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When  it  comes  to  measuring  temperatures, 
Schiott  is  even  more  precise  thian  nature. 


Gauging  temperatures  - 
nature's  way  and  Schott's. 
The  crocus  reacts  to  tem- 
perature changes  of  1  0-F. 
Thermometers  made  with 
Schott  special  glass 
register  changes  of 
0  002'  F 


The  temperature  outside  has  just 
risen  to  35°  F.  How  do  we  know? 
Because  that's  when  the  crocus 
begins  to  open  its  petals. 

The  crocus  has  a  natural, 

internal  thermometer.  Tempera- 
ture changes  of  just  1.0°  F  cause 
a  fast  reaction.  When  the  temper- 
ature rises  above  a  given  level, 
the  flower  opens.  When  it  drops, 
the  flower  closes. 

Today,    we   can    measure 

temperature  variations  as  minute 
as  0,002  °F  thanks  to  the  special 
thermometer  glass  invented  by 
Otto  Schott. 

His   capillary   glass   tube 

thermometers  filled  with  liquid 
were  the  first  to  make  such  pre- 


cision measurements  possible. 
Unlike  earlier,  standard  glass 
models,  thermometers  made  of 
this  special  glass  give  accurate 
readings  even  after  they  have 
been  temporarily  heated  and 
then  cooled.  Thousands  of  spe- 
cific precision  thermometers  now 
in  use  in  science  and  technology 
are  made  with  Schott  special 
glass. 

Thermometer  glass,  avail- 
able from  Schott  America,  is  just 
one  example  of  how  Schott's 
innovative  development  responds 
to  specific  needs.  In  today's 
world,  special  glass  helps  keep 
technology  advancing. 
Schott  worldwide:  50,000 


products,  50  production  facilities, 
represented  in  more  than  100 
countries,  with  over  $  1  billion  in 
sales. 

Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

Would   you   like  to   know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation,  De- 
partment F  30,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


a  SCHOTT 

Nobody  knows  more  about  glass. 
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►  Ah  yes,  the  office.  Where  life  has  all  the 
predictability  of  a  soap  opera.  ►Now  a 
Savin  Copier,  that's  something  you  can 
depend  on.  And  since  they  have  been 
knovi/n  to  last  20  years,  perhaps  the  only 
reason  you'd  need  to  replace  your  old  Savin 
is  to  get  the  full  range  capability  of  a  new 
one.  ►  Take  the  new  Savin  9710.  It  has  all 
the  features  you  need  in  this  absolutely- 
positively-have-to-have-it-now-no-exci/ses 


business  world.  ►Like  high  speed  and  high 
volume  performance,  with  a  3700-sheet 
paper  capacity.  Seven  preset  enlargement/ 
reduction  modes,  with  an  eighth  you  can  set 
where  you  want.  Automatic  copying  from 


unburst  computer  forms  so  you  don't  have 
to  stand  there  twiddling  your  thumbs.  A 
guidance  display  so  easy  even  the  mailboy 
can  use  it.  And  a  Job  Card  System  that  makes 
tedious  copying  jobs  a  breeze.  ►So  here  are 
two  suggestions.  Avoid  your  boss  if  you  catch 
him  with  his  hand  stuck  under  his  lapel.  And 
call  Savin  today  at  1-800-52-SAVIN.b 

sai/in. 


THE    NEW   SAVIN    9710 
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Anti-lock  brakes.  Increased  power.  Leather-trimmed  interior. The  Accord  ^ikoHs^mwi 
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Are  We  Building  New  Berlin 
Walls? 

liy  Siistui  Lee 

Is  the  world  rushing  toward  new  trade 
wars?  The  circumstantial  evidence 
suggests  it  is,  but  there  are  deeper 
trends  at  work. 

COMPANIES 

36     McDonnell  Douglas 

By  Richard  L.  Slcni  and  Thomas  Bancroft 
Make-or-break  year:  The  company 
will  report  earnings  of  $10  per  share 
for  1990,  but  the  earnings  are  shaky, 
and  some  of  its  capital  is  a  paper  entry 
that  may  never  be  turned  into  cash. 

40  Goodyear  Tire  &  Rubber 

By  Steve  Wehier 

Jimmy  Goldsmith  is  not  beloved  at 
Goodyear,  but  his  thwarted  raid  of 
1986  had  some  beneficial  results. 

41  Digital  Equipment 

By  Julie  Pitta 

Cutting  overhead  is  one  of  the  tasks 
facing  DEC.  Less  talked  about  is  its 
need  to  define  itself. 
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By  Job)  I  llanis 

Good  eggs:  Two  million  hens  produce 
the  raw  material  for  a  new  repack- 
aged, pasteurized  egg. 


60     The  Up  &  Comers: 

American  Steel  &  Wire 

liy  Ruth  Sinioii 

Most    cyclical    companies    wouldn't 

double  their  debt  during  a  downturn. 

American    Steel    &    Wire's    biggest 

shareholder  didn't  give  the  board  a 

choice. 

66     Mattel 

By  Gretchen  Mor^enson 
Two  immutable  rules  in  selling  toys: 
1 )  Nothing  is  forever.  2)  Except  Barbie. 
How  does  Mattel  do  it? 

REGULATION 

52     If  In  Doubt,  Downgrade  It! 

By  Lcinra  Jereski 

New  efforts  by  regulators  to  micro- 
manage  the  vital  private  placement 
market  are  throttling  it. 

INTERNATIONAL 

72     "There's  Your  Solution" 

By  Joel  Mill/nan 

U.S.  entrepreneurs  are  finding  new 
ways  to  mingle  U.S.  and  Mexican  ag- 
ricultural and  food  production  to  ben- 
efit both  countries. 
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70     Zapping  The  Family  Business 

By  Patrice  Dnggan 

It  is  tough  to  pass  family  businesses 
on  to  the  next  generation,  and  the 
new  tax  law  does  nothing  to  alleviate 
the  situation. 


39    Mickey  Mouse's  Sharp  Pencil 

By  Lisa  Gubemick 
Leave  it  to  Walt  Disney  Co.  to  figure 
the  cheapest  way  to  wring  money 
from  star-struck  Japanese  investors. 

44    Father  Of  His  Country 

By  William  P.  Barrett 
Some  promoters  create  phony  compa- 
nies. We  found  one  who  has  created  a 
phony  country. 

84    The  Funds:  What's  So  Hot 
About  Annuities? 

By  Michael  Fritz 

Annuity  tax  benefits  are  often  minute 

and  the  costs  are  high. 

312  Statistical  Spotlight: 

If  You  Could  Pick  Just  One 

By  Steven  Ramos  and  Warren  Midgett 
Last  year  the  bears  came  out  on  top  in 
our  annual  survey  of  stock  pickers. 
Here  are  the  pros'  bets  for  this  year. 

328  Streetwalker 

CycUcal    stocks;    Chrysler;    Georgia 
Gulf;  Castle  &  Cooke;  Reading  Corp. 

COaiPUTERS/COaiMUlinCATlONS 

285  Buggy  Whip  Chips 

By  Kathleen  K.  Wiegner 
Most    chip    companies    make    their 
money    on    leading    edge    products. 
Lansdale  Semiconductor  thrives  on 
the  trailing  edge. 
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286  Bozo  Filters 

By  David  Churhuck 

Software  to  keep  sales  pitches  and 
crank  messages  out  of  your  electronic 
in-basket.  Also:  Commentary  by  Es- 
ther Dyson. 

SCIENCE  &  TECHNOLOGY 

290  Patenting  Mother  Nature 

By  Gary  Slulsker 

Could  Genentech's  rather  expansive 
view  of  patent  law  be  dangerous  to 
your  health?  Also:  Commentary  by 
Michael  Gianturco. 

MARKETING 

294  War  Of  The  Sales  Robots 

By  Andreiv  Tanzer 

To  sell  soda  in  Japan,  you  need  a  big 
machine  that  lights  up  and  plays  a 
tune.  Also:  Dating  for  dollars. 

PERSONAL  AFFAIRS 

298  The  Sunny  Side  Of  The 
Recession 

By  William  G.  Flatjagan 

and  Evan  McGlinn 

As  the  economy  has  gone  downhill,  so 

have  lots  of  prices.  Relax  and  count 

the  savings  among  your  blessings. 
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A  classic  product 

There  are  products  that  catch  the  spirit  of  the  moment,  thrive 
briefly,  then  shde  into  oblivion.  A  few  products — Coca-Cola 
comes  quickly  to  mind — become  classics  and  never  lose  their 
popularity.  The  secret  of  these  classic  products  is  that  they  fill  a 
basic  need  and  never  fail  to  update  the  contents  and  packaging 
as  changing  times  demand.  We  like  to  think  our  Annual  Report 
on  American  Industry,  which  first  appeared  in  our  issue  of  Jan. 
1,  1949,  belongs  in  this  classic  category.  It  was  a  pioneering 
effort:  Until  then  ik3  widely  circulated  publication  had  attempt- 
ed a  statistical  ranking  of  management  proficiency. 

While  its  ancestry  is  clear,  it  is  a  bit  hard  to  recognize  today's 
Annual  Report  in  its  early  beginnings.  In  1950  we  covered  just 
149  companies;  this  year  we  cover  1,177.  But  the  objective 
hasn't  changed.  In  his  introduction  to  the  second  issue,  the  late 
Malcolm  S.  Forbes,  then  Forbes'  youthful  associate  publisher, 
explained  why  wc  were  breaking  this  new  ground:  "To  give  a  i 
specific  'score'  to  the  some- 
what intangible  qualities  of 
management.  ..."  Today  wc 
have  computers  to  help  us 
analyze  mountains  of  data, 
but  the  philosophy  remains 
unchanged. 

This  year's  Annual  Report 
was  prepared  under  the  su- 
pervision of  Assistant  Man- 
aging Editor  Stewart  Pinker- 
ton.  He  was  ably  aided  by 
Senior  Editor  Steve  Kichen.  1 
asked  Steve  briefly  to  de- 
scribe the  issue.  He  wrote: 

"The  1991  issue  tracks  all  major  U.S.  corporations  with 
$400  million  or  more  in  revenues  (the  cutoff  figure  rises  to 
$800  million  for  banks  and  utilities).  It  also  includes  a  select 
group  of  smaller,  but  dynamic,  biotechnology  companies.  We 
cover  both  ends  of  the  corporate  spectrum:  from  General 
Motors,  the  largest  U.S.  corporation,  with  $126  billion  in 
revenues,  to  tiny  Hana  Biologies  and  Immunomedics,  each 
with  only  $4  million  in  sales." 

On  page  93  we  identify  America's  superstar  businesses: 
the  25  most  profitable  $  I -billion-plus  corporations.  This  isn't 
a  one-dimensional  compilation.  To  make  the  list  a  company 
had  to  show  superior  long-term  return  on  equity,  plus  pass 
through  a  series  of  rigid  qualitative  and  quantitative  com- 
puter screens. 

The  core  data  was  put  together  by  our  chief  statistician  Don 
Popp  and  his  staff,  and  by  computer  programmers  Carsten 
Thode  and  Dukhee  Son.  They  were  assisted  by  dozens  of  dedi- 
cated individuals:  writers,  editors,  reporters,  copy  editors,  proof- 
readers, artists  and  photocomposers.  Virtually  the  entire  edito- 
rial resources  of  the  magazine  went  into  this  43rd  Annual 
Report  on  American  Industry. 
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timepieces 


Siviss  Made  Timepieces  From  $250  to  $750  •  Water  Resistant  to  3ATM  (lOOft)  •  Quartz 

AARON  M.  JEWELERS •  ABRAHAM  &  STRAUS •  AUCOIN-HART  JEWELERS •  BACONS  •  BARCLAY •  BELK •  BISANAR  COMRVNY •  BLOOMINGDALES •  BROADWAY • 
BULLOCK'S  •  BURDINES  •  DAYTON'S  •  DEVON  JEWELERS  •  DILLARD'S •  DREIFUS  JEWELERS  •  EATON'S— CANADA •  ELY-M  JEWELRY  •  EMPORIUM  •  ETIFNNE 
JEWELERS  •  FELDMAR  •  FENDI  BOUTIQUES  •  FILENE'S  •  FaEY'S  NORTH  •  FOLEY'S  SOUTH  •  FORDS  JEWELERS  •  FRIEDLANDER'S  •  GOLDSMITH'S  •  GOLDSTEIN 
SWANK  &  GORDAN  •  HECHT'S  •  HENRJC  BIRKS  &  SONS— CANADA  •  HIGBEE'S  •  HOLT  RENFREW— CANADA  •  HOV/ARD  ROSS  JEWELERS  ■  HUDSON'S  • 
I.  MAGNIN  •  IVEY'S  •  JOHN  WANAMAKER  •  JONES  &  JONES  •  JORDAN  MARSH  FLORIDA  •  JORDAN  MARSH  NORTHEAST  ■  KAUFMANN'S  •  KENJO  •  KIKY 
JEWELERS  •  LAZARUS  •  UBERTY  HOUSE  •  UTTMAN  •  LORD  &  TAYLOR  •  MAAS  BROTHERS  •  MACKS  JEWELERS  •  MACY'S  •  MAISON  BLANCHE  •  MARSHALL 
FIELD'S  •  MARTINIQUE  JEWELERS  •  MARVIN  &  SONS  •  MATHIS  FINE  JEWELRY  •  MAY  D&F  •  MEIER  &  FfiANK  •  MIUS  •  NEIMAN  MARCUS  •  OSTERMAN'S  • 
REEDS  JEWELERS  •  RICH'S  •  ROBINSON'S  •  SAKS  FIFTH  AVENUE  •  SIBLEY'S  •  STRAWBRIDGE  &  CLOTHIER  •  THALHIMERS  •  ULTRA  SHOP  •  WILLIAM  8ARTHMAN 
JEWELERS  LTD,  •  VON  MAUR  •  WATCH  COLLECTION  •  WEINSTOCK'S  •  WEISFIELD'S  •  WOODWARD  &  LOTHROP 


©ULTIMA  BRANDS  USA  INC.  1989. 
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How  do  you  plan  to  keq  i 
that's  moving  so  fast? 


K  you  are  responsible  for  guiding  a  major 
corporation  through  the  1990s,  it  must  seem 
that  new  concerns  are  being  added  to  your 
management  agenda  almost  daily. 

The  established  concepts  of  what  a  corpo- 
ration is  and  what  it  stands  for,  how  it  views  its 
product  mix,  where  and  how  it  produces  what 
it  sells,  where  it  sees  its  market  opportunities, 
who  it  views  as  partners  and  competitors,  how 
it  finances  its  present  and  future  growth,  how 
best  it  can  work  within  governmental  regu- 
lations and  policies-all  these  once-familiar 
parameters  are  changing  with  astonishing,  if 
not  alarming,  speed. 

All  this  must  seem  especially  true  if  your 
interests  are  international  in  scope. 

Dates  such  as  1992  and  1997  foreteU  of 
major  changes  in  long-established  routines 
of  managing  the  forces  of  economics,  pro- 
tectivism,  finance  and  politics. 

The  words  "Pacific  Rim"  connote  more 
and  increasingly  vigorous  competition. 

And  the  echoes  of  political  upheavals  in 
every  comer  of  the  globe  are  certain  to  con- 
tinue reverberating  through  it  well  into  the 
next  century. 

The  constant  in  assessing  and  managing 
these  challenges,  of  course,  is  your  personal 
involvement.  Input  from  others  is  vital;  but 
in  the  end,  your  decisions  will  be  made  on 
the  basis  of  what  you  yourself  see  and  hear 
and  understand. 


To  do  that,  you  have  to  be  there,  whether 
it  is  at  home  or  abroad,  and  for  as  long  and 
as  often  as  it  takes. 

This  is  where  the  Gulf  stream  IV  can 
become  one  of  your  most  productive  manage- 
ment tools;  and  the  broader  your  interests  are, 
the  more  productive  it  can  become. 


i 


i 


3JS 


Lheadinaworld 


\bu  see,  wherever  your  business  takes  you, 
the  Gulfstneam  IV  can  take  you  there. 

This  amazing  business  jet  can  fly  you 
and  8, 10, 12  or  more  of  your  key  executives 
and  staff  nearly  5,000  statute  nules  non-stop, 
equalling  or  exceeding  commercial  airline 
timetables.  The  Gulfstneam  IV  gives  you 


global  access  with  uncompromised  timeliness, 
convenience  and  security. 

It  can  also  fly  shorter  trips  efficiently  and 
cost-effectively.  You  can  go  to  places  where 
airline  service  is  either  exhausting  or  extinct, 
often  visiting  several  locations  in  a  single  day, 
optimizing  your  time  and  energies. 

However  you  choose  to  use  the  Gulfstream 
ly  it  brings  unequalled  levels  of  performance, 
cabin  comfort  and  convenience,  engine  relia- 
bility, systems  dependability  and  technological 
advancement  to  every  trip  it  flies. 

We  have  a  videotape  presentation,  "The 
Gulfstream  IV: an  overview" ihdii  can  help 
bring  the  many  capabilities  of  this  remarkable 
airplane  into  sharper  focus  for  you. 

Robert  H.  Cooper,  Senior  Vice  President, 
Gulfstream  Marketing,  can  see  that  you  get  a 
copy  to  view  at  your  leisure.  We  only  ask  that 
you  send  your  request  on  your  company  let- 
terhead, addressing  it  to  him  at  Gulfstream 
Aerospace  Corporation,  PO.  Box  2206,  Mail 
Station  B-04,  Savannah,Georgia  31402  U.S.A. 

We  think  you  will  be  pleased 
that  you  added  it  to  your  agenda,      ^/jgj 

Gulfstream 
/Icrospacc 


The  Gulfstream  FV 

Uncommonly  versatile, 
uncommonly  productive. 


©GuUsUeam  Aerospace  Corporation 


America's  Lowest  Priced 
Office  Supplies  -^^^ 
Direct  to  You  ' 
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Order  \(>:92295/,HLP 
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RftPER   MATE 


White  Correction  Huid 
Order  No:  5640IPl\fr 
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maxell 


5.25"  I)SI)I)  Disks 
Order  No:  Mt)2I)MXD 


tNational 


I"  Klack  King  Binder 
Order  No:  67981 NBB 

84*K. 


You  simply  won't  find  lower  prices  on 
brand  name  ollice  supplies  than  al 
Wholesale  Supply  Company.  Over  7,(XK) 
diCfcrcni  items,  all  at  pnces  you  have  to  see 
to  believe  So  call  now  lor  vour  frw  catalog. 

1-800-962-9162 

Wholesale  Supply  Company  sells  only  to  businesses, 
government  agencies,  schools,  and  institutions. 


Now  Printed  in  New  York 

When  You 

Travel  Abroad, 

What's  Your 

Favorite  Paper? 

Until  now,  you  couldnt 
get  the  Paris-based  In- 
ternational Herald 
Tribune  in  the  U.S.  Now 
you  can  —  willi  same- 
day  delivery  available  in 
some  U.S.  cities.  For 
your  daily  brief  on  the 
world,  with  its  features 
on  travel,  fashion,  in- 
ternational investing  and 
much,  much  more,  call 
us  toll-free: 

l-80fr-882-2884 
(in  NY:  212-7S^3890) 


itcralo.di^fe.enbunc. 


Follow-Through 


Edited  by  Edward  Giltenan 


Prizewinner's  ways 

Iast  year  Russian  opposition  leader 
I  Victor  Aksyuchits,  head  of  the 
Christian  Democratic  Party,  told 
Forbes  that,  far  from  being  neutral- 
ized, the  KGB  was  in  fact  active 
enough  to  be  financing  Pamyat,  a  na- 
tionalist group  that  foments  anti- 
Semitism  (Aiti^  JO.  /')<)())  On  a  recent 


Russicui  opposition  Iccickr  Victor  .Aksyncbit; 
The  KGB  is  making  trouble  tigain. 

visit  to  the  Soviet  Union,  a  Forbes 
reporter  confirmed  Aksyuchits'  claim 
with  several  authoritative  sources,  in- 
cluding former  kgb  Major-General 
Oleg  Kalugin.  Most  telling  of  all:  At 
the  Revolution  Day  parade  in  Mos- 
cow's Red  Square  on  Nov.  7,  the  mili- 
tary and  the  police  kept  all  groups  of 
demonstrators  at  least  a  mile  away 
from  the  parade  area.  The  exception 
was  Pamyat.  About  50  of  its  members 
stood  unmolested  at  one  end  of  Red 
Square,  where  they  shouted  and 
waved  banners.  Sample  Pamyat  slo- 
gan: "The  transition  to  a  market  econ- 
omy is  a  Zionist  conspiracy." 

The  fact  that  Nobel  Peace  Prize 
winner  Mikhail  Gorbachev  supports 
the  KGB  and  the  kgb  encourages 
Pamyat's  fanatics  is  but  another  sign 
of  Gorbachev's  tenuous  hold  on 
power. — Paul  Klebnikov 

Bioprofits 

Are  biotechnology  companies  final- 
ily  ready  to  deliver  more  than  just 
hype?  Two  years  ago  Forbes  reckoned 
that  biotech  firms  would  blossom  in 
the  early  Nineties,  and  in  fact  includ- 


ed 30  of  them  in  its  Annual  Report  on 
American  Industry  for  the  first  time 
(Jan.  <).  J9SV). 

There's  been  no  biotech  boom — 
yet.  The  big  success  so  far  is  Amgen, 
the  only  U.S.  producer  of  erythropoie- 
tin, which  stimulates  the  growth  of 
red  blood  cells  in  dialysis  patients. 
The  drug  was  approved  by  the  Food  &. 
Drug  Administration  last  June.  The 
company  is  now  making  good  money, 
and  the  stock  is  three 
times  its  price  in  January 
1989. 

Chiron  Corp.  is  also 
prospering.  Last  May 
Chiron  got  clearance  to 
market  its  pioneering  di- 
agnostic test  for  hepatitis 
C  virus.  After  eight  years 
of  losses  Chiron,  too,  is 
currently  profitable. 

James  McCamant,  edi- 
tor of  the  biotech  biweek- 
ly Medical  7'c'chnolog}'  Stock 
Letter,  expects  several  oth- 
er companies  to  start 
making  money  once  their 
drugs  get  the  fda  go-ahead 
later  this  year. 

Immunex  Corp.,  says 
McCamant,  has  a  product 
that       will        encourage 

growth    of    white    blood 

cells.  Xoma  Corp.  is  awaiting  approv- 
al for  a  monoclonal-antibody-based 
treatment  for  septic  shock  and  anoth- 
er drug  that  prevents  rejection  of  bone 
marrow  transplants.  Cytogen  Corp. 
will  weigh  in  with  imaging  products 
to  help  detect  ovarian  and  colorectal 
cancers.  And  Centocor  Inc.  has  a  drug 
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that  helps  assess  the  extent  of  damage 
in  heart  attack  victims.  Judging  by 
Amgen  and  Chiron,  it  won't  be  long 
before  these  companies  make  money. 

Stark  evidence 

Chalk  one  up  for  the  Widow  Stark. 
Nelda  Stark,  third  wife  of  the  late 
and  legendary  lumber  tycoon  H.J. 
Lutcher  Stark  of  Orange,  Tex.,  has 
defeated  an  attempt  by  Lutcher's  rela- 
tions to  grab  more  than  half  of  his 
estate,  now  worth  $200  million 
(Forbes,  Nov.  27.  1989]. 
A  group  of  nine  relatives  claimed 


Lumber  heiress  Nelda  Stark 
Tossing  kindling  to  the  in-laws. 

that  Nelda  and  Lutcher  had  covered 
up  a  fraudulent  undervaluation  of  the 
estate  of  Lutcher's  first  wife,  Nita. 
Thanks  to  some  creative  lawyering, 
the  other  Starks  succeeded  in  bringing 
a  lawsuit  against  Nelda  Stark  in  early 
1988 — nearly  a  half-century  after  Ni- 
ta's  death.  Old  Lutcher  himself  died 
back  in  1965. 

After  nearly  three  years  and  plenty 
in  legal  fees,  the  case  is  over.  In  an 
out-of-court  settlement,  Nelda  is  pay- 
ing a  mere  $5  million.  The  in-laws' 
lawyer,  Mike  Gallagher  of  Houston, 
admits  he  found  no  evidence  of  fraud- 
ulent intent,  despite  having  photo- 
copied more  than  400,000  pages  of 
family  documents.  Nelda,  81,  retains 
a  tidy  fortune  of  some  $120  million 
plus  control  of  a  $75  million  charita- 
ble foundation.  But  the  settlement,  by 
putting  hundreds  of  thousands  of  dol- 
lars into  lawyer  Gallagher's  pocket, 
should  ensure  that  more  cases  like 
this  will  be  filed. — William  P.  Barrett 
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Time  out. 

Spring's  eternal  call  is  in  the 
ocean  breeze.  Blooms  in 
abundance,  championship 
golf,  tennis,  spa  visits— they 
are  all  here  at  The  Cloister. 

Come  clear  your  mind. 
Revitalize  with  beach  walks. 
Try  skeet  ride  horseback 
down  the  beach. 

Evenings,  sample  Cloister 
delights  from  oceanside 
dining  to  dancing.  Spring  is 
pure  joy. 

For  personal  visits  or 
meetings  of  the  minds-say 
the  words.  Call  800-SEA- 
ISLAnd  The  Cloister,* 
Sea  Island.  GA  31561. 

y^^  THE  CLOISTER* 


Now  you  can  go  fishing  while  the  kids 
catch  Disney's  "The  Little  Mermaid." 

The  Sony  Video  Walkman™  If  you've  been  hiunting  for  somethiing  to  entertain  tfie  kids 
on  fannily  trips,  bnng  along  tfie  Sony  Video  Walkman  and  The  Little  Mermaid.  Disney's 
newest  classic  is  now  available  for  tfie  Video  Walknnan,  Sony's  nnagical  compact  VCR/TV 
with  a  brilliant  4" color  LCD  screen  and  stereo  sound.  So 
now  tfie  whiole  family  can  catcfi  The  Little  Mermaid's 
dazzling  animation,  award-winning  songs  and  memo- 
rable new  cfiaracters,  anytime,  anyplace. 


©  Copyright  1990  Sony  Cofporation  ol  America  All  rights  reserved  Sony  and  Video  Walkman  are  trademarks  of  Sony 
©The  Wait  Disney  Company  <■ 
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Fed  City? 

Is  the  FBI  investigating  $13.8  billion 
(assets)  First  City  Bancorp,  of  Texas? 
Despite  the  bank's  denials,  rumors 
persist  around  Houston  that  fbi 
agents  were  at  the  bank  in  November, 
looking  into  hundreds  of  millions  of 
dollars  in  bad  loans — and  possible 
kickbacks  to  top  executives.  Appar- 
ently agents  v^^erc  in  the  bank  several 
months  ago,  looking  into  a  First  City 
customer;  the  bank  has  confirmed 
this  to  securities  analysts  but  won't 
comment  on  customers  to  Forbes. 

A  nastier  rumor  suggests  the  probe 
is  centered  on  former  First  City  Vice 
Chairman  Frank  Cihak.  Cihak  re- 
signed on  Oct.  16,  the  day  First  City 
announced  a  $102  million  third-quar- 
ter loss.  He's  considered  responsible 
for  the  deteriorating  loan  portfolio  at 
First  City,  where  nonperforming 
loans  and  other  assets  more  than  dou- 
bled in  the  third  quarter,  to  $433  mil- 
lion, largely  because  of  dubious  real 
estate  loans  overseas.  Cihak  didn't  re- 
turn calls. 

As  is  its  usual  practice,  the  fbi  de- 
clined to  confirm  or  deny  the  rumors 
of  its  investigation  of  the  bank. 

One  shareholder  suit  has  been  filed 
against  First  City,  alleging  misrepre- 
sentation and  omissions  in  some  sec 
filings.  The  stock,  which  traded  near 
40  after  A.  Robert  Abboud  led  a  recap- 
italization of  the  bank  in  1988,  recent- 
ly went  for  3'/s. — Claire  Poole 


No  show 

Music  mogul  David  Geffen,  featured 
on  Forbes'  last  cover,  was  a  no-show 
at  the  recent  Tinseltown  charity  din- 
ner to  honor  Terry  Semel,  president  of 
Warner  Bros.  The  reason  for  this  unso- 
cial behavior?  A  leading  guest  was 
Time  Warner's  Steve  Ross,  and  Gef- 
fen was  said  to  be  embarrassed  at  hav- 
ing skewered  his  ex-boss  in  the  pages 
of  Forbes.  Says  one  Hollywood  insid- 
er: "David  just  couldn't  face  Steve 
after  that." 

Cheap  accounting  move 

The  New  York  real  estate  scene  is  bad 
enough,  but  things  just  got  worse  for 
two  high-profile  Manhattan  builders, 
the  Fisher  brothers  and  Larry  Silver- 
stein.  The  recent  meltdowns  of  the 
accounting  firms  Laventhol  &.  Hor- 
wath  and  Spicer  &.  Oppenheim  left 
their  landlords — respectively, 
the  Fishers  and  Silverstein — 
stuck  with  empty  office  space.  ,^ 

Laventhol   had   about   one- 
fifth   of   the   Fisher   brothers' 
900,000-square-foot     building 
at  605  Third  Avenue  in   midt5?vrir 
Now  Standard  &.  Poor's  has  put  a 
credit  watch  on  $160  million  of  Euro 
notes  backed  by  605  Third. 

Spicer  had  about  one-tenth  of  the  2- 
million-square-foot    7    World    Trade 


Center  downtown,  leaving  developer 
Larry  Silverstein  in  a  tight  spot.  This 
summer  he  raised  more  money  on  the 
property  from  his  lender.  Teachers  In- 
surance, in  return  giving  up  a  share  of 
the  profits,  though  retaining  all  of  the 
equity.  Silverstein  also  faces  prob- 
lems in  some  of  his  other  projects, 
notably  the  a&s  Plaza  mall  in  Herald 
Square. 

Everyone  into  the 
junk  pool 

Future  shareholders  of  the  struggling 
Equitable  Life  Assurance  should  look 
at  Its  bond  portfolio,  which  may  have 
a  few  surprises.  Some  high-profile 
dogs:  Trump  Plaza,  GiUett  Holdings 
and  Allied  Stores. 

Two  real  beasts,  however,  are  a 
pair  of  big  positions  gone  way  south. 
Equitable  holds  close  to  $200  mil- 
lion (face  value)  in  several  different 
issues  of  Burlington  Holdings,  the 
textile  company  that  was  LBo'd  by 


Silrerstein:  that  empty  feeling 


Morgan  Stanley  in  1987.  This  debt 
is  now  worth  maybe  $50  million. 
There  is  also  smg  Holdings,  the  par- 
ent of  Supermarkets  General.  Equi- 
table's  $320  million  stake  is  cur- 
rently worth  about  one-half  that,  ac- 
cording to  one  source.  Investors 
looking  to  buy  into  a  distressed  junk 
bond  pool  may  want  to  take  another 
look  at  Equitable  as  it  converts  to  a 
stock  company. — Lauta  Jereski 

Will  they  or  wont  they? 

With  Ford  stock  at  26  and  yielding 
12%,  the  company's  new  chairman, 
Harold  (Red)  Poling,  was  asked  at  an 
early  December  luncheon:  Will  you 
cut  the  dividend,  as  the  market  appar- 
ently assumes  you  will?  Poling  took 
evasive  action.  "Our  policy  is  to  set  a 
dividend  that  will  be  sustainable  over 
a  number  of  years,"  he  said. 

A  few  days  later  Philip  Caldwell, 
Ford's  chief  executive  during  the  last 
oil  crisis/recession,  told  a  Forbes  re- 
porter that  one  of  his  great  regrets  was 
cutting  and  omitting  dividends  during 
hard  times.  Ford  works  hard  to  build  a 


12 


FORBES,  JANUARY  7,  1991 


reputation,  explained  Caldwell,  par- 
ticularly with  institutional  investors, 
as  a  solid,  stable  performer.  Cutting 
dividends  cripples  that  image.  That 
made  us  think  the  dividend  would  be 
fairly  secure. 

Then  in  mid-December  Ford  Presi- 
dent Philip  Benton  said  that,  what 
with  the  car  market  sagging  and  a  war 
possible,  he  couldn't  call  the  dividend 
secure.  That  knocked  the  stock  down 
$2  in  two  days. 

So  will  they  or  won't  they?  Ford's 
next  dividend  meeting  is  Jan.  10.  Our 
guess:  Ford  takes  a  deep  breath,  keeps 
the  75-cent  dividend  for  the  first  quar- 
ter, and  prays  for  a  quick  economic 
recovery. — Jerry  Flint 

The  myopic  leading 
the  blind? 

Speaking  of  junk  pools,  it  is  no  sur- 
prise that  Dean  Witter's  James  Di- 
Donato  no  longer  manages  the  firm's 
junk  bond  fund  and  has  been  shuffled 
off  to  other  pastures  inside  the  compa- 
ny. Over  the  last  few  years,  the  fund's 
total  return  ranked  dead  last  among 
62  junk  funds  followed  by  Lipper  Ana- 
lytical. About  two-thirds  of  the  net 
asset  value  per  share  has  evaporated 
since  1986.  Now  in  the  hot  seat:  Peter 
Avelar,  who  most  recently  ran 
PaineWebber's  junk  fund.  But  this  is 
not  exactly  a  case  of  the  cavalry  riding 
to  the  rescue.  PaineWebber's  fund 
ranked  just  43rd  in  the  Lipper  sample, 
with  net  asset  value  slipping  around 
45%  over  the  last  four  years. 

Lowball  bid 

Liquidating  penny  stock  peddler  Stu- 
art-James i.s  trying  to  get  the  Internal 
Revenue  Service  off  its  back.  In  late 
November  the  irs  slapped  the  firm 
with  a  $19  million  lien,  claiming 
that  it  owed  the  revenuers  three 
years'  worth  of  back  taxes.  A  hearing 
was  scheduled  for  Dec.  13  before  a 
federal  judge  in  Denver.  But  the  eve- 
ning before,  Stuart-James  lawyers  of- 
fered under  $1  million  in  settlement. 
The  U.S.  Attorney  General's  office 
has  until  mid-January  to  take  it  or 
leave  it.  The  betting  is  that  they'll 
probably  take  it. 

Stuart-James  apparently  wanted  to 
settle  to  avoid  having  more  dirt  on  the 
firm  come  out  in  public  hearings  as  it 
fought  the  IRS  in  court.  That  would 
only  strengthen  the  various  class-ac- 
tion and  NASD  arbitration  suits  filed 
against  the  firm.  The  sec's  own  ad- 
ministrative hearings  against  Stuart- 
James,  which  is  charged  with  fraudu- 
lent sales  tactics,  are  scheduled  to  re- 
sume Jan.  7. — C.P. 
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Perfoftnance,  not'  promise^,  from  the  largest 
recruiting  firpi  in  the  world.  Our  contingency  fee  ' 
stricture" assures  your  satisfaction.  Look  in  the 
.  ^-^   '.i]  white  pages  for  the  office  nearest  you.  *i 
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Top-ranked 

funds  for 

your  retirement. 

If  solid  growth  over  time  is  what  you  want  in  a  retirement  investment, 
consider  Twentieth  Century  Investors.  Two  of  our  funds,  Growth 
Investors  and  Select  Investors,  are  ranked  #2  and  #3  out  of  357 
mutual  funds  in  the  country  for  their  15-year  performance  ending 
September  30, 1990.*  And  here's  another  plus — no  sales  fees  or 
commissions.  Call  us  for  a  free  prospectus  with  complete  information 
about  Twentieth  Century  Investors,  including  charges  and  expenses. 
Please  read  the  prospectus  carefully  before  investing. 

Call  for  your  free  information  kit: 

1-800-345-2021  .^r^.     , 

I  > 
I 

P.O.  Box  419200,  Kansas  City,  MO  64141-6200      | 


Ranked  by  Upper  Analytical  Services,  a  leading  independent 
mutual  fund  ranking  service.  Data  quoted  represents  past 
performance.  Investment  return  and  principal  value  will  fluctuate 
and  redemption  value  may  be  more  or  less  than  original  cost. 
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Which  ones  do  you  think  will  get  to  Florida  first? 

j's  been  a  migration  in  these  days  you  need  a  means  of  integrate  the  components  than 

)usiness  thinking.  tying  them  all  together.  Andersen  Consulting. 

Whereas  once  it  was  enough  That  requires  information  Because  we  approach  technol 

just  to  have  a  sound  strategy,  solid  technology.  And  no  one  can  ogy  from  a  business  perspective,  w( 

operations  and  talented  people,  do  more  to  help  you  effectively  have  the  tools  to  understand  your 

©  1990  Andersen  Consulting 
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rticular  situation.  And  because 
i\e  worked  for  a  majority  of  the 
^rtune  500,  chances  are  your 
uation  won't  be  too  unfamiliar. 
Which  means  that  instead  of 


building  only  technological 
strength,  we  can  help  you  capitalize 
on  all  of  your  strengths. 

Because  these  days,  organiza- 
tions that  don't  integrate  don't  fly. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C 


Where  we  go  from  here. 
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fu^hires. 


Invest  in  America's  independent  colleges 
and  universities. 

lliey  produce  over  50"/o  of  the  nation's 
corjTorate  leaders,  yet  they  enroll  a  mere  2\"o 
of  the  total  student  population 

Iliey  are  also  responsible  for  more  than 
half  the  recent  breakthroughs  in  astronomy, 
chemistry,  mathematics  and  earth  science. 

Call  us  for  more  infoniiation.  No  invest- 
ment more  directly  Ix'nefit.s  your  company's 
future.  Or  yields  a  higher  return 

I'ountLition  for  Independent  Higher 
l-'ducalion.  Five  Landmark  Square,  Suite  330, 
Sianilord.Cr  06901-2502.  (203)  353-1544. 


FoutKlation  for  Indepenflent 
Hi^ht-r  E(lu(ati<»n 

Si>tTinf>  ()()()  private  colleges 
ill  Ihc  public  iiilcrest 


1-800-356-3704 


Call 
FORBES  SUBSCRIBER  SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription. 

(  Allow  4-6  weeks  for  Address  Change. 

Please  quote  subscriber  number  on  address 

label  of  magazine.) 

or... 

mail  this  coupon 
with  current  address  label 


Name 


please  print 


New  Address 


City_ 


State 


_Zip_ 


F38aO 
NEW  SUBSCRIPTION 

n  1  Year  (27  issues)  -  $52 

n  3  Years  181  issues)  -$104 

In  Canada,  $79  Can.  a  year.  Subscriptions 
overseas,  add  $57  to  U.S.  annual  rate. 


Forbes 


60  Fifth  Avenue.  New  York.  NY  1001 1 


Readers  Say 


Taxman 

Sir:  Take"  a  great  idea  like  charitable 
remainder  trusts  and  leave  it  to 
FC5RBES  to  put  it  in  a  bad  light  ("Tax 
dodges  begin  at  home,"  Nor  2G].  Of 
course  there  are  abuses.  However,  the 
benefits  far  outweigh  the  disadvan- 
tages. The  concept  benefits  clients, 
charities  and,  of  course,  financial 
planners. 

— ThoDUL^  r.  PeSierro 
Certified  I'iiiancia/  I'lanmr 
I'ortlcnid.  Ore. 

Sir:  Sure  there  are  tax  advantages  in 
charitable  giving.  Nevertheless,  these 
charitable  incentives  usually  only  al- 
low donors  to  steer  funds  they  can't 
keep  anyway  to  a  charity  rather  than 
Uncle  Sam.  In  today's  environment  of 
government  fiscal  craziness,  is  that 
such  a  bad  deal? 
— Wayne  C.  Barrett 
Fxecntii  'e  Director 
I  ')iited  MethodL'it  I'oundation  of 
the  West  Michi/^an  Conference 
Crane/  Rapids.  Mich. 

Sir:  With  planned  giving,  the  cost  of 
the  gift  is  reduced,  so  that  more  can  be 
given.  With  appropriate  planning,  es- 
tate preservation  can  also  be  a  part  of 
the  mix. 
— Tal  Roberts 
Chairman 

Committee  on  Gift  Annuities 
Dallas,  Tex. 


Premieres  at  a  premium 

Sir:  Re  Robert  Cort's  proposal  for  dif- 
ferentially pricing  admissions  to  mov- 


ies based  on  the  movie's  production 
budget  ("Adam  Smith  goes  to  the 
movies,"  Nor.  7J).  My  suggestion  is 
that  it  should  apply  to  the  timing  of 
release.  Higher  ticket  prices  during 
the  first  week  or  two  or  three  of  re- 
lease would  make  for  shorter  lines, 
and  larger  profits,  without  the  sacri- 
fice of  anybody's  access. 
— Lau're7ice  A.  May 
Tarzana.  Calif. 


Good  deal 

Sir:  Re  your  article  on  Montgomery 
Ward's  management-led  lbo  ("A  little 
brother's  big  score,"  Nor.  26).  Bernie 
Brennan  and  Jack  Welch  did  cut  a 
good  deal,  and  so  did  Mobil  sharehold- 
ers. A  further  demonstration  of  Bren- 
nan's  results  orientation:  He  success- 
fully minimized  his  financing  cost  by 
securitizing  Ward's  receivables  in  a 
transaction  orchestrated  by  Mobil's 
investment  banker  in  the  Ward  sale, 
Salomon  Brothers. 
— Ronald  M  Freeman 
Mat  la^ii  i}>  J  )irector 

SaloDion  Brothers  Inteniational  Limited 
London,  Fngland 


No  friend  of  Baghdad's 

Sir:  Your  article  accusing  Connecti- 
cut Yankees  and  other  intervenoTs  in 
the  Iroquois  Project  of  being  allies  of 
Saddam  Hussein  could  not  be  further 
from  the  truth  ("Connecticut  Yan- 
kees in  Saddam's  court,"  Nor.  12). 
Property  owners  in  Connecticut,  as 
well  as  other  areas  through  which  the 
proposed  pipeline  is  projected,  have 
every  right  to  protect  not  only  their 
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Eager  moriegoers  in  New  York 

Would,  higher  ticket  prices  mean  shorter  lines? 
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own  individual  properties,  but  also 
the  environment  of  the  entire  route. 
The  cavalier  attitude  of  the  pipeline 
sponsors  in  attempting  to  steamroll 
the  property  owners  violates  the  very 
freedoms  for  which  the  Connecticut 
Yankees  fought. 
— Bernard  A.  Smith 
Executive  Vice  Presidetit 
New  Engla>id  Fuel  Institute 
Watertown,  Mass. 

Sir:  In  town  meetings  throughout 
western  Connecticut  there  were  hun- 
dreds of  hours  of  discussion.  We  paid 
hundreds  of  thousands  of  dollars  to 
lawyers  in  Washington  to  support  our 
position  and  raised  the  money 
through  bake  sales,  T  shirt  sales  and 
other  fundraisers. 

Is  that  sort  of  principled  effort  now 
to  be  condemned  by  Forbes?  What 
should  we  have  done,  just  gone  along 
with  a  poor  plan  sited  to  take  advan- 
tage of  a  supposedly  unprepared  citi- 
zenry? Come  now! 
— Alexander  Neuwirtb 
Washington,  Conn. 


Don't  ask  us 

Sir:  Re  "Man  the  pumps?"  (Dec.  10). 
Cruise  Lines  International  Associa- 
tion is  the  cruise  industry  association 
whose  mission  is  to  expand  the  cruise 
market.  We  represent  35  member 
lines  and  more  than  20,000  travel 
agency  affiliates. 

Under  no  circumstances  does  clia 
recommend  any  select  group  of  travel 
agencies  to  the  public. 
—James  G.  Godsman 
President 
Cruise  Lines  International 

Association 
New  York,  N.Y. 


Amerisaurus? 

Sir:  Re  your  article  on  reforming  U.S. 
patent  law  ("Updating  the  dinosaur," 
Nor.  12].  It's  by  no  means  clear  to  me 
that  the  European  "first-to-file"  sys- 
tem is  superior  to  the  U.S.'  "first-to- 
invent"  system. 

As  an  inventor  I  can  say  that  ideas 
are  not  born  fully  developed  and  in  a 
patentable  state.  Under  "first-to-file," 
inventors  would  be  tempted  to  apply 
for  a  patent  before  an  idea  was  fully 
fleshed  out.  We  shouldn't  rush  to 
throw  out  Amerisaurus  in  favor  of 
Eurosaurus  if  it  may  put  a  dent  in  our 
creative  engine. 

— Taylor  Sealy  ' 

Odessa,  Te.x. 
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Reverso. 
Ahead  of  its  time  since  1931. 


Pure   art   deco 
lives   on   in   this 
uncommon 
timepiece   which 
has   been   hand- 
crafted   by 
our    master 
watchmakers 
for   more   than 
50  YEARS.      The 

REVERSIBLE     CASE 
IS     ABSOLUTELY 
UNIQUE.        An 
ENGRAVED     MONO- 
CRAM     MAKES     THE 
REVERSO     A    JEWEL 
OF    A    WATCH.        A 
CHERISHED     COL- 
LECTORS    ITEM 
SINCE     1931. 


Another   unique 
timepiece   from 
Jaecer-Le- 
CouLTRE.   The 

FAMOUS    ATMOS 
CLOCK,    WHICH 
RUNS    ON    SLIGHT 
TEMPERATURE 
CHANGES    IN     THE 

AIR.   Almost 

perpetual 

motion! 


The   Reverso 
has  a  unique 
twist:      it  turns 
into  a  refined 
piece  of  jew- 
ELRY. 


fine  jewelry  since  188.^ 


245  POST  STREET  SAN  FRANCISCO.  CA  94108  (415)392-1200    FAX:(4 15)  392-6660 


Call   1-800-552-8463   for  the   name   of  the   dealer   nearest  you. 
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CAMRYV6 


Pass  the  entrance  exam. 

Going  from  zero  to  traffic  speed  in  the  length  of  an  on-ramp  can  be  a  real  test  of  nerve  for 
the  average  sedan  owner.  Luckily,  the  Camry  V6  is  not  at  all  average. 

Thanks  to  a  Four-Cam,  24-valve,  electronically  fuel-injected  engine,  the  Camry  V6  develops 
156  horsepower  and  160  ft.-lbs.  of  torque.  So  even  with  its  generous  passenger  space  filled,  the 
Camry  has  plenty  of  power  for  on-ramps,  traffic,  or  hills. 

Of  course,  power  isn't  the  only  reason  the  Camry  V6  is  so  special.  For  three  years  in  a  row, 
Camry  has  been  the  most  trouble-free  compact  car  sold  in  Americaf 

So  \^^ether  the  hills  are  mild  or  steep,  the  Camry  V6  can  be  counted  on  to  move  to  the  head 
of  its  class.  Further  proof  that  with  the  Camry  V6,  you  have  just  about  the  perfect  car. 

"/  love  what  you  do  for  me" 

®  TOYOTA 


VSr 


'■y^l^i: 


\  Call  l-SOO-GO-TOYDT.A.  for  a  brochure  and  location  of  your  nearest  dealer.  'J.U  Ptwer  and 

.Associates  1988, 1989, 1990  Initial  Quality-  Surveys*  Based  on  owner-reported  problems  during 

the  first  90  days  of  ownership.  Get  More  From  Life . . .  Buckle  L^!  ©  1990  Toyota  Motor  Sales.  LISA,  Inc. 


"With  all  thy  getting  get  understandiBg' 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


DOIT 

President  Bush  should  give  the  green  Ught  to  Air  Force  minimal.  Out  in  the  open  desert,  what  wasn't  destroyed 
and  Naval  bombers  to  attack  Iraq.  Our  aircraft  and  those  of  from  the  air  would  be  destroyed  by  our  waiting  ground 
ouralliescouldrapidly  pulverize  Saddam  Hussein's  nucle-     forces.  On  the  offensive,  the  Iraqis  would  be  the  ones  to 

ar  weapons  facilities,   his  poison      i j ^^^      suffer  the  horrendous  losses. 

weapons  laboratories  and  factories,  I  Unlike     North     Vietnam,     Iraq 

his    country's    critical    economic      _  ■jJ^f^i^^aK^__jJLj;  j^  would  not  be  massively  resupplied 

Structures,  his  air  power  as  well  as        ^^^^^^^^^^^^  ^^m^^^^^^^^       with  the  latest,  most  sophisticat- 
his  army's  logistical  supply  trains.  ^^    ^  ^'^  armaments  of  the  Soviet  Union 

We  should  also  use  cruise  missiles  "^  ^Hr         -  '^^'^  China, 

to  help  carry  out  these  missions.  jSFC  ^^W  "T^ft^*^  Bombing  and  the  use  of  missiles 

Given    our    overwhelmmg    air  -"^^^  ;i«ta  combined     with     the     sanctions 

power,  allied  casualties  would  be      I 1      would  quickly  break  Iraq.  Hussein 

minimal.  The  Gulf  is  unique  in  Aircraft  can  sack  Saddam  would  soon  be  overthrown  by  a  dis- 

that  air  power  can  indeed  play  the  decisive  role  that  it  has     gusted  populace  and  a  still-powerful  officer  corps. 

rarely,  if  ever,  done  in  previous  conflicts.  The  U.S.  needn't  wait  until  January   15.  We  should 

What  would  Saddam  do  about  it?  Unleash  his  army?  His  extend  to  Hussein  the  same  courtesy  he  gave  to  Kuwait 
war  with  Iran  showed  Iraq's  offensive  capabilities  to  be     last  August — strike  when  he,  least  expects  it. 


By  midyear  the  shallow  recession 
shallow  recovery.  Unlike  the  early 
major  tax  cuts  or  other  stimulants  to 
give  the  economy  a  big  push  forward. 
This  year  it  will  experience  the 
equivalent  of  walking  pneumonia. 

Interest  rates  will  end  1991  lower, 
owing  to  the  sluggish  economy.  Trea- 
sury bills  will  be  under  6% .  The  30- 
year  T  bond  will  be  yielding  around 
7Vi°/o .  Stocks  will  be  higher;  they've 
already  discounted  the  downturn. 
The  average  equity  should  gain  10% . 


1991  FORECAST:  BLAH  .  . . 

will  give  way  to  a     Inflation  will  be  down.  Oil  will  go  under  $20  a  barrel. 
1980s,  there  are  no     Housing  will  begin  a  very  slow  recovery.  Autos  will  revive 

DrmMnglnSK-Mnvn  '  l'M]nK■>•«^..rk^•^M.lK.l/mc  In,  frOm    a    loW    baSC.    SO    Will    high    tCCh. 

Capital  spending  will  be  so-so. 

Thanks  to  timely  measures  by 
the  Federal  Reserve  (lowering  bank 
reserve  requirements)  and  by  the 
Treasury  Department  (jawboning 
by  Brady  to  do  more  lending),  we 
won't  have  a  1930s-type  financial 
panic.  But  banks  won't  loosen  lend- 
ing strings  significantly  for  some 
months  to  come. 


. .  .  BUT  DULL  ECONOMY  NEED  NOT  BE  DAWN  OF  DUD  DECADE 


The  country's  mood  is  worse  than  the  economy's  pros- 
pects. The  slowdown  will  be  less  severe  than  those  of  the 
1970s  and  the  early  1980s.  In  a  democracy,  the  bad  tax  and 
monetary  policies  that  brought  on  this  unnecessary  reces- 


sion can  be  corrected.  And  fortunately,  public  opinion  is 
ahead  of  our  political  leaders. 

Most  pro-tax  governors  running  for  reelection  got  the 
ax  last  November.  Excessive  environmental  initiatives 
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were  rejected.  The  growing  term-limitation  movement 
should  eventually  blast  open  Congress'  hardened  arteries. 
Many  White  House  staffers  and  congressional  Republicans 
and  even  some  Cabinet  Secretaries  (notably  HUD's  lack 
Kemp)  are  promoting  exciting  policies  for  economic 
growth  and  for  ameliorating  social  problems.  By  midyear 
people  will  realize  that  despite  the  downturn,  the  world 
isn't  coming  to  an  end. 

President  Bush  will  respond,  sometimes  too  tardily,  to 
these  positive  forces.  His  embrace  of  term  limits  for  legis- 
lators is  one  example.  There  will  be  other  initiatives, 
perhaps  even  in  the  State  of  the  Union  address  later  this 
month — not  in  time  to  help  199rs  economy  much,  but 
enough  to  make  for  a  merry  1992. 

The  rest  of  the  decade? 

Anti-tax  pressures  will  continue  to  help.  There  will  be 
exciting  reforms  in  education,  health  care,  transportation. 

The  technology  boom  that  began  in  the  late  1970s  shows 
no  signs  of  abating.  If  our  capital  gains  tax  is  ever  reduced, 
American  investors,  rather  than  foreign  ones,  will  reap  the 


SUPERB  SENATE  CHOICE 


California's  incoming  Governor  Pete  Wilson  will  do  the 
nation  a  great  service  by  appointing  Housing  Secretary 
Jack  Kemp  to  Wilson's  soon-to-be-vacant 
U.S.  Senate  seat.  Wilson  is  under  pressure 
to  appoint  a  woman  or  a  minority  mem- 
ber to  show  the  party's  willingness  to 
broaden  its  base,  but  it  will  take  more 
than  one  major  appointment  to  impress 
(and  win  over)  the  intended  targets. 

Kemp  has  successfully  reached  out  to 


nontraditional  GOP  constituents  both  as  a  congressman 
and  as  a  Cabinet  member.  He  convincingly  talks  the 
language  of  opportunity  and  growth  and 
has  imaginative  proposals  to  make  those 
words  a  reality  for  those  who  are  not  in 
the  economic  mainstream.  He  would  be  a 
refreshing,  invigorating,  exciting  voice  in 
the  too  often  dull  U.S.  Senate. 

If    Wilson    doesn't    pick    him,  •  Bush 
should — to  be  chairman  of  the  GOP. 


Right  Republican  cjuarterhack 


SPORTS'  VERSION  OF  THE  REAL  ESTATE  DEBACLE 


Baseball. 

Financially  the  national  pastime  is  striking  out.  The 
easy  growth  of  media  money  is  over.  People's  interest  is 
waning,  which  is  why  CBS  is  taking  that  big  writeoff  on  its 
major  league  broadcast  deal.  The  old  baby  boomers  are 
having  a  plethora  of  young  babies.  They  don't  have  as 


much  time  for  TV  baseball. 

Yet  owners  continue  signing  ever-multier  million-dollar 
deals  with  even  mediocre  players. 

The  psychic  income  of  owning  a  big  league  team  will  no 
longer  be  sufficient  to  cover  big  league  losses  on  the  bottom 
line.  If  baseball  were  a  stock,  you'd  get  rich  shorting  it. 


ANALYTICAL  OPTIMIST 

Never  has  a  book  packed  so  many  statistics,  analyses         Noted  demographer  and  former  LBJ  speech  writer  (among 
and  prophecies  in  such  a  lively,  absorbing  way  as  Ben     other  things)  Wattenberg  has  mastered  the  ultimate  art: 


Wattenberg's  The  First  Universal  Nation:  Leading 
Indicators  and  Ideas  About  the  Surge  of  America  in 
the  1990s  (The  Free  Press,  $22.95).  You'll  find,  in 
bite-size  morsels,  a  fabulous  array  of  insights 
on  marriage,  environmentalism,  crime,  educa- 
tion, economics,  social  policy  and  a  wonderful 
piece  puncturing  the  pretensions  of  baseball. 
That  gem  alone  ("Is  Baseball  Snoreball?")  is 
worth  the  price  of  admission. 


saying  something  substantive  succinctly. 

Wattenberg's  bottom  line  is  that  the  Unit- 
ed States  is  healthier  and  stronger  and  has  a 
far  better  future  than  any  other  nation  on 
earth..  His  book  is  a  lively,  impactful  antidote 
to  the  gloom  now  descending  upon  us  be- 
cause of  a  temporary  economic  downturn.  It 
is  less  expensive  than  a  bottle  of  brandy  and 
almost  as  healthy. 


rewards  of  nurturing  and  developing  these  innovations. 

The  recent  immigration  reform  guarantees  an  infusion 
of  an  extra  couple  million  ambitious  people  into  our  \ 
economy.  More  than  8  million  new  immigrants  will  come  , 
to  America  during  this  decade,  and  their  energy  will  con- 
tribute mightily  to  our  growth. 

Overseas,  despite  growing  protectionist  sentiments,  the 
pressures  of  prosperity  will  reduce  trade  impediments 
more  than  they  increase  them.  Thanks  to  President  Sali- 
nas' reforms,  Mexico's  economy  is  opening  up.  By  the  end 
of  the  decade,  Latin  America  should  be  experiencing  Pacif- 
ic Rim-like  growth  rates. 

Geographically,  the  U.S.  is  ideally  situated,  with  win- 
dows to  the  Pacific  Rim,  to  a  more  free-enterprising  Latin 
America  and  to  the  new  Europe.  We  are  not  only  the  biggest 
economy  in  the  world,  we  are  at  the  center  of  it  as  well. 

Despite  the  current  unpleasantness,  the  gloomy  Guses 
will,  as  usual,  end  up  being  wrong — although  many  will  do 
well  writing  books  and  giving  speeches  about  how  we  are 
going  to  you-know-where  in  a  handbasket. 
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If  only  thoughts  flowed  as  smoothly  as  a  Parker  Duofold  Roller  Ball. 

A  Parker  Duofold  Roller  Ball  will  not  dry  up  when  you  do.  And  when  Inspiration  finally  strikes,  our  roller  ball  will 
glide  effortlessly  across  the  page  rewarding  your  efforts  with  gleaming  words,  not  glitches,  skips  or  blobs. 

A  Parker  Duofold  Roller  Ball  achieves  this  by  drawing  on  tried  and  true  Parker  fountain  pen  technology.  Namely 
a  pressure  sensitive  ink  collector  system.  Other  roller  balls  use  a  "wick"  soaked  in  ink  which  starts  out  with  an  even  flow 
(when  you  buy  it)  but  slowly  dries  up  to  a  faint  trickle  (at  home  when  you  use  it). 

Our  new  roller  ball  will  also  roll  twice  as  far  as  our  closest  competitor  when  measured  against  a  consistent  line. 
And  a  Parker  Roller  Ball  will  not  leak  under  any  normal  writing  conditions. 

The  Parker  worldwide  lifetime  guarantee  leaves  no  margin  for  error.  Now,  if  only  we  could  guarantee  against  writers  block. 


THE  PARKER  DUOFOLD  COLLECTION  RANGES  IN  PRICE  FROM  lt2SffO  tVM  CALL  L800-BEST  PEN  FOR  YOUR  NEABt,'^  RfTAIL  HEAr.EH  OH  1  8i:»0  ^22-3021  FOR  r/)RPnB  ATK  INQI'IRIFS  (^  lO^KI  PARKER  PHV  USA  L 


t  PARKER  JL. 


She  became  the  firsloi 
the  Atlantic,  an  authoii 
Just  wiiat  youU  expect 


Some  say  things  can't  be  done.  Others  do 
them,  proving  that  with  the  right 
combination  of  bravado  and  talent,  there's  no 
telling  what  you  can  accomplish. 

Nicknamed  "Lady  Lindy,"  Amelia  Earhart 
was  not  only  the  first  woman  to  fly  solo  across 
the  Atlantic,  she  held  women's  speed 
and  distance  records  that  earned  her  place 
as  the  first  woman  to  receive  the 
Distinguished  Flying  Cross. 

As  a  nurse  during  World 
War  I,  Earhart  developed  an 
early  concern  for  her  fellow  man^ 

that  helped  her  champion 
human  rights  around  the 
world.  Her  memorable 
accomplishments  in  the 
air  moved  her  to  pen 
three  best-selling  books. 
She  served 
as  aviation  editor  for 
Cosmopolitan.  She  designed 
and  marketed  a  line  of  luggage  and 


founded  two  successfijl  airlines.  An  admire 


poet,  she  inspired  two  popular  songs  aifl  ^]^g 
even  a  foxtrot 


y 


Telecommunications 


Information  Services 


Mobile  Communicationl 


•Wk 


^oman  aviator  to  cross 
Qtrepreneur  and  nurse, 
'om  afesWon  designer 


Itly  called  Newfoundland 

e  Earhart  Hop. 

Her  adventurous 
iestyle  so  enthralled  the  American  people  that 
le  created  fashions  for  top  department  stores 


ceMacy's  and  Marshall  Field's. 
If  you  understand  how 
meha  Earhart  combined 
any  talents  in  her  pursuit  of 
Lcellence,  you'll  understand 
^  the  commitment  of 
■^  BellSouth. 
^^H  Individually, 

^^^ft     the  companies  of 
^^H      BellSouth  are 
^^H      considered  to  be 
^^B     some  of  the 


HERE'S  HOW  BELLSOUTH 
DNTEGRATED  MANY  DIFFERENT 

X\LENTSTOHELPTHE 
HEALTH  CARE  INDUSTTRY  MEET 
ITS  COMMUNICAHONS  NEEDS. 


Developed  a  system  Jor  electronic 
insurance  claims  processing  utilizing  an 
advanced  interactive  netvi^ork,  reducing 
overhead  costs  and  handling  time. 

Created  disaster  recovery  ^^stems 
employing  network  and  cellular  services. 

Deagnedan  interactive  network 
linking  medical  centers,  physician  groups, 
insurance  companies,  and  employers  to 
achieve  a  significant^  higher  level  of  cost 
effectiveness  in  the  provision  of  services. 


In  fact,  for  the  last  two  years 
in  an  annual  Fortune  magazine  survey, 
senior  industry  executives 
have  chosen  BellSouth  as  the 
telecommunications 
company  they  most  admired 
in  the  United  States. 

Which  means  if  you're 
looking  at  your  own  business 
or  personal  communications 


needs,  it's  quite   ' 
likely  you'll  find   x 
the  companies 
of  BellSouth  to  ^ 


best  in  their  field.  Brought  together  be  exactly  the  kind  of  partner 

to  serve  your  needs,  they  can  provide  you're  looking  for.     hf/hM^Sa^tJmr- 
technologically  advanced  solutions  to  Because  after  all,  when 

a  variety  of  problems  in  health  care,  you  surround  a  problem 

manufacturing,  retailing,  with  remarkable  talent,  there's 

banking,  government  and  others,  no  telling  how  far  you  Ccin  go. 

REPRESENTAnON  OF  AMEUA  EARHART  ©1990  MURIEL  EARHART  MORWSSEY  UNDER  UCENSE  AUTHORIZED  BY  CURTIS  M.\NAGEMENT  GROUP,  INDIANAPOUS.  INDIANA,  USA 


Advertising  Services 


BELLSOUTH 


Everything  you  expectjrorn  a  leader' 


Other  Comments 


Look  to  the  Rainbow 

For  the  vital  spirit  and  the  eager 
mind,  the  future  will  always  hold  the 
search  for  buried  treasure  and  the  pos- 
sibilities of  high  adventure. 

— Ellen  Glasgow,  Barren  Ground 

In  at  the  Beginning 

Buy.  Because  the  stock  market  is 
more  than  it  seems  to  be.  Buy  because 
the  idea  that  it  is  bad  news  that  "for- 
eigners are  buying  up  America"  is  a 
crock.  Foreigners  are  investing  in 
America  because  |it|  is  the  only  large, 
stable,  democratic,  growing  capitalist 
market  in  the  world.  West  Europeans 
and  Japanese  are  also  investing  here 
because  the  U.S.  market  will  grow  by 
20  million  people  in  the  1990s  while 
their  domestic  markets  will  mostly 
remain  stagnant  or  shrink. 

Buy  because  the  idea  that  America 
won't  be  able  to  compete  due  to  our 
dumb  kids  is  a  crock.  The  best  univer- 
sities in  the  world  arc  in  America. 

Buy  because  the  idea  that  we're 
mortgaging  the  future  of  our  children 
is  also  malarkey.  The  health  research, 
roads,  airports,  education  and  medical 
care  bought  by  the  government  will 
accrue  to  the  benefit  of  our  kids  even 
if  they  are  bought  on  credit. 

The  market  is  better  seen  as  being 
about  America,  and  the  world,  and  the 
future.  It  is  about  the  sum  total  of 
capitalist  commercial  activity.  By 
such  criteria,  the  world  is  only  at  the 
beginning  of  a  great  boom.  That  boom, 
in  this  half-century,  has  been  fueled  by 


surging  technology.  That  surge  contin- 
ues. So,  if  you  can,  if  you're  careful, 
buy.  It's  the  beginning,  not  the  end. 

— The  First  Universal  Nation. 
by  Ben  Wattenberg 

A  Good  Deal  Is  No  Deal 

Odds  are  that  Mr.  Baker  will  return 
from  Baghdad  with  the  beginnings  of 
the  worst  of  all  possible  endings  to  the 
Gulf  crisis — a  deal. 

No  deal  conceivably  can  resolve  the 
real  threat — Saddam's  continued  de- 
velopment of  weapons  of  mass  de- 
struction coupled  with  the  capability 
to  deliver  them  at  long  ranges.  So  long 
as  his  chemical,  biological  and  nucle- 
ar weapons  programs  remain  in  place, 
he  will  rule  the  region  through  intimi- 
dation or  outright  invasion. 
— Karen  Elliott  House,  vice  president, 
international,  Dow  Jones, 
Wall  Street  Journal 

Stand  Together  or  Fall 

while  the  S&L  bailout  has  hung  a 
$300  billion  albatross  around  the  tax- 
payer's neck,  we  in  the  insurance  in- 
dustry bury  our  dead.  Insurance  com- 
panies pick  up  the  tab  when  one  of 
their  own  fails.  .  .  .  What  the  U.S.  fi- 
nancial system  needs  right  now  is  a 
new,  high-quality,  comprehensive 
regulatory  framework — one  that  will 
create  a  sound  financial  environment; 
and  one  that  will  allow  U.S.  financial 
service  companies  to  compete  on 
equal  footing  with  each  other  and 


I  o" 


^Stt/tO/W^W 


"Riiniojs  of  CI  buyout  of  the  entire  ( 'S.  eanioDiy  hy  the 
Ju/KUicsc  scut  the  stock  nuirket  souriuii^. " 


with  foreign  competitors. 

One  proposal  would  permit  finan- 
cial and  nonfinancial  companies  to 
affiliate  with  each  other  within  a 
holding  company.  Different  financial 
activities  would  be  conducted  in  sep- 
arately capitalized  subsidiaries  and 
each  separate  financial  activity 
would  be  regulated  by  appropriate 
state  and  federal  officials  along  func- 
tional lines. 

Another  way:  Create  a  blue-ribbon 
task  force  charged  with  fixing  the  U.S. 
financial  system,  with  representatives 
of  all  segments  of  the  industry — a  task 
force  to  forge  a  collective  solution. 

All  that  stands  in  the  way  of  pro- 
gress are  the  parochial  mind-sets  that 
have  divided  financial  services  into 
warring  fiefdoms.  The  very  essence  of 
our  collective  business  is  advising 
others  on  how  to  prepare  for  the  fu- 
ture. Wouldn't  it  be  ironic  if  our  in- 
dustry failed  to  act  together  to  insure 
our  system's  safety  and  soundness. 
— James  D.  Robinson  III,  chairman, 
American  Express  Co. 


An  executive  is  a  man  who 
can  make  quick  decisions 
and  is  sometim.es  right. 

— Elbert  Hubbard,  American  author 
(1856  1915) 


Not  for  Rockefeller  Center 

Millions  of  Americans  have  long 
believed  that  a  35-foot  blue  spruce 
on  the  Ellipse  in  Washington  is 
America's  official  Christmas  tree.  In 
fact,  the  official  tree  stands  267  feet 
tall  in  California's  Sierra  Nevada 
Mountains.  It  is  a  giant  sequoia 
named  General  Grant,  designated  by 
Federal  law  in  1926  as  "the  nation's 
Christmas  tree." 

The  General  Grant,  one  of  the  tall- 
est trees  in  the  world,  was  discovered 
in  1862  [and  is|  part  of  Kings  Canyon 
National  Park.  No  lights  twinkle  on 
the  General  Grant.  The  lowest  branch 
is  beyond  reach,  more  than  100  feet 
up.  No  woodsman  can  haul  it  off  to 
Rockefeller  Center.  Its  massive  trunk 
measures  106  feet  around.  This  is  a 
tree  to  inspire  humility  even  on 
Christmas.  It  is  more  than  3,500  years 
old;  it  was  well  over  a  thousand  years 
old  when  Christ  was  born. 

— New  York  Times 

Eternal  Gridlock 

If,  in  New  York,  you  arrive  late  for 
an  appointment,  say,  "I  took  a  taxi." 
— Andre  Maurois,  French  author 
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On  the  Frontiers 
of  Technology 


That's  the  arena  of  competition  for  today's  fighting  aircraft.  Up  where  nothing  less  than  the 
best  in  pilots,  equipment,  and  engineering  will  do. 

A  case  in  point:  United  Technologies  Pratt  &  Whitney  was  challenged  to  produce  a  new 
engine  for  the  state-of-the-art  F-15  and  F-16.  An  engine  that  would  deliver  greater  thrust, 

yet  weigh  less  than  existing  power  plants.  Building  that  engine  meant  enlisting 

metallurgical  suppliers  with  the  expertise  to  handle  exotic,  high-strength  space  age  metals 

and  turn  them  into  precision  parts.  Suppliers  like  Fansteel. 

The  titanium  alloy  which  makes  up  the  front  and  rear  fan  ducts,  augmentor  duct,  and 
spans  most  of  the  new  F100-PW-229  engine's  16-foot  length  is  formed  and  chemically 

milled  at  our  PSM  Los  Angeles  facility. 

Fansteel  is  a  proud  player  on  the  team  that  delivers  a  revolutionary  power  plant  highlighted 
by  an  8-to-1  thrust-to-weight  ratio  while  remaining  the  lightest  engine  in  its  class. 

We're  out  there  on  the  frontiers  of  technology. 
That's  one  more  reason  it  will  pay  you  to  know  more  about  us. 


!!Fanstecl 


An  integrated  producer  of  aircraft/aerospace, 
metal  working  and  energy-related  products. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (708)  689-4900 
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for  you.  To  learn  how  our  asset  management,  private  banking  and  trust  serv  ices 


can  benefit  you,  call  Brian  Keeney,  Senior  Vice  President,  at  1-800-772-TRUST 
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Commentary 

on  Events  at  Home  and  Abroad 

By  CasparW  Weinberger,  Publisher 


AMERICA'S  BEST  DEFENSE- 

The  all-volunteer  force,  which  has  been  one  of  the  great 
success  stories  of  America's  military  in  the  1980s,  is, 
predictably,  coming  under  attack.  In  1973  the  all-volun- 
teer system  replaced  the  draft,  which  in  large  part  had  been 
responsible  for  the  rending  of  the  social  fabric  in  our 
country  during  the  Vietnam  War.  The  protestors  were  not 
so  much  against  the  Vietnam  War  as  they  were  fighting  a 
system  that  might  require  them  to  serve  in  our  military. 
Of  course,  the  fact  that  if  they  were  drafted  they  might 
have  to  serve  in  Vietnam  added  enormously  to  the  vio- 
lence of  their  protests. 

The  all-volunteer  program  of- 
fered improvements  in  benefits, 
specialized  training,  assignments 
by  choice  and  opportunities  for 
those  who  wanted  to  serve. 

Most  of  the  early  critics  of  the 
system  claimed  that  we  would 
never  be  able  to  attract  enough  vol- 


ITS  ALL  VOLUNTEER  FORCE 

both  career  officers  and  volunteers  also  moved  up  sharply. 
That  happy  condition  continues. 

Now,  however,  the  opponents  of  the  all-volunteer  sys- 
tem are  again  raising  their  voices,  contending  there  is 
something  "unfair"  about  the  system  because  the  three 
services  do  not  precisely  mirror  the  various  segments  of 
the  civilian  population.  This  vague  phraseology  of  the 
critics  translates  to  a  "liberal"  worry  that  there  are  "too 
many  blacks"  serving.  Of  all  the  specious  criticisms  and 
arguments  directed  against  military  matters  in  the  United 
States,  this  criticism  of  the  volun- 
teer system  is  probably  the  worst. 
The  fact  that  a  few  more  blacks 
want  to  be  in  the  service  than  some 
percentage  formula  would  allow  is 
a  tribute  to  the  patriotism  and 
fighting  skills  of  those  who  volun- 
teer. One  wonders  what  sort  of 
remedy  could  establish  equality  in 


unteers  to  fill  the  services'  needs.  This  was  a  justified  fear 
in  the  Carter  years,  when  pay  and  benefits  were  allowed  to 
fall  well  below  the  skyrocketing  inflation  of  those  years. 
Far  too  many  military  families  had  to  rely  upon  food 
stamps  to  eke  out  their  incomes.  Of  course,  this  led  to  a 
sharp  drop  in  number  and  in  qualifications  of  volunteers. 

These  factors,  coupled  with  the  failure  of  the  Carter 
Administration  to  support  our  forces  or  to  encourage  the 
American  people  to  respect  the  military,  led  to  the  conven- 
tional wisdom  that  we  must  resort  to  a  draft.  In  fact,  when 
President  Reagan  took  office  in  1981,  the  question  was  not 
whether,  but  when,  we  would  return  to  the  draft. 

In  less  than  six  months  the  Reagan  Administration 
changed  all  that.  It  sought  and  received  substantial  in- 
creases in  the  pay  and  allowances  for  the  troops.  Further, 
the  President,  by  his  leadership  and  the  high  priority  set  on 
regaining  our  military  strength,  achieved  vastly  improved 
morale.  In  a  little  over  a  year,  not  only  were  the  available 
positions  filled,  but  there  was  a  waiting  list  at  virtually  all 
recruiting  centers.  In  1973,  66%  of  the  draftees  were  high 
school  graduates.  Today,  98%  of  our  volunteers  have  high 
school  diplomas.  Reenlistments  and  retention  rates  of 


Sen  ui,Li  Aiucn'ai  i/i  the  (,iil/ 

the  services  by  population  fcg-mulas.  Should  those  patriot- 
ic, skilled  blacks  who  want  to  volunteer  be  denied  because 
more  whites  are  not  volunteering?  Critics  contend  that 
the  only  fair  system  is  to  draft  everyone  because  otherwise 
a  vague  group  known  to  the  critics  as  "white  elites"  will 
not  be  required  to  serve.  The  essence  of  the  volunteer 
system  is  that  we  should  rely  on  people  who  want  to  serve, 
not  on  those  required  to  serve.  We  get  a  vastly  better 
military  service,  and  we  eliminate  the  thousands  of  people 
who  do  not  want  to  serve  and  who  would  disrupt  the  life  of 
the  nation  with  demonstrations. 

There  is  no  way  that  a  draft  could  require  ereryoiie  from, 
say,  18  to  28  to  serve,  because  that  would  require  drafting 
millions  more  than  Congress  would  pay  for.  So  any  draft 
would  have  to  have  exemptions,  and  any  exemptions 
would  lead  to  the  usual  charges  of  favoritism,  etc. 

The  arguments  against  the  volunteer  system  and  for  the 
draft  are  so  weak  that  they  lead  to  the  suspicion  that  those 
calling  for  the  draft  really  have  the  ulterior  motive  of 
creating  conditions  under  which  the  U.S.  can  never  really 
have  an  effective  military,  let  alone  fulfill  our  responsibil- 
ity as  the  world's  only  superpower. 
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Our  Software 
IsBdiind 

Almost  EvCTv 
Company 

In  This 
Magazine. 


IDI 


cu 


CAQGs 


Big  or  small,  young  or  old,  the  companies  of 
the  Business  Week  Global  1000  seem 
to  agree  on  one  thing. 
Computer  Associates  software. 
Virtually  every  company 

mentioned  uses  it  on  their 

cAscompucng  mainframe,  midrangeor 

Architecture  For         .  .  ^ 

The  90s  protects  microcomputers. 

and  enhances  the  -tttu  .rt 

value  of  every  CA  W  iVyi 

so/iware  solution.  "^  „  .      rr  i 

Because  CA  offers  the  most 
effective,  integrated  software  solutions  in  the 


world.  They  can  help  make  your  information 
systems  more  productive-  while  controlling 
costs  at  the  same  time. 

And  that's  why  you'll  find  Computer 
Associates  software  wherever  you  find  the 
world's  most  successful  companies. 

After  all,  these  days  the  right  software  can 
really  give  a  company  a  competitive  edge. 
Everyone 
knows  that. 

Almost. 


GOMPUTER' 

rissociATES 

Software  superior  by  design. 


1 1990  Computer  Associates  International,  inc.,  711  Stewart  Avenue,  Garden  City,  NY  11530-4787  1-800-645-3003 


What^s  Ahead  for  Business 


Edited  by  Howard  Banks 


Manufacturers 
are  cutting 
more  than 

consumers  are 


Inventories  are 
under  control 
and  the  yield 

curve's  positive 


The  Fed  has 

been  reactive. 

It  should  be 

proactive. 


THE  CLASSIC  RECESSION  WARNINGS  ARE  MISSING 

The  downturn  in  U.S.  manufacturing  may  not  be  as  bad  as 
suggested  by  the  1.7%  drop  in  industrial  production  in  November, 
even  though  it  is  the  third  monthly  decline  in  a  row  and  the  sharpest 
drop  since  the  last  recession,  in  1981-82.  Most  of  the  drop  seems  to 
have  been  caused  by  preemptive  cuts  by  the  automakers.  "We  are 
determined  to  keep  inventories  in  line  with  demand,"  said  new  gm 
Chairman  Robert  Stempel,  when  he  ordered  five  plants  shut  for  a  week 
in  early  December. 

Yet  on  the  face  of  it,  output  is  being  cut  faster  than  demand  is  falling. 
Retail  sales  have  been  much  stronger  than  expected,  partly  thanks  to 
widespread  pre-holiday  sales.  "Never  before  has  output  been  cut  in 
advance  of  a  major  downturn  in  this  way,"  points  out  Adrian  Dillon, 
chief  economist  of  Eaton  Corp. 

The  result  can  be  seen  in  historically  low  inventories.  In  relation 
to  sales,  inventories  have  been  on  a  steady  downtrend  since  the  early 
1980s,  thanks  to  computer  controls  and  just-in-time  deliveries.  These 
latest  production  cuts  could,  says  Dillon,  leave  the  November  inven- 
tory figures  at  their  lowest  level  ever  relative  to  sales. 

This  means  that  one  of  the  classic  warning  signs  of  an  impending 
recession,  rapidly  rising  inventories  in  factory  warehouses  and  fields 
full  of  unsold  cars  in  the  Midwest,  is  missing.  Also  missing  is  that 
other  bellwether  of  a  recession,  an  inverted  yield  curve.  It  has  become 
clearly  positive.  Since  tlie  recent  budget  agreement,  the  Federal  Re- 
serve has  cut  the  discount  rate  from  8%  to  7'/4%  (and  may  cut  again 
after  this  is  written). 

The  market,  meanwhile,  expecting  renewed  inflationary  pressure 
(though  none  is  apparent;  witness  falling  commodity  prices),  has  not 
cut  long  bond  rates  by  as  much. 

For  all  these  positive  signs,  the  economy  is  nevertheless  a  great 
deal  less  resilient  now  than  the  last  time  it  was  threatened  with 
recession,  in  1986.  And  since  early  1990  there  has  been  a  steady  policy 
U-turn:  Corporate  taxes  have  been  raised,  through  higher  payroll  taxes, 
the  clean  air  legislation  and  the  fee-taxes  in  the  recent  budget  deal. 
Even  more  important  has  been  Congress'  refusal  to  cut  capital  gains 
taxes,  which  threatens  to  stifle  new  investment,  one  of  the  most 
consistent  growth  elements  in  the  1980s. 

The  Fed  has  deliberately  squeezed  the  economy  down  to  a  miserable 
1.2%  average  real  growth  since  the  first  quarter  of  1989.  And  its  recent 
easing  "has  only  been  following  a  slowing  market  down,"  says  Stephen 
Enten  of  the  Institute  for  Research  on  the  Economics  of  Taxation. 
"The  Fed  has  yet  to  take  the  lead."  Perhaps  all  the  gloomy  economic 
headlines  will  finally  encourage  Federal  Reserve  Chairman  Alan 
Greenspan  to  go  for  some  more  aggressive  pump  priming. 
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The  Forbes  Index 
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After  rising  almost  steadily  in  the  first  eight  months  of  the 
year,  output  of  the  nation's  mines,  factories  and  utilities 
fell  for  three  straight  months,  including  a  sharp  1.7% 
decline  in  November.  The  economic  slowdown  is  also 
visible  in  the  net  drop  in  nonfarm  payrolls  of  662,000 
workers  since  June.  The  number  of  initial  unemployment 
claims  in  November  shot  up  to  its  highest  level  since  April 
1983.  Nearly  6%  of  the  eligible  work  force  is  unemployed. 
November  retail  sales  were  5%  higher  than  they  were  a 
year  ago,  but-the  inflation-adjusted  figure  shows  no  gain. 


Otiier  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

10.0% 

Auto  sales  year  to  date  vs.  1989' 

Ward's  Automotive 

-3.3% 

Indei  at  leading  indicators  September  vs.  August 

DepI  ol  Commerce 

-0.8% 

Trade  balance  last  12  months  ending  August  1990 

Oept  ol  Commerce 

-JlOO  bil 

Producer  price  index  October  vs.  1989^ 

Dept  ol  Labor 

64% 

GNP  3rd  quarter  vs.  2nd — annualized  growth 

Oept  of  Commerce 

1.8% 

NBER  Experimental  Recession  Probability  Index'' 

Natl  Bureau  of  Economic  Research      6  0% 

'U.S  ■  tased  manutactufers.  excludes  imports,  as  ol  11/10/90  'Finished  goods.  'September 

1990. 

Index  Components 


The  Forbes  Index  is  a  measure  of  U.S  economic  activity 
composed  of  8  equally  weighted  elements:  Total  Industrial 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  Installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
U.S.  government  data.  The  last  14  months'  data  for  each 
series  are  presented  below. 


Industrial  production  index  (1987  =  100) 
seasonally  adjusted  (Federal  Reserve) 


New  unemployment  claims  average  for  month 
(thousands)  seasonally  adjusted  (Oept.  ol  Labor) 
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Consumer  price  indexes  (1982-84  average  =  100) 
all  urban  consumers,  unadjusted  (Dept.  of  Labor) 
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Personal  income  ($billions)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept.  of  Commerce) 


Consumer  Installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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Staq^  is 
State-of-theArt. 


Chris  is 
Compatible. 


Uniforce 
Temps! 


Uniforce  Temporary  Services 
gives  you  what  you  need  above 
all  else  -  the  most  experienced, 
thoroughly  tested  and  highly 
skilled  temporary  professionals 
in  your  marketplace.  In  other 
words. .."State-of-the-Art" 
temporaries.  When  Uniforce  sends 
one  or  a  team  of  temps  to  work  in 
your  office,  you  can  be  sure  they'll 
be  a  perfect  fit.  You  can  count  on 
Uniforce  temps  because  their 
skills  are  matched  precisely  to 
your  PC,  word  processing  and 
data  entry  needs.  In  other  words, 
they're  "Compatible." 

Only  Uniforce  tests  on  Skill  Wiz^, 
our  state-of-the-art,  hands-on, 
automated  testing  system.  Skill 
Wiz'^  measures  a  temp's  exact 
skills  and  level  of  expertise  up 
front  on  up  to  28  different 
systems. ..your  systems!  There 
are  no  false  starts  when  Uniforce 
temps  arrive  for  work.  They're 
Immediately  productive. 


Uniforce  temps  are  already 
familiar  with  what  you  need  to  get 
the  job  done  because  we've  done 
our  job.  That's  your  satisfaction 
guarantee.  Just  one  phone  call 
will  get  you  one  or  one  hundred 
temps  -  available  at  a  moment's 
notice  -  'round  the  clock  and 
weekends  too.  Next  time  you 
need  help  for  your  automated 
office,  call  Uniforce  and  ask  for 
"State-of-the-Art"  temps.  We'll 
send  you  the  right  people  -  the 
first  time  -  "Compatible,"  Uniforce 
temps!  We're  in  the  white  pages. 

•  AUTOMATED  OFFICE 
•GENERAL  OFFICE 
•MARKETING 
•TECHNICAL 

•  RECORDS  MANAGEMENT 
•HOSPITALITY 

•LEGAL  SUPPORT  , 

•  LIGHT  INDUSTRIAL 


YOUR  SEARCH  FOR  EXCELLENCE  IS  OVER 

unirorce 

temporary  personnel,  inc. 


Franchises  available  in  select  areas. 
For  information  call  (516)  437-3300. 
EOEli/1/F/H 


Before  filling  ai : 
position^chedl 


For  the  Nissarf  Maxima  SE,  they  are  as  follows:"Ten  Best  Cars"  Car 
and  Driver  magazine';  'All-Star'' Automobile  Magazine;"Best  Buy  in  a 
Sports  Sedan  for  Under  $20,000,"  Car  and  Driver  magazine; 
"Thie  Best  $20,000  Sedan",  Automobde  Magazine? 

TTie  qualifications  are  equally  impressive.  30 
liter,  fuel-injected,  160-horsepovv^er  V6  engine. 
Four-wheel,  fully  independent  suspension. 
Power-assisted  rack  and  pinion  steering. 
Four-wheel  disc  brakes.  Available  anti- 
lock  brakes.  Alloy  wheels.  Fully 
appointed  luxury  interior 
with  room  for  five  adults. 

A  delivery  time  of  30- 
45  days' and  superb  resale 
value  further  enhance  the 
candidate's  credentials. 

To  arrange  an  interviev^ 
caU  1-800-323-5313. 


NISSAN 


Nissan  Fleet  Sales. 
Built  for  the  Human  Race: 


*Carind  Driver  lanuary  1990  **  References  are  to  1990  model  ^  For  popular  deer  models 
Smart  people  always  read  the  fine  print  And  they  always  wear  theii  seat  belts 
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Forbes 


McDonnell  Douglas  will  report  earnings  of  $10  per  share  for 
1990,  but  the  earnings  are  shaky,  and  some  of  its  capital  is  a 
paper  entry  that  may  never  he  turned  into  cash. 

McDonnell  Douglas' 
make-or-break  year 


By  Richard  L.  Stem 
and  Thomas  Bancroft 


WILL  McDonnell  Douglas 
be  the  next  major  victim  of 
the  great  shakeout  of  the 
1990s — along  with  the  likes  of  Don- 
ald Trump,  Federated  Department 
Stores  and  some  major  banks? 

At  the  very  moment  when  lenders 
and  investors  are  pulling  back  from 
financing  troubled  companies,  St. 
Louis-headquartered  McDonnell 

Douglas  Corp.,  the  nation's  leading 
defense  contractor,  faces  a  triad  of 
troubles:    an    overstretched    balance 


sheet,  poor-quality  earnings  and 
mounting  procurement  scandals.  De- 
spite its  denials,  McDonnell  Douglas 
is  on  thin  ice. 

Unless  a  miracle  happens — and  fi- 
nancial miracles  are  scarce  these 
days — McDonnell  Douglas  may  this 
year  come  into  violation  of  loan  cove- 
nants that  require  it  to  maintain  $1  in 
equity  for  every  Si.  15  in  debt. 

The  company  also  faces  more  than 
the  usual  grumbling  from  its  main 
customer,  the  U.S.  government.  The 
Justice  Department  is  conducting  a 
criminal  investigation  into  whether 
McDonnell  Douglas  employees,  per- 


The  proposed  Naiy  A- 12  Stealth  attack  plane 

$1  billion  over  budget  and  threatened  with  cancelation. 


haps  with  the  help  of  U.S.  Navy  offi- 
cials, cooked  the  books  to  get  the 
company  hundreds  of  millions  more 
in  progress  payments  on  the  Navy's 
A- 12  Stealth  attack  aircraft  than  the 
company  had  yet  earned.  Company 
officials  neither  deny  nor  confirm  the 
charges. 

The  charge  of  speeded-up  paynjents 
is  not  the  end  of  the  A- 12  problems. 
The  Pentagon  alleges  that  the  34. 8 
billion  development  program  for  the 
Stealth  is  $1  billion  over  budget  and 
18  months  behind  schedule,  and  is 
threatening  to  cancel  it.  The  Penta- 
gon also  says  that  the  plane  could  be 
too  heavy  for  carrier  operations. 

McDonnell  Douglas'  C-17  trans- 
port plane  is  another  major  headache; 
it  is  woefully  behind  schedule  and, 
according  to  two  different  govern- 
ment estimates,  could  be  $500  mil- 
lion to  $800  million  over  budget. 

Why  would  the  Pentagon  let  the 
company  collect  payments  before 
they  were  earned?  Confidential  Pen- 
tagon audit  documents  rate  the  com- 
pany a  "possible  bankruptcy."  It 
could  be  that  the  military  doesn't 
want  to  see  a  major  supplier  go  to  the 
wall  or,  hat  in  hand,  ask  for  a  congres- 
sional bailout.  The  public  today  is  in 
no  mood  for  another  Chrysler  or 
Lockheed  on  the  heels  of  the  savings 
and  loan  mess. 

On  the  surface,  things  don't  look  so 
bad  for  McDonnell  Douglas.  It  will 
probably  report  over  $10  a  share  in 


36 


FORBES,  JANUARY  7,  1991 


earnings  in  1990,  versus  $5.72  last 
year.  But  even  a  cursory  examination 
of  the  numbers  shows  that  earnings 
are  shaky,  if  not  ephemeral. 

Start  with  cash  flow.  It  was  a  nega- 
tive $35  million  by  the  third  quarter 
of  1990.  In  1991  the  bleeding  of  cash 
could  accelerate  as  the  likelihood  in- 
creases that  the  U.S.  government  will 
force  the  company  to  pay  for  cost 
overruns  under  the  new  fixed-price 
contract  system.  Also  facing  the  com- 
pany is  a  demand  for  $500  million 
from  Internal  Revenue  for  deferred  in- 
come taxes. 

The  great  hope  for  improving  the 
cash  flow  situation  is  from  deliveries 
of  the  new  MD-II  wide-body  com- 
mercial jet.  But  how  much  that  proj- 
ect will  help  cash  flow  depends  on 
how  fast  the  company  can  ramp  up 
production — a  questionable  prospect. 

Balance  sheet?  Frighteningly 
stretched.  Debt,  at  $3  billion,  is  al- 
most equal  to  equity.  Even  the  com- 
pany's bankers  agree  McDonnell 
must  borrow  at  least  $1  billion  more 
in  1991.  If  debt  hits  $4  billion,  Mc- 
Donnell Douglas  will  probably  be  in 
default  of  loan  covenants. 

Let's  look  at  that  $10-per-share 
eamings  figure  for  1990.  A  full  $8.50 
of  that  ($326  million)  involves  pen- 
sion plan  accounting  changes  that 
bring  in  not  a  penny  in  new  cash. 
Without  this  gimmickry,  McDon- 
nell's eamings  are  a  lot  closer  to  $1  a 
share — a  paper-thin  $40  million  on 
revenues  of  almost  $17  billion.  And 
even  that  $1  would  vanish  if  McDon- 
nell Douglas  were  to  recognize  losses 
on  the  A- 12,  losses  on  which  its  50-50 
partner  in  the  project.  General  Dy- 
namics, has  already  taken  a  $426  mil- 
lion writedown  and  may  take  more. 

If  McDonnell  Douglas  were  not 
able  to  take  pension  gains  and  took 
anywhere  near  this  big  a  writedown, 
it  would  come  dangerously  close  to 
the  ceiling  on  its  loan  covenant. 

McDonnell  Douglas  argues  that  it, 
unlike  General  Dynamics,  need  not 
take  so  large  a  loss  on  the  A- 1 2.  Chair- 
man John  McDonnell,  son  of  founder 
James  McDonnell,  was  unwilling  to 
talk  with  Forbes,  but  Herbert  Lanese, 
vice  president  in  charge  of  financing, 
spoke  for  him.  Lanese  said  the  Navy  is 
partially  to  blame  for  the  A- 1 2  over- 
runs and  it  is  an  open  question  who 
will  have  to  eat  how  much  of  the  loss. 
Yet  General  Dynamics,  which  isn't  in 
the  greatest  shape  either,  has  bitten 
the  bullet. 

Lanese  does  admit  that,  because  of 
questions  over  the  A- 1 2  accounting, 
the  Securities  &  Exchange  Commis- 
sion has  held  up  approval  of  a  $1.5 
billion  commercial  paper  registration 


McDoiDii'll  l)(Mt)^/(is  (IxiiiDUiii  Jolni  Mcl)<»iiicll 
WUl  he  be  the  last  of  the  dynasty? 


since  last  April. 

Avoiding  that  writeoff  leaves  Mc- 
Donnell Douglas  for  the  moment 
with  a  cushion  of  about  $700  million 
before  it  exceeds  the  maximum  bor- 
rowing ceiling  in  its  loan  covenant. 
The  company  recently  announced  it 
had  a  new  $750  million  line  of  bank 
credit.  McDonnell  says  that  this 
shows  the  banks'  confidence.  But  it 
could  also  be  a  last-ditch  effort  by  the 
banks,  already  on  the  hook  for  bil- 
lions,  to   keep  the  company  going. 


Moreover,  almost  all  of  the  new  line 
goes  to  replace  an  expired  credit  line. 
Besides  the  A- 12  problem,  a  num- 
ber of  Wall  Street  analysts — 
PaineWebbcr's  jack  Modzclewski 
among  them — think  the  company 
should  have  taken  another  writedown 
of  up  to  $  100  million  on  cost  overruns 
for  the  T-45  Navy  trainer.  Then,  says 
Modzclewski,  there  arc  the  cost  over- 
runs on  the  C-17,  which  at  least  theo- 
retically McDonnell  Douglas  should 
write  down  this  year.  The  Air  Force 


Air  Force  C-17  transport  under  construction  at  I.oni^  licach 
Win  McDonnell  write  down  the  cost  overruns  this  year? 
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puts  the  number  at  a  conservative 
$500  million. 

Chief  Financial  Officer  Lanese  has  a 
fairly  rosy  scenario.  Besides  pooh- 
poohing  the  need  for  writeoffs,  he  pre- 
dicts McDonnell  Douglas'  cash  flow^ 
will  turn  positive  again  in  the  fourth 
quarter  of  1991.  What  will  put  it 
there?  The  company's  great  hope,  the 
commercial  wide-bodied  MD-11 .  Lan- 
ese says  these  will  be  rolling  off  the 
Long  Beach,  Calif,  production  line  at  a 
rate  of  one  a  week  by  then. 

But  this  is  a  thin  reed  to  lean  on. 
The  MD-11  is  already  way  behind 
schedule,  and  sources  doubt  it  will 
meet  its  production  commitments; 
while  five  planes  were  due  to  be  deliv- 
ered by  the  end  of  1990,  as  of  late 
December  only  two  had  been. 

The  aircraft  also  has  technical  trou- 
bles. Right  now  McDonnell  Douglas 
is  negotiating  with  American  Air- 
lines, which  has  ordered  15  MD-lls. 
American  wants  to  be  reimbursed  be- 
cause the  plane  is  not  meeting 
McDonnell's  promised  performance 
on  fuel  efficiency. 

Analyst  Judith  Comeau  of  Gold- 
man, Sachs  doubts  the  company  can 
reach  the  plane-a-week  production 
level  that  Lanese  projects  for  199rs 
fourth  quarter.  Every  plane  short  of 
that  goal  reduces  the  company's  oper- 
ating profit  by  many  millions  of  dol- 
lars and  reduces  cash  flow  from  amor- 
tization even  more. 

McDonnell  Douglas  has  firm  orders 
for  173  MD-lls  and  options  for  202 
more.  That's  about  $15  billion  worth 
of  orders.  But  an  order  is  just  that — an 
order.  It  can  evaporate  when  the  cus- 
tomers are  hard-pressed,  as  some  are 
today.  And  it  can  evaporate,  too,  if 
customers  are  unhappy  with  a  new 
plane's  performance.  Some  airlines 
are  said  to  be  negotiating  with  Boeing 
and  Airbus  to  switch  some  of  their 
later  so-called  firm  orders  for  MD- 1 1  s 
to  those  makers'  aircraft. 

How  has  McDonnell  Douglas  got- 
ten into  this  fix?  Part  of  the  problem 
lies  in  the  company's  stubborn  insis- 
tence on  staying  in  the  commercial 
aircraft  business,  against  competition 
from  the  formidably  efficient  Boeing 
and  the  subsidized  European  Airbus 
Industrie. 

Can  the  market  sustain  three  man- 
ufacturers of  big  commercial  jets?  It  is 
by  no  means  clear  that  it  can.  Yet  the 
McDonnell  Douglas  board  has  always 
pulled  back  from  the  brink  of  closing 
down  its  moneylosing  Long  Beach  op- 
eration. At  the  same  time,  it  has  also 
shrunk  from  the  massive  investment 
needed  to  produce  all-new  competi- 
tive airliners.  The  nonrecurring  cost 
of  Boeing's  new  111  twin-engine  jet 


will  be  over  $5  billion  up  front. 
There's  no  way  McDonnell  Douglas 
could  come  up  with  that  much. 

John  McDonnell  tried  over  the  past 
couple  of  years  to  revamp  the  compa- 
ny by  introducing  something  called 
Total  Quality  Management.  The  first 
move  was  to  take  the  jobs  away  from 
most  top  managers.  Arguably,  many 
of  them  should  have  lost  their  jobs, 
but  the  result  was  chaos  and  a  virtual 
shutdown  of  production  at  Long 
Beach.  He  dropped  the  notion  and  an- 
nounced up  to  17,000  layoffs  in  July. 
The  result  at  McDonnell  Douglas  "has 
been  an  undercapitalized  civil  manu- 
facturing operation  that  is  a  sad  shad- 
ow of  the  company  that  dominated 
commercial  airliner  manufacturing 
until   the   1950s  but  since  then  has 


The  MD- 1 1 

The  company's  great  hope. 

never  made  real  money. 

Moreover,  there  are  question  marks 
over  every  major  program  the  compa- 
ny is  involved  in.  Its  major  existing 
programs,  the  F-I5  and  F-I8  fighters, 
are  running  down.  The  Marines' 
jumpjet  is  approaching  the  end  of  its 
production  run.  McDonnell  Douglas 
stands,  at  best,  to  get  only  half  a  share 
(with  Northrop)  in  the  Air  Force's 
new  Advanced  Tactical  Fighter,  if 
that  program  goes  ahead  in  the  spring. 
The  perennial  complaints  that  earlier 
problems  with  its  Apache  attack  heli- 
copter have  yet  to  be  fixed  will  only 
be  answered  for  sure  if  the  chopper  is 
tested  in  a  war  with  Iraq.  Meanwhile, 
demand  for  the  company's  long-run- 
ning MD-80  airliner  is  weakening. 

Why  is  McDonnell  Douglas  so 
hard-pressed  to  make  money  on  a  rev- 
enue volume  that  approaches  $17  bil- 
lion? Manufacturing  inefficiency  and 
management  foul-ups  are  largely  to 
blame.  Take  the  C-17,  a  large  military 
transport  plane  theoretically  capable 
of  landing  on  dirt  airstrips  close  to 
battlefields.  Unlike  with  any  other 


large  transport  plane  designed  by  the 
Douglas  division,  the  company  made 
the  decision  to  subcontract  out  49% 
of  the  tooling.  An  internal  audit 
memo  obtained  by  Forbes  dated  Au- 
gust 1989  estimates  68%  of  the  tools 
and  dies  made  by  outside  vendors 
came  back  "incomplete  or 
nonconforming."  Former  employees 
whose  job  it  was  to  ascertain  that 
tools  met  the  proper  specifications 
say  that  in  order  to  avoid  delaying 
receipt  of  progress  payments,  the 
company  would  often  pay  the  vendors 
despite  the  shoddy  work,  and  fix  the 
tools  in-house.  It  would  then  bill  the 
government  both  for  the  tools  and  for 
the  fixing.  McDonnell  denies  it. 

Statements  from  ex-employees 
must,  of  course,  be  taken  with  a  grain 
of  salt.  Regardless,  it  is  likely  some  of 
these  people  will  be  testifying  before 
Congress,  and  the  bad  publicity  will 
hurt.  It  is,  however,  worth  noting  that 
McDonnell  Douglas  executives  admit 
there  have  been  foul-ups  in  its  billing 
procedures  but  deny  charges  that 
some  work  on  the  MD-1 1  was  deliber- 
ately billed  to  the  government.  But 
they  say  some  C-17  work  was  also 
inadvertently  billed  to  the  MD-11, 
and  in  the  end  the  government  came 
out  ahead. 

Congressional  investigators  claim 
that  McDonnell  Douglas  employees 
sometimes  took  five  hours  to  do  work 
on  the  C-17  that  the  company  itself 
had  estimated  should  not  take  more 
than  one  hour.  By  April  that  ratio 
appears  to  have  doubled — to  ten  hours 
of  work  that  the  company  estimated 
should  have  taken  only  an  hour. 
There  is  little  doubt  that  the  congres- 
sional probers  have  information  that 
is  going  to  be  embarrassing  in  the 
extreme  to  the  company. 

Congress  and  the  Pentagon  are  just 
coming  to  grips  with  the  reality  of  a 
defense  budget  down  9%  in  real,  infla- 
tion-adjusted terms.  Granted,  we  do 
not  live  in  a  safe  world,  and  even  if 
Saddam  Hussein  is  civilized  by  force 
or  persuasion,  there  will  be  other  dan- 
gerous little  Hitlers  around.  But  in  the 
face  of  a  defanged  Soviet  Union,  peo- 
ple are  asking  whether  dealing  with 
these  political  gangsters  requires  the 
same  investment  in  high  technology 
that  confronting  the  Soviet  Union 
did.  Yet  the  U.S.  has  not  canceled  a 
single  major,  high-cost  program. 
When  it  does  there  will  be  massive  job 
losses,  plant  closings  and  possibly 
corporate  insolvencies. 

McDonnell  Douglas  may  or  may 
not  be  one  of  the  survivors.  Heir  to 
some  of  the  finest  traditions  in  U.S. 
aviation,  McDonnell  Douglas  faces  in 
1 99 1  a  year  of  decision.  ■ 
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Leave  it  to  Walt  Disney^  Co.  to  figure  the 
cheapest  way  to  wring  moneys  from  star- 
struck  fapanese  investors. 


Mickey 
sharp 


By  Lisa  Gubemick 


COLUMBIA  Pictures  sold  out  to 
Sony  Corp.  for  $3.4  billion, 
MCA  to  Matsushita  for  $6.6  bil- 
lion. The  money  men  at  Walt  Disney 
Co.  are  tappmg  Japan's  vast  pool  of 
capital  for  as  much  as  $600  million 
without  selling  even  a  sliver  of  the 
company. 

Late  last  year  Disney  offered  Japa- 
nese investors  a  chance  to  buy  into 
something  called  Touchvi^ood  Pacific 
Partners  I,  L.P.  Touchwood  is  a  $600 
million  leveraged  limited  partnership; 
minimum  investment:  probably  $1 
million. 

The  limited  partners  will  put  up 
$191  million  in  equity  (Disney  is  put- 
ting in  a  token  $2  million  in  equity) 
and  take  on  $420  million  of  debt.  Af- 
ter closing  costs  and  fees  of  around 
$13  million,  that's  $600  million  for 
Disney's  projects,  and  all  off  the  com- 
pany's balan(pe  sheet. 

The  deal  is  a  shining  example  of 
American  financial  inventiveness, 
which  is  another  way  of  saying  the 
Japanese  will  be  lucky  to  see  much  of 
a  return  on  their  capital.  Here's  why: 

Disney    plans    to    spend    Touch- 
wood's money  producing  about  25 
movies.  Since  a  new  team,  led  by 
Michael   Eisner,    took  over  in 
1985,  Disney  has,  on  average, 
booked    revenues    of    around 
$70  million  per  film.  That  in- 
cludes all  markets — interna- 
tional box  office,  television, 
videocassette. 

Judging    by    the    studio's 
past   performance,    the   25 
films  should  bring  in  $1.8 
billion    in    gross    receipts. 
Under    the    terms    of    the 
Touchwood       partnership, 
Disney  would  get  almost 
$1  billion  of  that  for  dis- 
tribution   fees    before    a 


Mouse's 
pencil 


nickel  was  paid  out  to  Touchwood. 
(Disney  also  gets  $100  million  for 
overhead  and  development  fees.) 

Leaving  a  potential  $800  million  for 
the  Touchstone  partners?  Not  quite. 
Hear  this:  Another  10%  comes  off  the 
top.  This  Disney  holds  to  pay  residu- 
als— payments  to  union  members 
who  helped  make  the  picture — and 
for  what  is  called  "third-party  partici- 
pations." The  latter  is  money  given  to 
producers,  actors  and  directors  for 
signing  onto  a  deal.  That  takes,  if  the 
past  is  guide,  another  $175  million. 

That  in  turn  would  leave  for  the 
limited  partners  $625  million — not 
enough  to  cover  their  debt  and  its 
interest  and  repay  their  equity. 

No,  the  limited  partners  aren't  sim- 
ply pouring  their  money  down  the 
sink.  It  isn't  as  bad  as  that.  Should  the 
films  fail  to  break  even,  Disney  has 
guaranteed  it  will  give  up  its  distribu- 
tion fees  to  cover  the  costs  of  the 
investment  by  the  time  the  partner- 
ship terminates,  no  later  than  late 
1997.  But  the  payment  is  guaranteed 
only  in  non-inflation-adjusted  dollars. 
And  note  that  no  profit  is  guaranteed. 
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Meanwhile,  Disney  has  the  use  of 
$600  million,  interest-free,  and  gets  to 
pay  back  in  cheaper  future  dollars. 

Of  course,  it  could  well  be  that  the 
movies  will  do  better  than  the  average 
Disney  movie  in  years  past.  Ticket 
prices  have  been  rising,  and  Disney 
films  have  worldwide  appeal.  That's 
the  upside  for  the  Touchwood  part- 
ners. But  for  that  they  will  really  need 
to  touch  wood:  To  give  them  even  a 
modest  profit,  the  Touchwood-fi- 
nanced films  would  probably  have  to 
beat  Disney's  previous  average  film 
gross  by  at  least  a  third.  It  couldhappen. 
However,  the  Touchwood  folks 
can't  count  on  a  couple  of  blockbust- 
ers to  bail  them  out.  All  Touchwood- 
produced  films  are  cross-collateral- 
ized.  That's  another  heads  Disney 
wins,  tails  investors  lose  situation,  in 
which  losses  from  one  film  arc  offset 
by  another's  profits. 

Even  if  a  Touchwood-produced  film 
is  successful  enough  to  merit  a  sequel 
(Disney's  Ihivc  Men  ciiid  a  Ikihy.  for 
example,  spawned  this  season's  Ihivc 
Ah'N(iiu/(il.illk'//i(/y],  there's  no  guaran- 
tee that  Touchwood  investors  will  see 
anything  for  the  rights  to  a  remake, 
sequel  or  television  series.  Disney  it- 
self can  make  the  sequels. 

When  the  partnership  unwinds,  Dis- 
ney has  an  exclusive  call  on  whichever 
films  It  wants.  Who  sets  the  purchase 
terms?  Disney,  of  course. 

If  the  Touchwood  scheme  sounds 
familiar,  that's  because  it  is  a  refine- 
ment of  another  highly  efficient  Dis- 
ney capital-raising  machine,  the  Sil- 
ver Screen  partnerships  (Forbes,  Mcir 
21.  /'AS'.S').  Silver  Screen  partnerships 
II,  III  and  IV  have  raised  nearly  $900 
million  for  Disney  since  1985  (Silver 
Screen  I  raised  money  for  Time  War- 
ner's HBO  projects).  While  the  upfront 
fees  to  Silver  Screen's  promoters  have 
been  handsome,  the  returns  to  the 
limited  partners  have  been  modest. 
According  to  Robert  A.  Stanger  &.  Co. 
estimates,  returns  to  partners  of  Sil- 
ver Screen  II  and  III  (it's  too  early  to 
tell  for  Silver  Screen  IV)  should 
average  just  over  15%  pretax. 
Investors  would  have  done 
more  than  twice  as  well  buy- 
ing Disney  stock. 

Why  didn't  the  studio  sim- 
ply offer  another  Silver  Screen 
deal?  "This  [Touchwood]  is  a 
more  attractive  deal  for  us," 
replies  Disney's  studio  boss, 
Jeffrey  Katzenberg.  We  sup- 
pose the  Japanese  investors 
will  get  a  psychic  kick  tell- 
ing friends  they  own  a  piece 
of  some  Disney  movies.  Say 
this     for    psychic     returns: 
They  aren't  taxable.  ■ 
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Jimmy  Goldsmith  is  not  beloved  at  Good- 
year Tire,  hut  his  thwarted  raid  of  1986 
had  some  beneficial  results. 

Debt  focuses 
the  mind 


By  Steve  Weiner 


ARK  1990  as  the  Year  of  the 
Blowout  for  Goodyear  Tire  & 
Rubber  Co.  It  took  its  first 
annual  loss  since  1932.  It  lost  its  posi- 
tion as  the  world's  largest  tire- 
maker — a  title  held  since  1916 — 
when  Groupe  Michelin  of  France 
bought  Uniroyal  Goodrich  Tire  Co. 
Its  market  value  has  crumbled  to  a 
third  of  Its  late- 1989  level. 

But  1990  was  also  the  year  that  Ak- 
ron-based Goodyear  (estimated  1990 
sales,  $11  billion)  began  to  put  the 
rubber  to  the  road.  As  a  result,  the 
company's  future  looks  brighter  than 
it  has  in  years.  "We  may  lose  $30 
million  in  1990,  but  our  top  three 
competitors  will  lose  [a  total  of]  $1 
billion,"  says  Goodyear  Vice  Presi- 


dent John  Perduyn.  "We're  doing  a 
better  job,  and  doing  a  lot  of  things 
that  we  have  not  done  before." 

Goodyear's  problems — or  opportu- 
nities— crystallized  in  1986,  when  Sir 
James  Goldsmith  threatened  to  take 
over  the  company.  To  buy  him  off, 
Goodyear  added  $2.6  billion  to  its 
long-term  debt,  ransomed  the  raider's 
12.5  million  shares  and  bought  back 
another  40%  of  its  stock,  reducing  the 
total  to  near  its  current  58  million. 

Say  this  for  debt:  It  does  focus  the 
managerial  mind  on  efficiency.  Over 
the  past  three  years  Goodyear  has  sold 
many  of  its  nontire  businesses  (rais- 
ing $1.8  billion)  and  consolidated  op- 
erations, modernized  factories  and 
cut  jobs — saving  an  estimated  $250 
million  a  year.  It  has  grown  more  mar- 
ket   sensitive    at    its    6,300    outlets 
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Goodyear  Chainmin  and  (Inef  Executive  Officer  Tom  Barrett 
"We're  not  expecting  a  bamhumer  in  1991." 


(1,200  are  company  owned,  the  rest 
franchised  or  independent  dealers). 

One  example — nine  Goodyear 
stores  in  Memphis,  Tenn.  and  Port- 
land, Ore.,  called  Just  Tires.  They  now 
feature  clean  and  carpeted  waiting 
areas  with  picture  windows  that  per- 
mit customers  to  watch  the  clean 
work  bay.  Just  Tires  matches  the  low- 
est price  in  town  and  installs  tires  in 
30  minutes — or  cuts  the  price  by  20% . 
Car  pickup  and  delivery  is  free. 

In  January  1990,  after  dropping  two 
points  of  market  share  because  of  un- 
timely price  increases,  Goodyear 
stopped  trying  to  sell  its  tires  at  pre- 
mium prices  over  competing  brands. 
It  cut  prices  on  most  of  its  passenger 
tires  by  around  $15  a  tire  by  trade 
estimates.  It  also  introduced  two  in- 
expensive lines  (down  to  $27  each). 
Those  budget  tires  aren't  big  sellers, 
dealers  say,  but  they  allow  Goodyear 
outlets  to  snare  the  value-conscious 
customer  for  tires  and  service. 

Result:  Goodyear  has  recovered 
that  lost  market  share,  to  about  28% 
of  the  North  American  business. 

Goodyear  has  invested  $1.4  billion 
over  the  past  three  years  to  upgrade  its 
production  facilities  and  has  switched 
almost  exclusively  to  radial-tire  pro- 
duction. The  company  has  always 
been  considered  the  low-cost  produc- 
er but  has  improved  on  that.  Indepen- 
dent analyst  Harry  Millis  figures  labor 
costs  run  about  1 7%  of  sales  at  Good- 
year, compared  with  nearly  20%  for 
its  major  competitors. 

Its  big  projects  up  and  running, 
Goodyear  looks  forward  to  lower  capi- 
tal spending  for  the  next  several  years. 
At  about  $425  million  a  year,  it  will 
roughly  match  depreciation.  Goodyear 
will  not,  however,  cut  research  and 
development  spending  of  more  than 
$300  million  a  year.  Recent  successes 
from  its  labs  are  the  Eagle  GA  tire  for 
the  luxury  car  market  and  the  Eagle 
GT  -I-  4,  billed  as  the  industry's  first  all- 
season  performance  tire. 

One  big — and  embarrassing — rem- 
nant of  the  diversification  effort  re- 
mains: the  All-American  oil  pipeline, 
a  1,225-mile  tube  that  runs  from  near 
Bakersfield,  Calif,  to  McCamey,  Tex. 
This  $1.6  billion  (total  cost)  project, 
launched  in  1984,  was  supposed  to 
haul  offshore  California  crude  to  Tex- 
as refineries.  But  environmental  pro- 
testers have  kept  the  pipeline  pump- 
ing at  less  than  a  third  of  capacity.  It  is 
for  sale,  but  no  buyers  have  been 
found.  Meanwhile,  the  pipeline's  af- 
tertax losses  work  out  to  around  $2 
per  share  annually. 

Goodyear's  $3.3  billion  in  long- 
term  debt  remains  a  millstone.  Debt 
service  is  over  $300  million  a  year. 
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A  $2-a-share  loser,  every  year. 

equal  to  over  $3  on  every  one  of  the 
tires  Goodyear  makes,  Millis  figures. 
Underpinning  the  debt  is  $2. 1  bilUon 
in  equity. 

The  last  several  years  have  seen  a 
significant  concentration  in  the  world 
tire  market.  Japan's  Bridgestonc 
bought  Firestone,  for  example;  Miche- 
lin  picked  up  Uniroyal  Goodrich,  and 
Continental  A.G.  of  Germany  bought 
General  Tire.  Goodyear  now  faces 
much  stronger  competitors,  at  a  time 
of  declining  consumer  brand  loyalty. 

Spruced  up  but  still  facing  prob- 
lems, is  Goodyear  a  buy?  It  would 
bring  a  nice  dowry  to  a  marriage.  At 
current  prices,  recently  near  17  a 
share,  Goodyear's  market  capitaliza- 
tion is  less  than  $1  billion,  half  its 
book  value  and  just  2.9  times  its  cash 
flow  after  interest,  taxes  and  capital 
spending.  Italy's  Pirelli  SpA,  which 
has  actively  been  searching  for  a  part- 
ner, might  be  interested  at  a  time 
when  the  lira  is  strong  against  the 
dollar.  Japan's  Sumitomo  Rubber  In- 
dustries might  be  as  well. 

Nothing  may  come  of  this  specula- 
tion, but  so  long  as  Goodyear  stock  is 
as  cheap  as  it  is  today,  the  company  is 
potentially  vulnerable.  Goodyear 
Chairman  and  Chief  Executive  Offi- 
cer Tom  H.  Barrett  warns  sharehold- 
ers not  to  expect  miracles  in  a  reces- 
sionary year.  "We're  not  expecting  a 
bam  burner  in  1991,"  he  says.  But 
after  that,  expect  better  times.  Even 
average  operating  results  should  gen- 
erate earnings  of  $4  to  $5  a  share — up 
from  a  likely  $3  a  share  in  1991 — and 
much  better  if  the  pipeline  can  be 
unloaded.  Goldsmith's  raid  was  not 
welcome,  but  it  seems  to  have  had  a 
healthy  impact.  ■ 


Cutting  overhead  is  one  of  the  tasks  facing 
Digital.  Less  talked  about  is  its  need  to 
d^ine  its  place  on  the  product  spectrum. 

Where  is 
DEC  going? 


By  Julie  Pitta 


A  NOT  VERY  FUNNY  JOKE  making 
the  rounds  of  the  computer  in- 
b  dustry  these  days  is  that  Digi- 
tal Equipment  Corp.  could  solve  its 
problems  by  shipping  an  employee 
with  every  computer  it  sells.  By  its 
own  accounts,  the  Maynard,  Mass. 
firm  needs  to  trim  6,000  jobs  from  its 
123,500-pcrson  work  force  in  I99I. 
With  $12.9  billion  in  sales  for  the 
fiscal  year  ended  June  30,  1990,  its 
sales  per  employee  arc  only  $104,000, 
against  $170,000  at  ibm  and  $202,000 
at  Sun  Microsystems. 

But  DEC — whose  earnings  in  the 
September  quarter  were  off  83%  from 
fiscal  1990— has  a  less  visible  prob- 
lem. This  one  cannot  be  solved  sim- 
ply with  pink  slips  and  severance 
checks.  It  involves  defining  the  com- 


pany's future  for  its  employees  and 
customers.  "We  haven't  been  very 
good  at  explaining  ourselves,"  admits 
John  F.  Smith,  Digital's  senior  vice 
president  of  operations.  "People 
thought  Digital  wasn't  supporting 
Unix,  was  trying  to  protect  its  propri- 
etary technology  and  that  we  weren't 
open.  The  reality  was  that  we  were 
spending  millions  on  Unix." 

dec's  64-ycar-old  founder  and  chief 
executive,  Kenneth  Olsen,  is  one  of 
the  computer  industry's  visionaries. 
Olsen  understood  in  the  late  1950s 
that  smaller,  faster  machines — mini- 
computers— would  move  out  of  the 
back  room,  where  mainframes  were 
tended  by  experts,  and  get  closer  to 
the  scientists  and  department  heads 
who  use  computing  time.  On  that  in- 
sight Olsen  built  an  enormously  suc- 
cessful   enterprise,    one    that,    even 


/o/v/  /•■  Smith,  D ig/te I /'s  senior  rice  president  of  operations 

Shaping  up  Digital's  operations  may  force  the  company's  first  layoffs. 
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Dif>ila/'s  KoDiclh  Olsoi,  fotDukr  lunl  clnej  cxcculirc 
"This  is  still  a  growth  company." 


amid  its  current  problems,  has  next  to 
no  debt,  $1.6  billion  in  cash  on  hand 
and  12%  of  the  worldwide  market  for 
midrangc  systems. 

But  while  Olsen  rode  the  minicom- 
puter boom  for  all  it  was  worth,  dec 
was  slower  off  the  mark  with  personal 
computers,  the  great  wave  of  the 
1980s.  Digital's  belated  product  offer- 
ing in  this  sector  was  the  Rainbow,  a 
machine  with  which  Olsen  wanted  to 
outengineer  ibm.  Despite  its  technical 
strengths,  the  Rainbow's  incompati- 
bility with  IBM  PCS  doomed  it  in  the 
marketplace,  and  the  Rainbow  was 
quietly  retired  after  four  years  of  dis- 
mal sales. 

Reduced-instruction-set  comput- 
ing, or  Rise,  is  another  wave.  This 
style  of  computer  design,  though  it 
languished  at  first  after  an  ibm  engi- 
neer proposed  it  in  the  1970s,  has  now 
caught  on.  Rise  is  behind  the  success 
of  IBM's  new  RS  6000  workstation,  as 
well  as  the  product  line  of  California 
workstation  manufacturer  Sun  Mi- 
crosystems. Digital  almost  missed 
this  wave.  As  recently  as  1987  Olsen 
was  saying  Rise  couldn't  compete 
with  Digital's  vax  hardware.  Only  in 


1988  did  DEC  offer  a  Rise  machine, 
and  this  one  is  built  around  a  micro- 
processor designed  by  another  Cali- 
fornia firm.  Mips. 

A  third  wave  is  Unix,  the  portable 
operating  system  created  by  at&.t. 
Even  as  late  as  last  fall,  Olsen  said  the 
claims  made  by  Unix  vendors  are 
"snake  oil."  Smith  says:  "It  [dec's 
image  problem]  started  with  the 
snake  oil  remark  and  went  downhill 
from  there.  It  hurt  us  a  lot."  Unix  is 
another  reason  Sun  owns  such  a  large 
share  of  the  workstation  market  (42% 
to  Digital's  22%,  according  to  Inter- 
national Data  Corp.),  and  one  reason 
AT&.T  is  willing  to  pay  $6  billion  to 
get  computer  maker  ncr.  For  dec,  it 
is  particularly  painful  that  Sun  is  sell- 
ing its  inexpensive,  powerful  ma- 
chines to  what  have  been  Digital's 
traditional  customers,  namely,  scien- 
tists and  engineers. 

So  what  is  Digital's  strategy  for  con- 
tinuing to  prosper  in  a  business  in 
which  success  fades  fast  and  nothing 
is  deader  than  last  year's  winning 
strategy?  "They've  been  late  in  com- 
mitting to  a  specific  strategy.  They're 
trying  to  straddle   the  fence,"  says 


Charles  Anastasi,  director  of  informa- 
tion systems  technology  at  3M  Co. 

Digital  now  has  two  lines  of  work- 
stations. One  is  based  on  dec's  propri- 
etary VAX  hardware  and  runs  dec's 
proprietary  vms  operating  system; 
that  is,  customers  buy  or  write  soft- 
ware for  the  workstation  knowing 
that  the  software  is  not  portable  to 
other  brands  of  computers.  The  other 
workstation  line  is  more  au  courant 
in  that  it  uses  a  Rise  processor  (sup- 
plied by  Mips)  and  runs  Unix.  But  this 
version  of  Unix  is  peculiar  to  Digital. 
Ken  Olsen  is  right  when  he  protests 
that  there  is  no  such  thing  as  a  com- 
pletely portable  operating  system.  But 
the  DEC  dialect  of  Unix  is  even  less 
portable  than  most,  since  it  has  all 
sorts  of  Digital  enhancements. 

To  his  credit,  Ken  Olsen's  instinct 
is  to  beat  the  competition  with  engi- 
neering superiority.  But  this  comes  at 
the  expense  of  flexibility  for  the  user. 
Brand  loyalty  seems  to  be  getting 
scarcer  among  computer  buyers. 
That's  what  ncr  and  Sun  arc  capital- 
izing on. 

Digital  has  announced  a  replace- 
ment for  its  II -year-old  vax  product 
line,  to  be  completed  in  two  years. 
The  new  vax  computers  will  range 
from  workstations  to  mainframes  and 
will  use  Rise.  Good  news  for  Digital 
customers — except  that  it  has  added 
to  their  confusion,  as  they  wonder 
aloud  whether  Digital's  existing  line 
of  workstations  will  be  discontinued 
once  the  Rise-based  vax  computers 
are  on  sale. 

Then  there's  the  productivity  prob- 
lem. A  buyout  program  gently  nudged 
3,000  out  the  door  during  the  fiscal 
year  ended  last  June.  Now  the  shrink- 
ing may  have  to  be  less  gentle.  "I'm  a 
patient  person,"  says  Smith,  the  ex- 
Marine  charged  with  shaping  up  Digi- 
tal's bloated  operations.  "But  that 
doesn't  mean  we  won't  turn  up  the 
heat  if  we  can't  get  the  number  of 
people  out  that  we  need.  If  the  reces- 
sion continues  to  deepen,  the  number 
9,000  may  not  be  enough."  If  Smith 
means  by  "turning  up  the  heat"  a 
layoff,  it  would  be  a  first  in  Digital's 
33-year  history,  an  action  that  Olsen 
had  previously  been  opposed  to. 

"This  is  still  a  growth  company," 
insisted  Olsen  in  a  speech  to  stock- 
holders in  November.  "We  have  al- 
ways had  strategies,  long  term  and 
quite  different  from  the  rest  of  the 
industry.  Some  of  them  haven't  paid 
off  yet." 

With  dec  shares  down  from  a  1987 
high  of  198  to  a  recent  54,  Olsen's 
93,000  shareholders  are  keeping  their 
fingers  crossed,  hoping  the  payoff 
won't  be  too  long  in  coming.  ■ 
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Dorit  junp  into  a  new  vehidewithout  I 


Jump  into  just  any  new  car  or  truck  and  who  knows 
where  you'll  land. Jump  Into  a  new  Oldsmobile'and  you'll 
land  with  the  most  comprehensive  owner  satisfaction 
program  in  the  industry  the  Oldsmobile  Edge.  No  other 
automaker  gives  you  the  protection  of  Guaranteed  Satisfactioa 
Bumper-to-Bumper  Plus  Warranty  and  24-hour  Roadside 
Assistance,  as  standard  equipment  on  all  retail  sales. 

We're  so  confident  you'll  love  your  new  Oldsmobile,  we'll 
give  you  up  to  30  days  or  1,500  miles,  whichever  comes  first, 
to  retum  it  for  any  reason.*  You'll  be  given  credit  toward  the 
purchase  of  another  new  1991  Oldsmobile. 

Our  Bumper-to-Bumper  Plus  Warranty  covers  your  new 
Olds  for  3  years  or  50,000  miles,  whichever  comes  first** 


And  with  24-hour  Roadside  Assistance,  you  can  get  help 
anywhere  in  North  America,  any  time  of  day  or  night.  So,  for 
instance,  if  you  ever  find  yourself  with  a  flat  tire  or  out  of  gas, 
you  won't  be  out  of  luck.  Just  call  our  toll-fiee  hotfine  and 
we'll  send  someone  out  at  no  extra  charge.t 

So  before  you  jump  into  that  new  car  or  truck,  Oldsmobile 
suggests  that  you  look  before  you  leap.  For  more  information,       i 
call  1-800-242-OLDS,  Mon.-Fri.,  9  a.m.-7  p.m.  EST. 

ITheOldsmobileEdge  I 

A  New  Generation  of  Owner  Satisfaction,    i 


■Must  return  to  selling  dealer.  See  your  dealer  for  details  and  restrictions.  "Tires  covered  by  their  manufacturer.  A  deductitjie  will  apply  after  12  monttis/12,000  miles.  See  your  Oldsmobile  dealer  for  terras  of  this  limited  warranty. 
tRoadside  Assistance  applies  during  term  of  wananty  Services  provided  by  Cross  Country  Motor  Club.  Inc..  Bostoa  MA. and  in  California,  by  Cross  Country  Motor  Club  of  Califomia.  Inc..  Boston.  MA.  See  your  panicipating  dealer  for  details. 
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Since  1983,  Tout  of  10  spreadsheet 

buyers  have  chosen  1-2-3! 
Now  we're  going  after  the  other  3. 


Over  10  millim  business  people  are 
more  productive  and  more  insightful 
because  of  Lotus  1-2-3. 

Now  Lotus  intixxluces  1-2-3  Release  3.1. 

And  if  you're  currently  using  1-2-3, 
you'll  find  it  offers  the  features  you've 
been  wishing  for.  Like  the  ability  to  see, 
on  screen,  exactly  what  your  printed 
output  will  look  like.  Our  unique  3D 
approach  to  organizing  and  consolidating 
spreadsheet  data.  And  the  most  profes- 


sional and  persuasive  printed  reports 
you've  ever  created  on  your  computer 
Or  if  you're  one  of  the  holdouts  not 
using  1-2-3,  you'll  find  it  offers  an  inter- 
active, graphical 
environment.  Plus  it 
works  with  Windows 
3.0.  And  supports  both 
a  keyboard  and  a  mouse. 


L(i(ils  l-2-.i#;ii 


We've  prepared  a  free  demo  disk  to 
show  you  what  1-2-3  can  do  for  you. 

First  time  buyers  should  visit  their 
local  Lotus  Reseller.  Or  to  request 
a  Release  3.1  Auto  Demo,  call 
1-800-TRADEUP,  ext.  597. 

And  see  why  7  out  of  10  spreadsheet 
buyers  chose  1-2-3.  And  the  other  3 
may  not  be  far  behind. 


Introducing  Lotus  1-2-3 


©  Copyright  1990  Lotus  DevelopmenI  Corporation,  Lotus  and  \-'l-%  are  registered  trademarks  of  Lotus  Development  Corporation  Window.s  is  a  trademark  nf  Microsoft  Corporation 
•As  reported  by  Audits  &  Surveys.  Inc  ,  measuring  IBM-Compatible  spreadsheet  salesamongcomputer  and  soft  ware  dealers  nationwide. 
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iuture 


put  our 

the  line. 


At  Ford,  we're  not  gambling 
on  the  future.  We're  creating  it. 

With  a  new  long  conventional 
tractor  —  the  AeroMax  120.  The 
most  fuel-efficient  linehauler  in 
the  Ford  fleet. 

And  a  new  attitude.  A  new  way 
of  doing  business  with  customer 
satisfaction  as  our  top  priority. 

hi  performance,  in  cab  com- 
fort, in  ease  of  maintenance, 
there's  never  been  anything  from 
Ford  like  the  AeroMax  120. 

And  there's  never  been  any- 
thing from  Ford  like  our 
innovative  after-sale  support. 
Our  Emergency  Road  Service. 
The  Ford  LineHauler  Club. 
Our  expanded  Parts  &  Service 
network.  Extended  Service 
Coverage.  And  more. 

The  AeroMax  120.  Because 
the  future  is  what 
you  make  it. 


C%«J^ 


TRUCKS 


Not  just  a  new  Ford. . . 
a  new  Ford  attitude. 


HI 


New  efforts  by  insurance  regulators  to 
micromanage  the  private  placement  busi- 
ness are  throttling  this  vital  market. 

If  in  doubt, 
downgrade  it! 


By  Laura  Jereski 


JUNK  BONDS  ARE  DEAD, 
cial  banks  aren't  in 
mood.  With  the 
stock  market  queasy,  new 
equity  issues  are  nearly  im- 
possible. So  what  docs  a 
business  do  that  badly 
needs  new  capital? 

Until  recently  it  could 
go  to  the  private  placement 
market.  That  is,  it  could 
make  a  private  deal  with  a 
large  institution.  No  need 
for  Securities  &  Exchange 
Commission  registration. 
The  SEC  considers  such 
lenders  sophisticates  who 
don't  need  government 
protection,  and,  since  the 
issues  won't  trade,  the  pub- 
lic is  unlikely  to  be  in- 
volved. Borrower  and  lend- 
er could  deal  face  to  face, 
without  the  sec.  Chief 
lenders  were  insurance 
companies. 

Private  placement  lever- 
age and  buyout  deals  were 
still  doing  pretty  well  even 
after  the  junk  bond  market 
collapsed.  Of  course,  the 
borrowers  had  to  accept 
tougher  terms  and  often 
give  up  equity  to  get  mon- 
ey, but  at  least  they  could 
get  It.  The  private  mar- 
ket— almost  all  of  it  debt — 
ballooned  to  $168  billion 
by  the  end  of  1 989,  up  from 
only  $59  billion  in  1985. 
The  market  held  its  own 
well  into  1990  (Forbes,  Oct 
1,  1990]. 

But  now  private  place- 
ments are  slowing.  Wor- 
ried by  bad  publicity  about 


Commer- 
a  lending 


potential  insolvencies  in  the  insurance 
industry,  the  National  Association  of 
Insurance  Commissioners  has  imposed 
stricter  guidelines  for  placements  of 


Overkill? 


In  the  first  half  of  1990  the  private  placement  market 
rivaled  total  volume  in  1985 — even  without  big  junk 
bond  and  ESOP  issues.  But  looming  regulations  have 
helped  kill  all  but  the  highest-grade  issues. 


PRIVATE  PUCEMENT  FINANCING  TOTALS  (SBILLIONS)* 
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debt  to  insurers.  It  decreed  conserva- 
tive debt-to-equity  ratios  and  hefty 
cash  flow  coverage,  for  example,  for  an 
issue  to  be  considered  investment 
grade.  What  this  association  says  mat- 
ters, because  it  is  made  up  of  the  state 
insurance  regulators,  insurance  regula- 
tion being  a  state  concern. 

Since  the  new  system  was  an- 
nounced last  summer,  the  association's 
team  of  eight  raters  have  processed 
some  40,000  issues  in  five  months — an 
impossible  load.  Worse,  the  issues  were 
assigned  for  review  not  by  industry 
or  capital  structure  but  by  alphabeti- 
cal order. 

With  this  cursory,  pressured  scruti- 
ny, the  reviewers  have  gone  overboard 
to  be  tougli.  Most  cable  deals — big  bor- 
rowers in  the  private  market — were 
rated  below  investment  grade.  Com- 
plex secured  leasing  transactions  got' 
bad  ratings,  too.  And  borrowers  with 
below-invcstment-grade  public  debt 
got  similar  ratings  for  their  private  pa- 

per,  even  when  the  private 

issue  was  better  secured 
than  the  hapless  junk  debt 
and  wrapped  in  tighter 
covenants. 

What's  wrong  with  set- 
ting tough  guidelines? 
Nothing,  but  there's  plenty 
wrong  with  guidelines  so 
rigid  that  investment  offi- 
cers have  no  leeway.  Insur- 
ance people  point  out  that 
the  private  placement  mar- 
ket is  the  only  money  fo- 
rum available  to  sm4ll  and 
medium-size  companies, 
which  are  considered  mar- 
ginal credits  by  Standard  &. 
Poor's  and  Moody's.  The 
largest  private  lenders,  like 
Prudential,  which  has  $34 
billion  in  private  place- 
ments, have  loan  offices 
around  the  country  look- 
ing for  just  that  kind  of 
business.  Other  big  private 
lenders  include  Cigna, 
with  a  $12  billion  private 
portfolio,  and  Metropoli- 
tan Life,  with  $14  bilhon. 
Presumably,  the  insurance 
dealmakers  can  assay  the 
risks  and  balance  them 
against  the  potential  pay- 
off. But  under  the  new 
rules,  says  Nathaniel  Coo- 
lidge  at  John  Hancock  Mu- 
tual Life  Insurance  Co., 
which  has  a  $10  billion  pri- 
vate placement  portfolio: 
"We  will  be  prohibited 
from  providing  capital  to 
below  investment  grade 
companies." 
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Invest  In 
Diamonds. 


Introducing  the  DiamondTel®  99X  Portable  by  Mitsubishi  Electronics.  Shown 
here  actual  size,  it  is  one  of  the  smallest  cellular  telephones  in  the  wodd. 

Tiny  enough  to  cradle  in  the  palm  of  your  hand,  the  DiamondTel®  99X  weighs 
a  mere  10.5  ounces.  Yet  it  has  today's  most  advanced  features  and  gives  you  up  to 
1 V2  hours  talk  time  with  our  high  capacity  battery. 

Or  choose  the  DiamondTel®  92  Mobile/Transportable.  At  only  4.3  pounds,  it's 
one  of  the  lightest  transportables  made.  It  mounts  in  your  car,  then  snaps  out 
instantly  to  go  where  you  go. 

How  do  you  invest  in  diamonds?  Ask  for  DiamondTel®  at  your  cellular  dealer. 

^DiamondTer 

©  1991  Mitsubishi  Electronics  America,  Inc.,  800  Biemiann  Court,  Mount  Prospect,  IL  60056  (708)  298-9223 
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Diamonds  are 

forever, 

and  Mercedes-Benz 

is  working  on  it. 


I  In  this  age  of  throwaway  cameras 
and  disposable  wristwatches,  the 
Mercedes-Benz  obsession  with 
mechanical  endurance  may  seem 
almost  quaint. 

But  Mercedes-Benz  recognizes 
that  an  automobile  is  the  second 
most  important  purchase  most 
people  will  ever  make.  And  that 
designing  cars  to  run  as  reliably 
and  last  as  long  as  possible  is  more 
than  a  challenge  to  the  engineers. 
It's  an  obligation  to  the  customer. 
Which  may  explain  why  the 
makers  of  the  1.2  million-mile 
sedan  that  has  been  called  "the 
world's  most  durable  car"  continue 


to  probe  the  frontiers  of  automo- 
tive longevity. 

By  placing  a  finished  car  body 
in  a  chamber  filled  with  moist  salt 
air  heated  to  212°F — duplicating 
years  of  real-world  corrosion  in 
hours.  By  lavishing  as  much  as 
6.6  pounds  of  plasticized  sealant 
on  the  car's  body  seams  alone. 
By  adding  an  extra  coat  of  elas- 
ticized  paint  below  the  belt  line 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


of  every  car,  to  help  protect  the 
steel  beneath  from  stone  chips 
and  gravel. 

From  the  first  design  sketch, 
through  years  of  development,  to 
the  final  turn  of  the  last  screw  on 
the  production  line — the  driving 
idea  behind  every  Mercedes  is  to 
keep  rewarding  its  owner,  long 
after  the  new-car  glow  is  gone. 

So  while  almost  any  car  can 
excite  you  about  the  idea  of  buying 
it,  a  Mercedes-Benz  can  also  excite 
you  about  the  idea  of  keeping  it. 

For  more  information  on  the 
durable  cars  of  Mercedes-Benz, 
call  1-800-336-8282  toll  free. 
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"Ich  bin  ein  Berliner'  With  these  femous 
words,  John  Kennedy  as'^ured  the  people  of  Berlin 
that  he  was  a  "Berliner"  too.  Unfortunately,  some- 
thing got  lost  in  the  translation;  to  the  local  folks,  a 
"Berliner"  was,  primarily  a  jelly  donut. 

In  international  business,  communicating 
clearly  can  be  equally  tricky:  That's  one  reason  many 
firms  that  do  business  overseas  are  insured  with 
Zurich  International -United  States.  We  have  world- 


class  offices  in  more  than  seventy  different  countries, 
so  chances  are,  wherever  your  business  takes  you,  we 
speak  the  language. 

So  look  to  the  insurance  company  with  a 
world  of  experience  in  international  business.  Call  Z-A 
at  (708)  605-6531-  We'U  make  sure  you  never  have 
to  eat  your  words. 

ZURICH-AMERICAN 

1        INSURANCE  GROUP 


A  Member  of  ihe  Worldwide  Zurich  In^iurance  Group  •  Zurich  Insurance  Company  •  American  Ciuarantee  and  I.iabiiiiy  Insurance  Company  •  Executive  Offices.  Schaumburg.  IL  60196 


Bad  news  for 
small  business 


Before  the  new  ratings,  these  in- 
surers were  big  lenders  to  small 
and  medium-size  firms. 


Company 


Private  portfolios 
(face  value,  in  billions) 


Prudential 


$34 


Metropolitan  Life 


14 


Cigna 


12 


Aetna 


Equitable 


[ohn  Hancock 


10 


Pnncipal  Mutual 


Travelers 


New  York  Life 


Mass  Mutual 


Sources:  Company  ivporls.  I'oihcs  (.'sliiiuiws 


That's  already  happening,  hisurancc 
companies  are  shying  away  from  all 
but  the  highest-grade  private  issues. 
"The  new  rating  system  has  greatly 
narrowed  the  market  and  made  it  very 
illiquid  and  expensive  for  lower-grade 
companies,"  complains  Nancy  Haw- 
thorne, senior  vice  president  of  Conti- 
nental Cablevision,  the  $940  million 
(revenues)  system  that  withdrew  its 
$150  million  private  issue  in  early  No- 
vember. Neil  Powell  of  Shea,  Paschall 
&.  Powell  says  two  clients  have  opted 
to  withdraw  issues,  too. 

The  new  rules  inhibit  lending  in  yet 
another  way.  They  require  insurance 
companies  to  write  down  20%  against 
a  bigger  chunk  of  their  portfolio,  be- 
cause the  rules  regard  the  credits  as 
riskier  than  the  insurance  companies 
themselves  do.  This  increases  insur- 
ance company  reserves  and  puts  a 
crimp  on  the  amount  of  new  business 
the  insurance  companies  can  write. 

The  insurance  companies  also  worry 
that  the  writedowns  will  make  their 
books  look  worse  than  they  really  are. 
By  mid-November  the  insurance  com- 
pany complaints  started  flying.  One 
private  lender  estimates  that  he  has 
sent  the  naic  complaint  letters  on  the 
way  its  examiners  rated  more  than  1 50 
issues,  and  has  gotten  satisfactorily  re- 
vised ratings  on  about  half.  But  even 
with  these  revisions,  the  ratio  of  non- 
investment-grade  ratings  in  some  of 
the  larger  private  portfolios  will  have 
doubled,  from  about  7%  of  the  private 
portfolios  to  about  16%. 

It's  tough  being  a  regulator  in  times 
like  these.  Err  on  the  side  of  looseness, 
and  you  risk  getting  blamed  for  insol; 
vencies.  Err  on  the  side  of  rigidity,  and 
you  risk  restrictmg  capital  flows  that 
create  jobs  and  economic  activity.  ■ 
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ONLY  FROM  FIDELITY®! 


Highest  Yielding 
US.  Treasury 
Money  Fund 


Spartan"  U.S. 
Treasury  Money  Fund 


0/ 

/o 


7.89 

Effective  Yield* 


7.60 


Current  Yield* 


High  Yields  Through 
Low  Costs  Plus 
Government  Safety^ 

Fidelity's  Spartan  U.S. 
Treasury  Money  Market  Fund 
minimizes  fund  operating  expen- 
ses to  offer  the  highest  current 
Treasury  money  market  yields 
available.  And,  you  pay  only  for  the 
transactions  you  make."^ 

Plus  Spartan's  investments  in  U.S.  Treasury  securities 
provide  you  with  an  added  measure  of  safety  For  more 
complete  information,  including  management  fees  and 
transaction  expenses,  call  for  a  free  prospectus.  Read  it 
carefully  before  you  invest  or  send  money  Consider  it 
for  your  Rollover  IRA  or  Keogh.  (Minimum  invest- 
ment: $20,000.) 

Visit  our  Nationwide  Investor  Centers 
or  Call  24  Hours 

1-800-544-8888 


Fidelity 


inuesimenis 


2r  CODE:  FORB/TMM/010791 

Fidelity  Distributors  Corporation  (General  Distribution  Agent),  P.O.  Box  66()6()3.  Dallas,  TX  75266- 
0603.  *Annualized  historical  yields  for  the  7-day  period  ending  12/4/90.  Effective  yield  assumes 
reinvested  income.  Yields  will  vary.  Fidelity  is  temporarily  paving  for  a  portion  of  the  Fund's  expen- 
ses. If  Fidelity  had  not,  the  current  and  effective  yields  would  have  been  715%  and  7.41%,  respec- 
tively The  expense  limitation  may  be  terminated  or  revised  at  any  time,  at  which  time  expenses  will 
go  up  and  the  yield  will  go  down.  (Through  1 2/31/95,  the  Fund's  expenses  will  not  exceed  .45%.) 
According  to  Donoghue's  Money  Fund  Report  for  the  "'-day  period  ended  1 2/4/90.  'The  Fund 
itself  is  not  guaranteed  by  the  U.S.  government.  ^Transactions  will  reduce  your  yield. 
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Michael  Foods'  credibility^  is  damaged,  its 
controlling  shareholder  may  liquidate  and 
its  basic  business  is  prospering. 


Good  eggs 


By  John  Harris 


I'm  too  open  about  things,"  sighs 
Richard  Olson,  the  gregarious 
chairman  of  Minneapohs-bascd 
Michael  Foods  Inc.  Olson,  56,  is  apol- 
ogizing for  an  embarrassing  episode 
two  years  ago  when  he  bragged  that 
his  company  had  come  up  with  a  cho- 
lesterol-free egg.  In  reality,  the  com- 
pany had  made  progress  in  the  lab  but 
wasn't  even  close  to  a  commercially 
viable  de-cholesterolized  egg. 

About  a  year  later  Olson  com- 
pounded his  credibility  problem  by 
announcing  that  a  new  processed  egg 
product.  Easy  Eggs,  would  soon  be 
profitable.  The  announcement  was 
premature  by  a  year.  Investors  drove 
Michael   Foods'   market  value   from 


$200  million  to  $140  million.  It  has 
since  recovered  to  $240  million. 

The  company  not  only  has  survived 
but  now  prospers  partly  because  of  the 
profits  that  did  finally  come  from 
Easy  Eggs  in  1990.  An  Easy  Egg  is  a 
marvel  of  modern  food  technology:  an 
egg  that  has  been  pasteurized  and  re- 
packaged in  a  man-made  shell.  At  Mi- 
chael's egg  plant  in  Gaylord,  Minn.  2 
million  hens  lay  eggs  onto  conveyor 
belts  that  carry  them  to  a  processor. 
The  eggs  are  washed,  inspected  and 
mechanically  cracked  at  the  rate  of 
300  a  minute.  The  liquid  is  pasteur- 
ized at  high  heat  and  then  poured  into 
aseptic  packages.  Compared  with 
their  natural  cousins,  they  are  a 
dream  to  transport,  store  and  use. 

Most  important  to  such  customers 
as  Burger  King,  Marriott  Corp.  and 
Hyatt  Hotels  Corp.,  pasteurizing  ■ 
makes  Easy  Eggs  disease-free.  In  re- 
cent years  outbreaks  of  salmonella 
poisoning  have  become  increasingly 
common.  Shell  eggs  are  often  the  cul- 
prit. "We  don't  want  to  take  a  chance 
with  salmonella  poisoning,"  says 
Donald  Grim,  Marriott's  executive  di- 
rector of  quality  assurance. 

This  year  Michael  Foods  will  sell 
about  75  million  pounds  of  Easy  Eggs. 
These  are  high-margin  eggs.  Because 
producers  of  the  shell  variety  are  at 
the  mercy  of  market  prices,  they  gen- 
erate, at  best,  profit  margins  of  a  few 
pennies  on  the  sales  dollar.  But  Easy 
Eggs  produce  margins  of  about  12%, 
according  to  Piper  Jaffray  &  Hopwood 
analyst  Stephen  Carnes.  Customers 
shell  out  70  cents  a  pound,  or  about  10 


E^i^s  arc  hispcctecl  cil  a  Miclxicl  I'oocls  e,i^i> p/cnit  (cihoiv)  mul  ihcii  cnickct/  cil  the  nite  of  MM)  ci  iniiiule 
These  pasteurized  and  repackaged  eggs  are  salmonella-free — and  more  profitable. 
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cents  a  pound  more  than  Easy  Eggs' 
equivalent  in  shell  eggs,  for  the  conve- 
nience and  safety  of  repackaged  pas- 
teurized eggs. 

Today  eggs  are  half  of  Michael's 
sales  (the  balance  coming  from  pota- 
toes, dairy  products  and  the  compa- 
ny's refrigerated  distribution  system), 
and  70%  of  its  egg  business  is  in  Easy 
Eggs,  hard-cooked  and  other  value- 
added  forms.  Three  years  ago  30% 
was  in  value-added  products. 

Michael's  transformation  produced 
gratifying  financial  results  in  1990. 
After  consolidating  the  results  of  an 
egg  producer  bought  last  year,  Mi- 
chael Foods'  sales  were  around  $460 
million,  up  80%  on  the  year  before; 
net  profits  rose  about  50%,  to  $18 
million,  or  $1.65  a  share. 

Yet  Michael  Foods'  stock  has  lagged 
that  of  other  food  companies.  Perhaps 
investors  remember  Olson's  claims 
about  cholesterol-free  eggs.  Or  maybe 
they  worry  about  declining  egg  con- 
sumption in  the  U.S.,  down  30% 
since  1970.  Whatever  the  cause,  the 
stock  trades  around  21,  well  above  its 
mark  of  14  a  year  ago,  but  at  13  times 
its  1990  earnings  it  is  valued  well 
below  Dean  Foods  (which  sells  for  16 
times  earnings)  and  International 
Multifoods  (with  a  p/e  of  18). 

Olson  has  another  problem.  Mi- 
chael Foods  is  51%  owned  by  Minne- 
apolis-based North  Star  Universal  Inc. 
Run  by  James  Michael  (who  gave  Mi- 
chael Foods  its  name).  North  Star  is  a 
conglomerate  that  owns  mostly  tiny 
industrial  and  service  businesses.  It 
ran  into  trouble  last  year  when  its 
bank,  worried  about  rising  debt  levels, 
forced  the  company  to  pledge  its  Mi- 
chael Foods  shares  (currently  worth 
$120  million)  as  collateral  on  $30  mil- 
lion in  loans.  To  pay  down  its  debt. 
North  Star  is  selling  off  businesses, 
and  may  eventually  sell  its  5 1  %  stake 
in  Michael. 

That  could  be  good  for  Michael,  be- 
cause it  could  open  the  way  to  a  part- 
nership with  a  larger  food  company. 
In  addition  to  Easy  Eggs,  one  of  Mi- 
chael Foods'  main  attractions  would 
be  the  company's  refrigerated  truck- 
ing system,  which  services  1,600  gro- 
cery stores  in  the  western  two-thirds 
of  the  nation,  and  accounts  for  about 
25%  of  Michael's  business. 

Olson  won't  speculate  on  North 
Star's  intentions,  but  he  is  happy  with 
progress  at  Michael  Foods.  "In  three 
years  we've  gone  from  a  $150  million 
company  to  almost  a  $500  million 
company,"  he  says,  "and  we've 
moved  away  from  the  commodity 
business.  I'm  damn  proud."  Hope  he 
doesn't  end  up  with  more  egg  on  his 
face.  ■ 


The  Up  &  Coiners 


Worries 


Most-  cyclical  companies  wouldnt  double 
their  debt  during  a  downturn.  American 
Steel  &  Wires  biggest  shareholder  didnt 
give  the  company  much  choice. 

Stripping  the 
balance  sheet 


By  Ruth  Simon 


Tl  HOMAS  Tyrrell,  president  of 
American  Steel  &  Wire  Corp., 
isn't  your  instant  gratification 
type.  "I'm  the  kind  of  guy  who  eats 
the  cake  first  and  saves  the  frosting," 
says  Tyrrell,  45.  He  has  headed  the 
Cuyahoga  Heights,  Ohio  company,  a 
maker  of  high-quality  steel  rods  used 
to  make  seat  belt  fasteners,  engine 


bolts  and  lug  nuts,  since  it  was  started 
in  1986. 

Right  now,  though,  Tyrrell  isn't 
eating  cake.  He's  eating  some  pretty 
bitter  crow.  In  June  his  company  bor- 
rowed $95  million  and  used  $27  mil- 
lion of  it  to  pay  a  special  $3.25-a-share 
dividend  on  each  of  Steel  &.  Wire's  8.3 
million  common  shares. 

The  steelmaker's  o-t-c-traded  stock 
has  sunk  from  over  $7  per  share  before 


AVdiW'.s-  Tljotnas  Tytrell  and  Roger  Ach,  the  largest  shareholder 
Leveraging  up  to  pay  a  controversial  special  dividend. 
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The  One  Card  Dedicated 
To  Your  Success,  i  soo  782-2377 


This  Automation 

Company's  Knowledge 

Is  Steeped  in  Process 

Understanding 


When  you're  more  than  a  century  old  and  do  busin^vj^i, 
with  industrial  companies  in  111  countries,  you  acqi 
an  irreplaceable  understanding  of  processes.  AEG 
this  experience  to  create  a  unique  advantage:  The  abil 
to  visualize  the  what,  why  and  how  of  an  automat! 
system,  to  see  the  outcome  even  before  a  project  begi  ji^ 
It's  a  powerful  perspective  for  users  of  industrial  au  ^ 
mation.  And  a  skill  we've  put  to  work  in  key  glo  iji 
industries  that  include  automotive,  aerospace,  st€  ^^^ 
petrochemical,  pulp  and  paper,  food  processing 
pharmaceuticals. 
To  complement  our  worldwide  experience,  we  all^c 


/en  technology  from  the  American  companies  we've 
3d  together  Modicon  for  programmable  logic  con- 
ers  and  PLC  systems.  Modcomp  for  next-genera- 
,  real-time  computer  systems.  Computrol  for  local 
i  networks  and  related  communications  products 
systems.  Gettys  for  spindle  and  servo  drives.  AEG 
Jtinghouse  Industrial  Automation  Corporation  for  cell 
trol,  systems,  software,  services,  control  systems 
lig  artificial  intelligence,  and  drive  systems  applica- 
s.  AEG  Mictron  for  software,  systems  solutions  and 
-time  factory  automation  systems. 
I  EG  is  a  complete  automation  company  that  joins 


philosophy,  technology  and  knowledge  in  a  very  differ- 
ent way:  With  process  understanding.  Because  good 
intentions  can't  replace  a  century  of  global  experience. 
Call  (201)  231-8405  to  see  what  we  can  do  to  help  you. 
AEG  Corporation,  Somerville,  New  Jersey. 
The  Future  Is  Redefining  Automation. 


AEG 


Member  of  the  Daimler-Benz  Group 


All  ADieriaiii  Steel  &  Wire  fat  ilit[- 

Putting  a  premium  on  quality  and  customer  service. 


the  dividend  to  a  recent  price  of  $2. 
Even  adding  back  the  dividend,  share- 
holders are  poorer  than  before.  And 
AS&w's  debt  ratio  went  from  77%  to  a 
dizzy  92%.  With  $78  miUion  in  debt, 
an  untapped  $20  milUon  credit  hne 
and  just  $7  milhon  in  common  equi- 
ty, AS&w  is  leveraged  nearly  to  the 
eyeballs. 

"There's  no  question  I  would  rather 
put  the  (borrowed]  money  into  the 
company,"  Tyrrell  says.  But  the  divi- 
dend was  pushed  through  by  the  com- 
pany's chairman  and  largest  share- 
holder, Roger  Ach  II  of  Cincinnati. 
Ach  heads  Chicago  West  Pullman 
Corp.,  a  holding  company  that  owns 
51%  of  AS&w.  "The  controlling 
shareholders  are  the  guys  who  hold 
the  cards,"  sighs  Director  James  Bart- 
lett,  a  partner  with  Primus  Venture 
Partners,  which  still  holds  8%  of 
As&w's  shares.  Bartlett  says  he  sup- 
ported the  decapitalization  only  after 
a  lot  of  soul-searching. 

In  the  glory  days  of  junk  bonds  and 
leverage,  back  in  the  dim  dead  days  of 
1988  and  1989,  Wall  Street  would 
have  applauded  this  gearing  up  of  the 
capital  structure.  But  now  leverage  is 
a  dirty  word.  Moreover,  the  compa- 
ny's market  capitalization  has  shrunk 
so  much  that  few  institutional  inves- 
tors will  now  find  it  worthwhile  to 
take  positions  in  it.  Complains  one  of 


AS(!kw's  institutional  holders;  "Those 
guys  at  Chicago  West  Pullman  took 
Steel  &.  Wire's  market  capitalization 
to  the  point  where  no  professional 
investor  or  broker  is  interested." 

Making  matters  worse,  AS&.W  lost 
$391,000,  or  5  cents  a  share,  on  sales 
of  $189  m.illion  in  the  fiscal  year  end- 
ed June  30.  The  loss  involves  about  $2 
million  in  special  charges  related  to 
the  recapitalization. 

What  now?  Last  year  weakening 
auto  sales  and  a  slower  than  expected 
startup  of  a  modernized  rod  mill 
caused  as&w's  cash  flow  to  drop  to 
$4.2  million  from  $10.1  million.  If 
that  bad  performance  repeats  itself, 
the  company  will  be  hard-pressed  to 
cover  principal  repayments,  which 
climb  to  $6.1  million  in  three  years. 

This  year  the  company  is  doing  bet- 
ter. Despite  a  weakening  economy, 
sales  climbed  31%  in  the  first  quarter 
and  profits  were  up  slightly.  But 
asSlw's  future  depends  on  its  ability 
to  boost  profits  and  market  share  at  a 
time  when  automobile  and  capital 
goods  sales  are  sagging. 

Until  Ach  stripped  the  company  of 
capital  with  his  special  dividend, 
AS&.W  had  been  a  shining  symbol  of 
Rust  Belt  recovery.  The  company  was 
born  in  1986  when  Ach  and  his  part- 
ners bought  usx'  Cleveland  rod  mill, 
which  had  been  mothballed  during  a 


labor  dispute,  and  two  other  plants  for 
just  10%  of  their  replacement  value. 
Tyrrell,  a  former  Bethlehem  Steel  ex- 
ecutive, came  in  as  president. 

Tyrrell  didn't  waste  any  time.  He 
put  all  workers  on  salary,  instituted 
profit  sharing  and  required  that  every 
employee  buy  at  least  $100  of  the 
steelmaker's  stock.  And  he  won  the 
praise  of  customers  by  putting  a  pre- 
mium on  quality  and  service — then  a 
novel  notion  in  the  steel  business. 

"They  have  a  customer  commit- 
ment as  high  as  you  can  find  in  the 
industry,"  says  Jack  Lohrman,  chair- 
man of  RB&.W  Corp.,  a  Mentor,  Ohio- 
based  maker  of  bolts,  nuts  and  fasten- 
ers that  buys  the  company's  products. 

Why  did  Ach  do  what  he  did?  Why 
did  he  deliberately  weaken  the  bal- 
ance sheet?  Through  Chicago  West 
Pullman  he  had  invested  $3.5  million 
in  the  original  buyout  and,  after  as&w 
went  public  in  1988  to  reduce  debt,  he 
bought  more  stock  on  the  open  mar- 
ket. He  put  in  nearly  $7  million  more 
to  turn  Chicago  West  Pullman's 
42.5%  stake  into  the  51%  controlUng 
interest  the  holding  company  current- 
ly owns.  In  November  he  offered  to 
buy  the  remaining  shares,  then  trad- 
ing at  just  over  $7,  for  $9  each  in  a  $37 
million  leveraged  buyout  that  would 
have  given  the  holding  company  80% 
of  the  company  and  left  management 
and  employees  owning  the  rest. 

The  move  brought  a  chilly  response 
from  Tyrrell  and  Chief  Financial  Offi- 
cer C.  V.  Meserole  III.  Both  had  already 
resigned  from  the  holding  company's 
board  when  they  learned  that  it  was 
contemplating  an  offer.  "The  leverage 
would  not  have  allowed  us  to  make 
the  necessary  investments,"  says  Tyr- 
rell, who  argued  against  the  buyout. 

Ach  withdrew  his  offer  last  spring 
after  a  committee  of  outside  directors 
rejected  a  sweetened  bid  of  $9.50.  Un- 
able to  get  the  whole  company,  Ach 
apparently  decided  to  take  some  of  his 
money  out,  but  without  diluting  his 
control.  He  proposed  a  special  $4.25 
dividend,  which  was  trimmed  by  $1 
after  management  argued  that  a  high- 
er payout  could  cripple  the  company. 

Ach  says  his  Chicago  West  Pullman 
used  the  $14  million  it  received  from 
the  special  dividend  to  "pay  down 
debt  and  for  working  capital."  In 
short,  he  transferred  some  leverage 
from  his  holding  company  to  his  oper- 
ating company — and  then  turned  to 
as&w  management  and  told  them  to 
tighten  their  belts.  Ach,  at  any  rate,  is 
sitting  pretty.  The  dividend  effective- 
ly returned  the  holding  company  its 
entire  investment  plus  about  $4  mil- 
lion, and  Ach  still  controls  American 
Steel  &  Wire.  ■ 
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Who  knows 
your  disability  insurance 


Thei^e  are  two  immutable  rules  in  selling 
toys:  1)  Nothing  is  forever.  2)  Except  Bar- 
bie. How  does  Mattel  do  it? 


Barbie  does 
Budapest 


By  Gretchen  Morgenson 

JOHN  Amerman,  the  58-year- 
old  chairman  of  Mattel,  is 
deeply  in  love  with  a  blonde 
bombshell  half  his  age — and  she's 
definitely    not    his    wife.    But    Mrs. 


Amerman  doesn't  mind.  She  loves 
Barbie,  too.  And  why  not?  The  Bar- 
bie doll  is  a  money  magnet. 

"It  took  28  years  to  get  Barbie  to 
$430  million  in  sales,"  rhapsodizes 
Amerman,  "and  just  3  years  to  get  her 
to  $700  million" — where  she  repre- 


Mcittel  ChainncDi  Ji)h)i  Anierniaii 

Making  Barbie  the  world's  inamorata. 


sents  half  of  Mattel's  $1.4  billion  in 
sales.  Despite  worries  about  a  U.S.  [ 
recession  and  a  grim  Christmas,  ana- 
lysts expect  the  El  Segundo,  Calif,  toy  I 
giant  to  earn  $2. 10  a  share  for  1990,  up  | 
from  $1.80  in  1989. 

How  to  explain  the  Barbie  phenom- 
enon? Toys  are  a  faddish  business — 
Cabbage  Patch  this  year.  My  Little 
Pony  the  next.  But  Barbie,  at  the  ripe 
old  age  of  31,  seems  forever  young  and 
forever  popular.  She  is  the  toy  world's 
version  of  Coca-Cola  or  Marlboro,  the 
endlessly  successful  brand. 

One  key  to  Barbie's  success  is  that 
she  IS  so  accessible.  She  comes  in  a 
wide  range  of  prices,  so  that  almost 
everyone  can  afford  a  Barbie,  and  yet 
she  offers  some  special  things  for 
those  who  can  pay  more.  The  cheap- 
est doll  retails  for  $6 — half  the  price  of 
15  years  ago,  when  you  allow  for  infla- 
tion— but  customers  with  extra  bucks 
to  spend  can  buy  a  "fashion"  Barbie 
($20)  or  even  a  "collectible"  Barbie 
that  wears  a  sequined  gown  designed 
by  BobMackie($120). 

The  annual  model  change  is  bor- 
rowed right  from  Detroit.  A  girl  may 
have  a  couple  of  Barbies  collecting 
dust  on  her  dresser,  but  she'll  still 
want  this  year's  model.  This  year's 
Wet  'n  Wild  Barbie,  for  instance, 
comes  in  a  suit  that  changes  color 
when  she's  plunged  into  cold  water. 

Barbie  is  what  marketers  call  an 
aspirational  doll,  meaning  that  the 
child  uses  this  piece  of  polystyrene  as 
a  role  model.  And  so  Mattel  must  play 
the  current  fads.  In  the  days'  when 
diamonds  were  a  girl's  best  friend. 
Barbie  was  happily  beminked.  In  1989 
Mattel  added  to  the  lineup  the  Ani- 
mal Lovin'  Barbie,  a  doll  with  a  panda 
bear  cub  under  her  arm — to  cuddle 
rather  than  to  wear.  New  last  year 
was  the  Summit  Barbie.  She  com- 
memorates a  conference  held  in  New 
York  City  where  children  from  28 
countries  convened  to  discuss  hunger, 
homelessness  and  world  peace. 

As  the  popular  vision  of  what  a  girl 
should  be  changes,  so  does  Barbie.  In 
the  1960s  Barbie  was  a  fashion  model; 
today  it's  more  exciting  for  kids  to 
dream  about  being  a  rock  star,  so 
there  is  the  Barbie  and  the  Beat  rock 
group.  "Mattel's  very  clever;  they 
generally  have  correctly  assessed 
what  it  means  to  a  little  girl  to  be 
grown-up,"  says  Edward  Rice  of  Lan- 
dor  Associates,  a  San  Francisco  mar- 
keting and  design  firm. 

Next,  line  extensions.  For  all  her 
new  social  awareness.  Barbie  remains 
a  conspicuous  consumer.  She  has  her 
own  Ferrari,  '57  Chevy,  swimming 
pool,  health  club,  airplane,  ice  cream 
shop,  town  house,  ski  chalet  ($12  to 
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UNUM. 

That's  who 


UNUM.  You're  covered  by  the  nation's 
leading  disability  insurer. 

UNUM.  You  benefit  from  unequalled  risk 
management  and  rehabilitation  capabilities. 

UNUM.  Meeting  your  benefit  needs  with 
disability  plans,  specialty  employee  benefits, 
retirement  and  long  term  care  plans. 


You  can  count  on  what  we  know 


UNUM  Life  Insurance  Company,  Portland,  Maine  04122  (Retirement  products  available  only  through 
this  company).  UNUM  Life  Insurance  Company  of  America,  Portland,  Maine  04122  (all  states  except 
New  York).  First  UNUM  Life  Insurance  Company,  Tarrytown,  New  York  10591  (New  York  State  only). 
©  1990  UNUM  Life  Insurance  Company 

1-800-634-8026 


Barinc  aisle  cit  ci  ,\eic  York  (.it)'  'Jo]'s  "A'"  I  s 

A  sea  of  pink  that  translates  to  a  pile  of  green. 


$200  each)  and  even  a  mansion  ($500). 
Fanatical  youngsters  carry  Barbie 
lunchboxes,  sleep  on  Barbie  sheets, 
style  their  hair  in  Barbie  barrcttes, 
store    their    schoolbooks    in    Barbie 


backpacks.  Cosmetics,  clothmg  and 
sneakers  are  on  the  way. 

With  gross  profit  margms  on  the 
Barbie  line  averaging  55%,  Mattel  can 
afford  to  spend  lavishly  on  advertis- 


ing. "Three  years  ago  Barbie  w^as  un- 
dermarketed,"  says  Amerman.  He  has 
cured  that.  Although  the  company 
doesn't  break  out  w^hat  it  spends  on 
Barbie,  Mattel's  total  advertising  and 
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f  promotion  expenses  were  about  $220 
>  million  m  1990.  There's  hardly  a  girl 
left  on  the  continent  who  doesn't  own 
at  least  one  Barbie.  Mattel  has 
achieved  a  stunning  95%  penetration 
with  the  fashion  doll  among  U.S.  girls 
age  3  to  11 .  The  average  American  girl 
had  one  Barbie  in  her  toy  chest  in  the 
1960s.  Today  she  has  seven. 

With  numbers  like  these  it's  no  sur- 
prise that  for  the  first  time  in  a  good 
while,  the  number  of  Barbie  dolls 
shipped  to  retailers  in  this  country 
has  plateaued,  with  dollar  sales  gains 
coming  from  price  increases  and  from 
Barbie  paraphernalia.  It's  no  embar- 
rassment to  show  a  12%  increase  in 
revenues  in  a  year  when  retailers  are 
hurting  big  and  consumers  are  spend- 
ing small.  But  it's  nothing  like  the 
30%  growth  rate  that  Barbie  has 
turned  in  recently. 

So  why  isn't  Amerman  sweating? 
Because,  as  Gary  lacobson,  analyst  at 
Kidder,  Peabody  in  New  York  City 
points  out.  Barbie  has  only  begun  her 
march  across  Europe  and  into  the  Far 
East.  A  whole  new  potential  market 
has  opened  with  the  collapse  of  social- 
ism in  Eastern  Europe.  Although  Bar- 
bie has  had  some  distribution  in  Ja- 
pan, for  instance,  Mattel  looks  for  a 
real  boost  if  Toys  "R"  Us  manages  to 
open  there  in  1991. 

In   1980  Mattel  did  $135  million 


Barbie  as  bride  and  a)iinui!  lorer 
Every  girl's  fantasy. 


I'll..l,,^.raph^h^  D,  ,n.il  II,  .In 


abroad.  In  1990  overseas  sales  came  in 
at  about  $700  million.  Minus  the  ef- 
fect of  currency  fluctuations,  that's 
still  a  17%  increase  over  1989.  "Chil- 
dren's wants  and  desires,  their  play 
patterns,  are  the  same  around  the 
world,"  says  Amerman. 

Then  there  are  the  boys.  Unisex 
trends  notwithstanding,  few  young 
boys  play  with  dolls.  Which  means 
that  probably  75%  of  Mattel's  prod- 


ucts go  to  girls.  Amerman  has  brought 
in  marketing  expert  David  Mauer 
from  Tonka  Toys  to  run  Mattel's 
boys'  department,  where  the  biggest 
seller.  Hot  Wheels,  delivers  only  $100 
million  in  revenues.  "There  will  be 
two  new  boys'  lines  introduced  this 
February,"  says  Amerman.  Does 
Amerman  expect  Mauer  to  come  up 
with  a  Barbie  equivalent  for  boys?  In 
his  dreams.  ■ 


We  all  re  member  a  simpler 

time.  Phones  rang  less.   Laughter  rang  true.  The 

worlcl  turned  slowly.  You  ran  out  the  door  to  greet  the  new 

day.   And  all  you  needed  was  a  friend  and  a  game  to  make 

Lt  worthwhile.   But  maybe  the  times  weren't  simpler  at 

all.  Maybe  all  you  really  need  is  a  place  to 

simplify  yourself  again. 


iomes  and  boniesltes  from  $140,000  to  Oi'er  $1  iniUion.     Call  (407)   746-2561  or  ^iTite  Jonathan's  LaiuUni:;,  Jupiter,  FL3)477. 

A  COMMUNITY  DEVELOPMENT  BY  Q  ALCOA  PROPERTIES  INC  THIS  IS  NOT  AN  OFFERING  TO  NY  NJ  OR  IL  RESIDENTS  PRICES  SUBJECT  TO  CHANGE  THIS  IS  NOT  AN  OFFERING  SALES  CAN  ONLY  BE  MADE  IN  PALM  BEACH  COUNTY 
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Taxing  Matters 


Edited  bv  Laura  Saunders 


It  is  tough  to  pass  family  businesses  on  to 
the  next  generation,  and  the  new  tax  law 
does  nothing  to  alleviate  the  situation. 

Zapping  the 
family  business 


By  Patrice  Duggan 


Fl  LETCHER  Lord  Jr.  runs  Crow- 
Burlingame,  a  profitable  $50 
million  (1989  sales)  wholesaler 
of  auto  parts  in  Little  Rock,  Ark.,  by 
dint  of  the  fact  that  his  grandfather 
started  the  firm  in  1919.  Lord,  47, 
would  like  to  pass  the  business  along 
to  a  fourth  generation — his  three  chil- 
dren, now  18,  15  and  10.  His  hopes  of 
being  able  to  do  so  are  diminishing. 

The  problem  is  the  federal    , 

estate  tax,  which  takes  up  j 
to  55%  of  an  estate  and  ; 
thus  often  forces  the  inheri-  ' 
tors  of  a  successful  business  I 
to  sell  out  or  liquidate. 

Wasn't  there  a  recent  re- 
laxation of  the  harsh  rules 
on  valuing  and  taxing  fam- 
ily businesses?  That's  what 
Lord  and  other  business 
owners  thought  when  Con- 
gress in  October  repealed 
the  notorious  Section 
2036(c)  law  on  so-called 
freezes.  But  in  the  course  of  repealing 
that  law.  Congress  enacted  new  rules 
that  have  turned  out  to  be  as  bad. 

An  estate  freeze  is — or  rather, 
was — a  method  for  keeping  as  much 
as  possible  of  a  closely  held  business 
out  of  the  estate  of  the  owner.  The 
owner  would,  long  before  retirement, 
give  away  common  stock  in  the  firm 
to  his  or  her  children  while  retaining  a 
preferred  stock  interest.  Initially, 
most  of  the  firm's  value  would  belong 
to  the  preferred  shares.  Thus,  the 
common  stock  would  have  little  val- 
ue  at    the    time   it   was   given    and 


wouldn't  give  rise  to  a  large  gift  tax. 
(The  gift  tax,  levied  at  the  same  rates 
as  the  estate  tax,  is  in  effect  a  down 
payment  against  future  estate  tax.) 

When  the  owner  died,  only  the  pre- 
ferred shares  would  get  hit  with  an 
estate  tax.  The  appreciation  in  the 
business  would  belong  entirely  to  the 
common  shareholders  and  thus  to  the 
next  generation.  So  long  as  the  suc- 
ceeding generation  held  on  to  the 
common,  the  appreciation  would  es- 
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estate 


cape  both  estate  and  capital  gains  tax- 
es. Abuses  of  the  technique  were  com- 
mon, or  so  the  Treasury  Department 
claimed.  The  owner,  for  example, 
could  assign  an  artificially  low  value 
to  the  common  he  was  giving  away, 
minimizing  the  gift  tax  burden,  yet 
structure  the  deal  so  that,  when  he 
died  years  later,  the  preferred  had  very 
little  value. 

Congress  reacted  by  freezing  the 
freeze.  With  the  1987  enactment  of 
2036(c)  it  decreed,  in  effect,  that  every 
intrafamily  recapitalization  of  a  firm 
was  abusive.  Small-business  lobbyists 
welcomed  this  fall's  repeal  of  2036(c). 


But  now  they  are  coming  to  realize 
that  the  cure  is  as  bad  as  the  disease. 
Under  the  new  rules,  unless  the  div- 
idend IS  cumulative,  a  preferred  stock 
will  be  heavily  discounted  in  value. 
The  common  shares  given  to  the  chil- 
dren thus  carry  a  high  value — and  gift 
tax  IS  immediately  due.  All  the  owner 
has  gotten  is  a  chance  to  pay  his  estate 
tax  while  he  is  still  alive. 

In  theory,  the  giver  could  guarantee 
dividends  at  a  set  rate  so  that  the 
preferred  is  valuable.  But  many  family 
companies  must  plow  back  profits  to 
stay  competitive  and  can't  afford  the 
drain  of  high  preferred  dividends. 

Another  provision  in  the  1990  en- 
actment was  anything  but  a  relief  for 
family  business  owners.  It  attacked 
the  "grantor  retained  income  trust." 
A  GRIT  holds  a  business  in  trust,  with 
income  paid  to  the  grantor — that  is, 
the  current  owner — and  principal 
(shares  in  the  business)  passed  along 
at  his  death.  Done  right,  a  grit  could 
save  on  gift  or  estate  taxes.  But  the 
new  rules  require  the  trust  to  pay  out 
a  set  amount  of  income  in  the  form  of 
an  annuity.  Kathleen  Dwyer,  an  Alba- 
ny attorney  who  specializes  in  estate 
planning,  says  that  grits  have  be- 
come all  but  worthless  as  estate  plan- 
ning devices  for  family  businesses. 

What's  left?  How  can  an  owner  pass 
his  business  intact  to  his  offspring? 
The  experts  offer  this  advice: 
•  Go  ahead  and  do  an  estate  freeze  if 
the  company  is  fairly  small.  Each  par- 
ent has  a  $600,000  lifetime  exemp- 
tion from  the  gift/estate 
tax,  a  combined  $1.2  mil- 
lion. If  the  $1.2  million  of 
stock  you  give  away  now  is 
worth  $4  million  when  you 
and  your  spouse  die  20 
years  hence,  you've  kept  an 
additional  $2.8  million  out 
of  your  estate. 
•  Use  the  $10,000  annual 
gift-tax  exclusion,  which 
can  be  used  without  eating 
into  the  $600,000  lifetime 
exemption.  With  two  giv- 
ers, four  children  and  15  years  over 
which  to  spread  the  gifts,  another  $1.2 
million  can  go  tax  free  to  the  next 
generation. 

For  larger  companies,  insurance  is 
the  only  answer.  To  make  it  afford- 
able, consider  policies  that  don't  pay 
out  until  both  a  husband  and  a  wife 
have  died.  So  long  as  you  give  the 
policy  to  your  children,  the  death  ben- 
efit is  not  part  of  your  estate.  At  most 
you  will  incur  a  gift  tax  on  the  value 
of  the  annual  premium.  When  you 
die,  your  children  can  use  the  pro- 
ceeds to  pay  estate  tax  on  the  family 
business.  ■ 
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&CHIES 


10  Year  Old  Technology  Weds  Silicon 
Valley's  Most  Glamorous  Star. 

If  you  think  of  microfiche  as  a 
edium  relegated  to  the  basement 
chives,  then  you  need  to  dust  off  your 
ew  of  what's  happening  at  Anacomp. 

We  recently  mamedthe  old  reliable 
ticrofiche  to  the  most  glamorous  graph- 
s  capabilities  that  today's  computer 
lips  can  muster  in  the  world's  fastest, 
ost  efficient,  most  productive  informa- 
an  and  image  management  (1  &  IM ) 
stem:TheDatagraphiXXFP2000™. 

You  Can  Put  A  Whole  Library 
In  A  File  Cabinets 

ThenewXFP  2000 
"  as  spawned  a  won- 
"ous  storage  fiche 
died  "Wonder 
che."  It  has  all  the 
ivantages  of  space 
id  paper  savings  that 
one  may  pay  for  die 
,3st  of  the  system. 


The  Wonder  Fiche  Digests 

Data  Faster  Because 
It  Takes  Ferocious  Bytes. 

Our  system  is  software -driven, 
designed  to  double  the  throughput  of 
competitive  micrographics  setups. 
Speed  and  productivity  are  enhanced. 
And  with  features  like  Advanced 
Function  Indexing"^  and  Anatrieve"™ , 
sorting  and  retrieval  of  microfiche  is 
virtually  automatic. 

What  You  Put  In 
Is  What  You  Get  Out 

The  "Advanced  Function  Plat- 
form" of  die  XFP  2000  enables  one  to 
duplicate  forms  and  documents  with 
the  same  graphics  as  the  original.  It 
offers  enhanced  graphics  capabilities 
with  the  ability  to  replicate  a 
variety  of  fonts,  forms,  signa- 
tures, logotypes,  invoices  and 
statements  which  have  the 
"branded"  and  "corporate- 
look"  of  the  original.  No  wonder 


nearly  all  of  America's 
1,000  largest  cor- 
porations nave  a 


J*--- 


relationship  with  us. 

It  Ain't  The  Same 
Old  Fiche  Story. 

Fiche  and  chips  can 
be  a  blue  chip  investment 
for  your  company.  For 
information  on  owning  an  Anacomp 
1  &  IM  system,  or  on  how  we  can  handle 
your  needs  through  one  of  our  service 
bureaus,  write  J .  Mark  Woods,  E.  V.P. , 
Anacomp,  Inc.,  3060  Peachtree  Road, 
N.W.,  Suite  1 700,  Atlanta,  Georgia 
30305.  Or  call  404-262-2667. 

THE  IMAGE  OFTHE  FLTTURE. 

anacomp 


©1991  Anacon^,  Inc.  AnacompandDatagraphiX  are  registered 
crademarksof  Anacomp,  Inc.  DatagraphiXXFr  2000  (ana  XFP 
2000),  Advanced  Function  Indexing  and  Anatrieve  are  trademarlcs 
of  Anacomp,  Inc. 
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U.S.  entrepreneurs  are  finding  new  ways  to 
mingle  U.S.  and  Mexican  agricultural  and 
food  production  to  benefit  both  countries. 

"There's  your 
solution" 


By  Joel  Nillmaii 


WHILE  ON  VACATION  in  McXl- 
co  two  years  ago,  Paul  and 
leanette  Johnson  hit  upon  an 
idea  for  expanding  their  Massachu- 
setts nursery  business.  Why  not  use 
Mexico's  cheap  labor  and  bright  sun- 


shine to  raise  geraniums  for  resale  in 
the  U.S.:  But  the  Johnsons  were  wary 
of  a  joint  venture  with  Mexican  part- 
ners— then  the  legally  required  proce- 
dure for  most  foreign  business  people 
operating  in  Mexico  and  standard 
practice  for  U.S.  growers  transplanted 
to  Mexico.  The  Johnsons  wanted  to 


T 
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Paul  Johtiso)!  al  Ins  licnmiioii  DuuiiiUadoni 

Relaxed  foreign  ownership  rules  make  Mexico  a  backyard  garden. 


run  their  own  show. 

They  consulted  a  Mexico  City  law- 
yer. "He  saw  my  wife  was  eight 
months  pregnant,"  says  Paul,  29.  "He 
looked  at  me,  then  said,  'There's  your 
solution.'  " 

The  Johnsons'  daughter,  Alexandra, 
was  born  the  next  month  in  Mexico. 
That  made  her  legally  a  Mexican- 
American,  and  her  parents  planned  to 
list  her  as  chief  executive  when  they 
registered  their  new  subsidiary,  Inver- 
naderos  Johnson  de  Mexico.  Five 
months  later,  when  the  regulation 
was  dropped,  Alexandra's  services 
weren't  required  anymore  and  her 
parents  began  shipping  the  first  of 
millions  of  geraniums — grown  in 
Mexico  from  U.S.  stock  plants. 

For  decades,  American  companies 
have  operated  border  assembly  plants, 
nuk/ui/cuioras.  in  Mexico,  importing 
components  for  things  like  circuit 
boards  and  clothing,  then  reexporting 
the  products,  and  usually  paying  only 
a  modest  duty  on  the  added  value,  or 
none  at  all. 

But  with  the  exception  of  multina- 
tionals like  Kraft  and  Campbell, 
which  have  established  Mexican  sub- 
sidiaries, few  U.S.  companies  opened 
Dicu/uikiciorcLs  for  agricultural  uses,  as 
the  Johnsons  did.  But  now,  thanks  to 
the  new  ownership  rules  and  a  newly 
relaxed  attitude  toward  direct  foreign 
investment,  American  capital  and 
knowhow  have  been  freed  to  flow  into 
Mexico's  promising  food  processing 
industry. 

Agio-mai/uilas  now  represent  the 
fastest-growing  segment  of  the  $3-bil- 
lion-a-year  mcu/ui/adoni  industry.  In 
two  years,  the  number  of  agro-niacjui- 
las  has  more  than  doubled,  to  over  40, 
and  the  wholesale  value  of  incujuila- 
processed  agricultural  goods  has 
grown  to  more  than  $100  million 
from  under  $20  million  in  early  1989. 

Here's  how  it  works:  Food  "com- 
ponents" from  the  U.S.,  South  Ameri- 
ca and  Mexico  itself  are  now  being 
"assembled"  in  Mexico  for  sale 
throughout  the  world.  Today  Mexi- 
can land,  labor  and  sunshine  figure  in 
the  processing  of  fruit  salad,  vegeta- 
bles, Japanese  sushi,  chicken,  the 
Johnsons'  geraniums,  and  even  the 
lemon  wedges  plunked  into  the  iced 
tea  at  McDonald's. 

Invernaderos  Johnson's  geranium 
nick/iii/a  is  in  Guanajuato.  The  John- 
sons fly  mother  "stock"  plants,  the 
imported  component  needed  to  quali- 
fy the  business  as  a  nuk/uila,  from 
Boston  for  processing.  Two-inch  cut- 
tings are  then  packaged  in  a  synthetic 
rooting  material  and  replanted  in  the 
Johnsons'  Hudson,  Mass.  nursery. 

Even  with  the  cost  of  air  freight. 
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Decisions.  As  an 
active  manager 
of  $25  million, 
how  do  vou  make 
the  best  ones? 


As  an  active  and  successful 
investor,  you  recognize  that 
the  quality  of  your  invest- 
ment decisions  is  only  as 
good  as  the  information 
you  have. 

And  because  you  active- 
ly manage  a  substantial 
portfolio — for  personal. 


family,  or  business 
interests — you  probably 
use  several  firms  for 
trading,  safekeeping,  or 
ideas. 

Do  you  wonder  whether 
you  are  getting  everything 
possible  from  them?  Are 
they  as  strongly  committed 
to  your  objectives  as  to 
their  own? 

J.R  Morgans  private 
bankers  welcome  the 
opportunity  to  explain  how 
Morgan  provides  active 
individual  investors  with 
investment  insight,  not 
hindsight. 

At  J.P  Morgan,  you  can 
draw  upon  our  global 


expertise  in  securities 
trading,  safekeeping, 
foreign  exchange  services, 
and  private  investments. 

You  will  have  access  to 
the  same  resources  for 
equity,  fixed-income,  and 
money  market  investments 
that  are  available  to 
Morgan  s  largest  corporate 
and  sovereign  clients. 
And  you  have  access  to 
The  Pierpont  Funds, 
which  offer  many  diver- 
sified investment  options. 

Any  or  all  of  these 
services  can  be  coordi- 
nated in  a  total  banking 
relationship,  providing  the 
high  quality  and  personal 


attention  for  which 
J.R  Morgan  is  known. 

If  vou  enjoy  managing 
your  own  assets — ol 
$5  million  or  more — and 
want  to  see  if  you  can  be 
better  served  than  by  your 
present  resources,  contact 
the  private  bankers  at  J.R 
Morgan.  Call  Anthony  I). 
Rennetti,  Vice  President, 
J.R  Morgan  California. 
(213)  489-9347. 


©  1990  J.R  Morgan  &  Co.  Incorporated 

The  Pierpont  Funds  are  no-load  funds  distributed  by  TBC  Funds  Distributor,  Inc.  Morgan 
Guaranty  serves  as  investment  advisor  to  The  Funds  and  makes  The  Funds  available  solely  in 
its  capacity  as  shareholder  servicing  agent  for  customers.  The  Funds  are  not  an  obligation  of 
Morgan  Guaranty  and  are  not  insured  by  the  FDIC. 


Private  Banking 
in  California 


JPMorgan 


PLANET 
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)  1990  Data  General  Corporation.  AViiON  is  a  trademark  of  Data  General  UNIX  is  a  registered  trademark  of  AT&T 
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FOR 
ARTH. 


The  struggle  to  protect  the  environment  has  a  powerful  new 
weapon.  AViiON™  Systems  from  Data  General.  The  U.S. 
Geological  Survey  will  soon  begin  installing  more  than  6000  of 
our  AViiON™  UNIX'  servers  and  workstations  in  a  sophisticated 
new  computer  network  that  spans  50  states,  two  territories  and 
the  District  of  Columbia.  Data  General  won  this  7-year  contract 
for  all  the  right  reasons:  great  open-architecture,  superb  service, 
support,  systems  engineering,  training.  Plus  22  years  experience 
working  in  multivendor  environments.  If  you  need  new  solutions 
to  help  conserve  and  maximize  resources  why  wait  for  the  others 
to  catch  up.  Call  1-800-DATAGEN  now.  We  have  good  news  for 
you,  too. 

If  Data  General 


i 


SHARP  MINDS  SELECT 
FORBES 

Sharp  presents  a  great  gift  idea  in  FORBES  for  executives  on 

the  go.  It's  the  ability  to  take  control  of  their  busy  lives  via  an 

entire  family  of  Wizard  Organizers-including  the  new  OZ-8000. 

These  are  convenient,  portable  electronic  organizers  that  can 

handle  everything  from 

storing  telephone  numbers 

to  calculating  expense 

reports.  Sharp  helps  keep 

America's  business 

leaders  at  the  top  of  their 

form-just  Uke  their 

favorite  business 

magazine,  FORBES. 


©  1990  Sharp  Electronics  Corporation 
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Get  the  Most 
For  Your  IRA 

If  you're  receiving  a  retirement  plan  distribution  due  to  a  job  change 
or  retirement,  you  have  just  60  days  to  roll  over  to  an  IRA  and  continue  to 
defer  taxes  and  avoid  a  possible  10%  penalty  The  Fidelity  Rollover  IRA 
makes  it  easy 

If  you  have  IRAs  elsewhere,  you  can  consolidate  them  at  Fidelity  and  have 
access  to:  •  Experienced  Portfolio  Management  •  Over  50  no-load  and 
low-load  funds  i/  Consolidated  statement  •  Easv  IRA  transfers  »/  Low 
IRA  fees. 

Let  our  no-pressure  Retirement  Specialists  show  you  how.  Our 

Retirement  Specialists  will  be  happy  to  answer  your  retirement  questions  and 
help  you  set  up  your  Fidelity  IRA. 


X^ 


Call  24  hours     1-800-544-8888 


Call  today  for  a  free  Rollover  IRA  fact  kit!  Fidelity  Distributors  Cor- 
poration ((ieiierai  Distribution  Agent),  P.O.  Box  660603,  Dallas,  TX 
75266-0603.  Xjf^L 
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Mckiiiila  worker  in  GiuDia/ucito 
Bright  sunshine,  low  costs. 

their  Mexican  geraniums  cost  the 
Johnsons  only  7  cents  each — about  a 
fifth  as  much  as  those  grown  in  New 
England — and  are  twice  as  profitable. 
They  sold  $500,000  worth  of  Mexican 
cuttings  last  year.  This  year  they're 
getting  into  poinsettias. 

More  typical  is  Basic  Vegetable 
Products'  Duic/niki.  just  up  the  road  in 
Irapuato.  Like  Kraft  and  Campbell, 
the  small  California-based  firm  "as- 
sembles" a  finished  onion  from  im- 
ported seed,  then  reexports  onion 
flakes  and  powders  for  distribution  in 
the  U.S. 

Arkansas-based  Tyson  Foods,  a  top 
seller  of  chicken  parts  to  the  U.S.  food 
industry,  ships  its  lower-priced  legs 
south  to  its  new  ))iac/nila  in  Torreon. 
For  health  reasons,  the  U.S.  Depart- 
ment of  Agriculture  doesn't  permit 
the  sale  of  Mexican-processed  ix)ultry 
here.  So  Tyson  has  found  a  market  in 
Japan,  where  it  sells  the  boned  legs  as 
frozen  yakatori. 

David  Van  Bebber,  an  attorney  for 
Tyson  Foods,  explains  that  while  its 
U.S.  wages  run  around  $7  an  hour,  it 
can  hire  dedicated  Mexican  workers 
for  about  $40  a  week — a  handsome 
wage  in  Mexico. 

Catalina  Offshore  Products,  a  $3 
million  San  Diego  seafood  wholesal- 
er, processes  U.S.  sea  urchins  in  a  new 
plant  in  Ensenada,  Mexico.  It  buys 
them  for  about  $12  a  pound,  and  the 
urchins  eventually  wind  up  as  Japa- 
nese sushi — at  about  $100  a  pound 
retail.  More  than  half  of  Catalina's 
sales  now  come  from  its  Mexican- 
processed  seafood,  up  from  just  15% 
under  a  prior  joint  venture  with  a 
Mexican  partner. 

Everyone  benefits  from  deals  like 
these.  Mexicans  can  find  decent  jobs 
at  home  instead  of  crowding  across 
the  border  into  the  U.S.  Consumers  in 
the  U.S.  get  good  products  at  a  reason- 
able cost.  And  U.S.  businesses  can  use 
Mexican  workers  to  fight  low-cost 
foreign  competition.  ■ 
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Not  Since  the  1830s  Has  Georgia 
Offered  So  Many  Ways  To  Strike  It  Rich 


Benjamin  Parks'  discovery  of  gold  in  Georgia  triggered  America's 
first  gold  rush. 

Today,  modern-day  firms  seeking  to  strike  it  ricfi  are  rewarded  witfi 
an  even  greater  discovery:  Augusta,  Columbus,  Macon,  and  Savannafi 
-four  Georgia  cities  with  the  vigor  and  pcnionality  to  take  up  where 
Atlanta  leaves  off. 

THERE'S  MORE  TO  GEORGIA  THAN  ATLANTA. 

High-tech  manufacturing.  Skilled  workers.  Efficient  distribution. 
Global  telecommunications.  Superior  infrastructures.  Progressive  local 
governments.  Cultural  pizzazz. 

Augusta,  Columbus,  Macon  and  Savannah  offer  you  a  dramatic 
perspective  on  the  scope  of  Georgia's  new  sophistication. 

GLASNOST  IS  COMING  TO  SAVANNAH. 

Savannah,  for  instance,  is  a  modem 
deep-water  seaport  that  serves  the 
world's  largest  container  ships,  thus 
enabling  your  company  to  expedite  to 
and  from  any  part  of  the  globe. 

And,  did  you  know  that  Savannah 
also  hums  with  industry?  Union 
Camp,  Great  Dane  Trailers,  and  Dixie 
Crystals  Sugar  have  been  here  for  gen- 
erations. You'll  also  find  a  high-tech  focus.  In  fact,  home-grown  Gulf- 
stream  Aerospace  Corp.  is  working  with  the  Soviets  to  build  the  wodd's 
first  supersonic  business  jet  right  here  in  Savannah. 

MACON  A.K.A.  "AEROSPACE  ALLEY" 

Macon,  the  geographic  hub  of 
Georgia,  shines  because  it  is  the  city 
closest  to  Atlanta's  International  Air- 
port. It  is  also  the  Interstate  crossroads 
of  a  six-state  consumer  market  with  a 
population  of  36-million  people. 
Scores  of  national  companies  have 
service  centers"  here.  And  with  its 
soaring  aerospace  industry- 
companies  like  Boeing,  McDonnell  Douglas,  Zantop,  Northrop- 
Macon's  lafxar  force  abounds  with  high-tech  engineers  and  computer 
specialists,  as  well  as  machinists,  technicians,  and  metal  workers. 


AMERICA  DISCOVERS  COLUMBUS. 

Columbus-with  its  diverse 
economic  base,  skilled  labor  force  am  I 
strong  work  ethic- focuses  on  getting 
the  job  done.  Profitably. 

No  wonder  this  international  city 
has  such  a  healthy  variety  of  industry. 
Such  as,  Pratt  &  Whitney's  $200- 
million  precision  aircraft  parts  [)lant. 
Total  System  Service,  the  nation's 
second  largest  bankcard  data  (processor,  with  966  employees.  And 
Hughston  Sports  Medicine  Complex,  the  world's  leading  facility  for 
the  treatment,  re-hab  and  research  of  sports-related  injuries. 

And  no  wonder  Columbus  was  named  one  of  America's  Most 
Entrepreneurial  Cities  by  Inc.  Magazine. 

AUGUSTA  GOES  FOR  THE  GOLD. 

Augusta,  host  city  of  the  annual  Masters  golf  championship,  also 
has  a  serious  business  side. 

Georgia's  second  largest  metro-area,  with  half-a-million  residents, 
presents  you  with  a  labor  force  .skilled  in  precision  manufacturing,  tech- 
nology, data  processing  and  bio-engineering. 

Here,  eleven  major  hospitals  and  the  Medical  College  of  Georgia 
employ  over  25,000  people.  And  45,000  more  skilled  professionals 
work  with  a  variety  of  leading-edge  employers. 

Including  the  Eort  Gordon  communications  training  center  The 
Westinghouse  Savannah  River  Site.  And 
G.D.  Seade  and  Company,  manufacturer 
of  quality  medicines.  To  name  just  a  few. 
To  get  more  facts  about  any  one  or  all 
of  these  Georgia  cities,  please  write  to 
Chades  Gatlin,  Georgia  Department  of 
Industry,  Trade  &  Tourism,  Dept.  FBS, 
RO.  Box  1776,  Atlanta,  GA  30301. 

Or  call  us  at  404-656-9306. 
With  cities  like  Augusta, 
Columbus,  Macon  and  Savannah, 
golden  opportunities  can  really 

pan  out  for  you  in  Georgia.       The  State  of  BusJness  Today 
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The  Universal  Lamc 


\GE  OF  Creativity. 


Inspiration  can  arrive  at  any  moment,  but  it  rarely  strikes  in  the 
same  place  twice.  That's  why  at  Daewoo  we  encourage  our 
research  and  development  people  to  let  go,  take  risks,  and  play 
hunches.  Nurturing  the  creative  process  has  helped  Daewoo, 
in  just  over  20  years,  to  become  a  universal  name  in  fields  as 
diverse  as  trading  and  shipbuilding,  aeronautics  and  electronics, 
construction  and  telecommunications,  finance  and  heavy 
industry.  To  find  out  how  our  creative  solutions  can  solve  the 
challenges  facing  your  company,  call  Daewoo. 

Daewoo  International  (America)  Corp.  (212)  909-82(X). 


The  Universal  Language  of  Quality 


The  Larger  Context 


Government  welfare  programs  have 
failed  to  end  poverty.  Experts  say  there's  a 
much  bette)''  way  to  do  the  job. 

A  CULTURE  OF 
CHARACTER 


By  Michael  Novak 


Secretary  of  Health  di^.  Human  Ser- 
vices Dr.  Louis  W.  Sullivan  spoke  at 
a  recent  American  Enterprise  Insti- 
tute session  on  "Ways  out  of  Pover- 
ty." He  described  his  vision  of  a 
"culture  of  character,"  in  which 
families  prepare  children  for  ways 
out  of  poverty  rather  than  depend- 
ing entirely  on  government.  This 
appeal  rang  true  to  his  own  experi- 
ence— and  to  that  of  most  of  us. 

Born  poor  in  Atlanta,  and  in  the 
early  1960s  a  Harvard  fellow  in  he- 
matology. Secretary  Sullivan  is  the 
second  physician  ever  to  occupy  his 
cabinet  post,  and  the  first  research 
fellow  from  the  National  Institutes 
of  Health.  He  consistently  empha- 
sizes those  deep  habits  of  character 
that  make  a  republic  healthy  in 
body  and  spirit  and  whose  collapse 
brings  on  epidemics  of  crime  and 
disease.  Better  personal  behavior,  he 
notes,  could  cut  U.S.  health  prob- 
lems by  nearly  a  third  and  could 
also  reduce  the  incidence  of  pover- 
ty, at  least  among  the  able-bodied  of 
mature  age  (18  to  64). 

At  the  same  conference.  Secretary 


PhilosopbtT,  joiinialist  and  ex-US  ambas- 
sador Michael  Novak  directs  social  and 
political  stitdies  at  the  American  Enterprise 
Institute  in  WcLshin0on.  DC  Hk  hook  The 
vSpirit  of  Democratic  Capitalism  has  been 
widely  translated  around  the  world 


of  Housing  &  Urban  Development 
lack  Kemp  likened  our  welfare  situ- 
ation to  socialism  in  Eastern  Eu- 
rope. The  communists  boasted  that 
they  supplied  all  "basic  needs": 
jobs,  housing,  food.  But  this  is  also 
done  in  prisons — what  people  want 
is  liberation,  room  for  initiative,  re- 
sponsibility. Kemp  asked  how  pub- 
lic housing  could  be  "homcstcaded" 
to  Its  current  renters.  He  praised 
President  Bush  for  announcing 
plans  to  move  a  million  such  rent- 
ers into  home  ownership  by  1992. 

Like  Finance  Minister  Klaus  in 
Czechoslovakia  and  President 
Walesa  in  Poland,  Kemp  promoted 
"popular  capitalism."  He  men- 
tioned enterprise  zones  and  capital 
gains  reductions  in  inner-city  areas 
and,  rapid-fire,  at  least  a  dozen  other 
practical  initiatives  aimed  at  mak- 
ing citizens  independent,  responsi- 
ble and  active  in  self-government. 
"Think  of  it,"  he  said  with  glee,  "if 
we  were  in  Eastern  Europe,  we'd  be 
called  liberals  for  ideas  like  these." 
We,  too,  can  free  our  poor  from  sub- 
servience to  the  state. 

Charles  Murray,  the  respected  au- 
thor of  Losing  Ground,  also  tried  to 
be  optimistic  but  couldn't  help  not- 
ing that  the  federal  government  is 
too  smothering  an  instrument  to  in- 
spire citizens  to  seek  ways  out  of 
poverty;  it  rewards  welfare  more 
than  it  rewards  work.  (For  example, 
going  to  work  often  means  paying 
more  taxes  and  losing  Medicaid.) 

What  kind  of  changes  in  personal 
habits  can  help  beat  poverty?  Let's 
look  at  the  numbers. 

In  1989  the  Census  Bureau  found 
31.5  million  persons  "officially 
poor,"  or  11.4%  of  the  population. 
Since  nearly  all  American  families, 
native-born    or    immigrant,    began 


life  here  in  poverty,  this  means  that 
the  nation  has  so  far  freed  about 
89%  of  its  poor,  with  11%  to  go. 

What  about  the  remaining  11%? 
Just  over  half  of  the  poor  are  youn- 
ger than  18  or  older  than  64.  Such 
persons,  if  not  blessed  with  finan- 
cial resources  of  their  own,  properly 
depend  on  those  of  working  age. 
Those  of  the  latter  who  are  neither 
disabled  nor  ill  are  the  crucial  10 
million  on  whom  poverty  programs 
need  to  focus.  Even  for  their  own 
well-being,  such  citizens  need  to 
contribute  to  society,  not  merely 
take  from  it. 

Precisely  for  such  persons,  the 
1989  Census  Bureau  report  on  mon- 
ey income  marks  the  ways  out  of 
poverty  quite  clearly:  Graduate 
from  high  school;  get  and  stay  mar- 
ried but  not  too  early;  and  get  and 
keep  a  full-time  job.  Consider: 

•  Families  whose  head  is  under  25 
years  old  were  far  more  often  poor; 
the  figures  were  30%  for  those  un- 
der 25,  versus  9.9%  for  those  25  to 
64,  and  6.6%  over  65. 

•  For  high  school  graduates, 
chances  of  being  poor  fell  to  8.9%. 

•  Among  married-couple  families, 
only  5.6%  were  poor — so  staying 
married  (even  if  not  on  the  first  try) 
is  a  powerful  way  out  of  poverty,  for 
men  as  well  as  for  women. 

•  Of  those  who  worked  full  time  for 
at  least  50  weeks  a  year,  only  2.9% 
were  poor. 

In  summary,  for  those  who  are 
over  25,  high  school  graduates,  liv- 
ing as  married  couples  and  working 
full  time,  chances  of  being  poor  fell 
from  5.6%  to  2.9%.  If  you  do  all 
four,  your  chances  of  staying  poor  in 
America  are  slim.  That's  what  the 
speakers  meant  when  they  referred 
to  the  importance  of  improved  per- 
sonal behavior — rather  than  govern- 
ment programs — as  the  most  reli- 
able path  out  of  poverty. 

These  tried  and  true  methods 
work.  They  have  attracted  to  our 
shores  some  6  million  immigrants 
in  each  of  the  last  two  decades. 
These  immigrants  (mostly  non- 
white  from  Africa,  the  West  Indies, 
Asia  and  Latin  America)  know  that 
if  they  fulfill  these  four  basic  re- 
quirements they  will  quickly  exit 
from  poverty.  If  they  show  spirit, 
America  will  deliver  the  goods. 

So  the  questions  we  should  be 
asking  about  our  poor  and  welfare 
recipients  is:  Why  aren't  all  Ameri- 
cans showing  this  spirit?  What  has 
government  done  to  stifle  it?  What 
can  government  do  better?  ■ 
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Introducing  The  Fastest  W^y  To  Save  Money  -  Guaranteed. 

That's  Learjet  Performance. 
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National 
Quality 
Award 
/1990 
Winner 


A  FEW  WORDS  ON  THE  1990 

MALCOLM  BALDRIGE 
NATIONAL  QUALITY  AWARD. 


There  are  a  number  of  awards 
given  to  automobiles  these  days 
And,  perhaps,  that's  what  makes 
the  Baldnge  Award  so  special:  it's 
not  one  of  them 

NOT  AN  AUTOMOTIVE  AWARD 

For  one  thing,  it's  given  not  to 
a  product  but  to  a  company 

For  another,  it's  not  limited  to 
automotive  companies  but  is  open 
to  businesses  of  all  kinds 

Then  again,  it  has  the  distincnon 
of  being  presented  in  Washington,  DC, 
by  officials  of  the  United  States 
Department  of  Commerce. 

And  finally,  there's  the  reason 
It  was  created  in  the  first  place-to 
help  raise  the  quality  of  all  Amencan 
business  and  make  this  country 
more  competitive 

ESTABLISHED  BY  CONGRESS 
The  award  came  about  three 
years  ago  when  Congress  created  it 
in  memory  of  the  late  Malcolm 
Baldnge-Secretary  of  Commerce 
from  1981-1987  Since  then,  it 
has  quickly  become  this  country's 
highest  honor  for  quality  in  busi- 
ness, and  the  pnze  most  sought  by 
businesses  of  all  kinds.  For  to  win  it 
IS  to  be  |udged  as  a  role  model  for 
companies  everywhere 

But  to  win  It,  a  company  must 


first  go  through  one  of  the  most 
ngorous  examinations  ever  devised. 
A  comprehensive,  top-to-bottom 
analysis  of  its  people,  processes  and 
principles-complete  with  personal 
interviews  calculated  to  reveal  to  what 
extent  the  quality  ethic  is  integral  to 
everything  they  do 

IbZOOO  APPLICATIONS  THIS  YEAR 

So  comprehensive  is  this  proc- 
ess, and  so  high  are  the  standards, 
that  of  the  thousands  of  different  com- 
panies that  applied  for  considera- 
tion this  year  alone,  fewer  than  100 
were  judged  sufliciently  qualilied  to 
go  on  to  the  final  round 

For  Cadillac  to  emerge  trom 
that  field  as  the  first  automotive 
company  ever  to  win  this  coveted 
honor  then,  is  on  the  one  hand  a 
confirmation  of  their  total  commit- 
ment to  quality 

But  to  the  people  ot  General 
Motors-to  the  designers,  engineers, 
managers,  suppliers,  assembly 
workers,  test  dnvers,  dealers  and 
ever)'one  else,  Cadillac's  winning  the 
1990  Baldnge  Award  has  lar  greater 
meaning  than  that 

A  SHARED  COMMITMENT 

It  means  that  the  passion, 
pnde  and  commitment  to  quality 


that  everyone  at  General  Motors 
shares  with  the  people  of  Cadillac 
have  just  been  validated 

It  means  that  things  such  as 
teamwork,  continuous  improvement, 
constant  attention  to  the  \'oice  of 
the  customer  and  setting  the  highest 
quality  standards  for  suppliers- 
things  on  which  Cadillac  wasjudged, 
and  f)clieis  and  \'alues  shared 
throughout  all  GM-are  precisely  the 
things  we  need  to  be  doing  in  order 
to  redefine  quality  as  a  lasting 
source  ol  pnde  and  satisfaction  Icm' 
our  customers 

And  It  means  that  the  concept 
ol  the  Qualit)'  Network-of  manage- 
ment and  labor  working  together  to 
one  common  goal,  ol  even  making 
sure  that  whatever  dillerences  might 
possibl}'  anse,  they  are  never  allowed 
to  aflei  t  the  quality  ol  our  products 
-IS  more  than  ever  the  future  of 
General  Motors 

DOWN  THE  ROAD 

And  It  IS  in  looking  ahead  to 
that  future  that  the  Baldnge  Award 
will  mean  the  most  For  in 
Cadillac's  winning  it,  we  see  not 
victory,  but  promise  Not  the  end 
of  the  road,  but  a  sign  that  we're 
on  the  nght  one-and  an  inspiration 
to  continue. 


AND  WHAT  CADILLACS 
WINNING  IT  MEANS  TO  US. 


PUTTING  QUALITY 
ON  THE  ROAD 


HARK  OF  EXCEUfNa 


Chevrolet    Pontiac    Oldsmobile    Buick    Cadillac    CMC  Truck 


The  Funds 


Annuities  are  big  sellers  because  of  their 
tax  shelter  feature.  Fact  is;  the  tax  benefits 
are  often  minute  and  the  costs  are  high. 

What's  so  hot 
about  annuities? 


By  Michael  Fritz 


COMBINE  THE  INVESTING  public's 
insatiable  appetite  for  a  tax  an- 
gle with  an  investment  prod- 
uct that  pays  4%  to  5%  upfront  com- 
missions and  you  get  some  idea  why 
variable  annuities  are  the  hotcake  in 
brokers'  offices. 

Through  the  first  nine  months  of 
1990,     investors     nationwide 
poured  an  estimated  $8.8  bil- 
lion into  variable  annuities. 

James  Pihaly,  a  financial 
planner  in  Rockford,  111., 
racked  up  $1.4  million  in  van- 
able  annuity  sales  in  1990, 
grossing  $70,000  in  commis- 
sions. That's  four  times  his  an- 
nuity volume  in  1989.  "People 
don't  care  whether  they're  in 
the  28%  bracket  or  the  15% 
bracket,"  says  Pihaly.  "They 
feel  like  they're  paying  Uncle 
Sam  too  much,  and  they  want 
to  defer  taxes  until  the  last 
possible  moment." 

The  sales  pitch  for  an  annu- 
ity goes  like  this:  It  amounts 
to  an  unlimited  (albeit  nondeductible) 
Individual  Retirement  Account.  You 
put,  say,  $10,000  in  an  annuity  that 
allows  you  a  choice  of  stock,  bond  and 
money  market  funds  as  investments. 
The  interest  and  dividends  and  capital 
gains  compound  tax-free.  You  pay  tax 
on  your  profits  only  when  you  with- 
draw the  money.  As  with  iras,  with- 
drawals from  variable  annuities  be- 
fore age  59 Vz  are  subject  to  a  penalty. 
But  if  you  are  already  past  middle  age 
and  have  spare  cash,  this  penalty  is 
not  a  big  drawback. 

Nevertheless,  many,  perhaps  most, 
annuity  customers  would  be  better  off 
buying  investments  that  have  no  tax 
angle.  There's  no  use  saving  money 


on  taxes  only  to  waste  it  on  fees.  The 
reality  is  that,  unless  you  hold  on  to 
the  annuity  for  a  long  time,  tax-de- 
ferred annuities  offer  only  a  small  tax 
advantage  yet  cost  a  lot  more  in  over- 
head than  ordinary  funds. 

In  short,  most  of  the  benefit  from 
the  tax  savings  goes  to  the  middle- 
men, not  to  the  investor.  Annuities 
are   loaded   with   charges:    Insurance 


Variable  costs 


Annuity  expenses  range  widely.  And  some  charge 
stiff  surrender  fees,  while  others  are  truly  no-load. 


Annuity 


Annual 
Maximum   expenses 
load'        per  $100^ 


Fidelity  Growth 


5% 


Northbrook/Dean  Witter  Equity 


Vanguard  Equity 


Fohn  Hancock  VA2000  Total  Return 


8.5 


Scudder  Horizon  Managed  Bond 


Back  end  lo.id.  umi.iII\   declining  to  0"<'.  in  ^  to  "  \e.irs      "Dcics  not 
include  annual  $20- $40  account  fee 

Sources  Upper  Aiui/r/iai/  Serrices.  /iic .  l-imnrs. 


companies  add  a  fee  of  0.85%  to 
1.25%  of  assets  annually  for  death 
benefits  and  expenses — this  on  top  of 
the  0.75%  or  so  in  advisory  and  other 
fees  for  the  fund  that  the  annuity  is 
invested  in.  The  additional  fees  typi- 
cally consume  the  tax  savings  for  the 
first  20  years.  If  you  don't  hang  in  for  a 
long  time — for  example,  by  taking  the 
money  out  as  an  annuity — you  don't 
come  out  ahead.  (A  variable  annuity 
may  be,  but  usually  does  not  have  to 
be,  withdrawn  in  the  form  of  a  month- 
ly annuity  for  life.  It  differs  from  vari- 
able life  insurance  in  putting  much 
less  emphasis  on  death  benefits  and 
more  on  cash  value  buildup.) 

So  why  do  annuities  sell  so  well? 


Because  of  the  power  of  the  beat-the- 
iRS  sales  pitch.  Mutual  fund  giant  Fi- 
delity Investments  became  so  enam- 
ored of  annuities  that  it  bought  its 
own  insurance  company  in  late  1986 
to  package  them  with  clones  of  its 
taxable  mutual  funds.  Fidelity  ex- 
pects to  ring  up  $200  million  in  sales 
of  variable  annuities  this  year,  up 
from  last  year's  $72  million. 

You  may  wonder  why  annuities  are 
tax-deferred.  Their  favored  status 
comes  from  a  thin  veneer  of  insurance 
wrapped  around  a  conventional  mu- 
tual fund — and  insurance  products 
have  always  been  tax-favored.  Here, 
the  element  of  insurance  is  almost 
invisible:  Should  you  meet  an  un- 
timely death,  your  beneficiary  gets 
the  greater  of  the  fund's  current  value 
or  your  original  investment.  Now,  it 
takes  a  fairly  unusual  combination  of 
misfortunes  for  your  fund  to  be  worth 
less  when  you  die  than  when  you 
bought  It.  If  you  are  buying  a  money 
market  fund,  of  course,  this  eventu- 
ality is  impossible. 

Even  at  penny-pinching  Vanguard 
Group,  which  sells  low-expense 
funds,  the  economics  of  annuities 
look  pretty  unappealing.  This  Febru- 
ary Vanguard  will  roll  out  no-load 
variable  annuities  with  total 
expenses  (including  fund  over- 
head and  mortality  charges)  of 
about  1%),  plus  $25  per  ac- 
count per  year.  That's  a  better 
deal  than  annuities  offered  by 
other  firms  (see  table).  But  it 
doesn't  compare  favorably 
with  Vanguard's  own  taxable 
funds,  except  for  investors 
who  know  they  will  stay  in- 
vested for  a  long  time.  Van- 
guard's regular  s&p  500  index 
fund  runs  a  dirt-cheap  0.2%  of 
assets  in  annual  expenses;  the 
variable  annuity  invested  sim- 
ilarly costs  about  1% — five 
times  as  much. 
Here  are  some  reasonable 
assumptions.  Suppose  shares  in  Van- 
guard's taxable  index  fund  appreciate 
at  a  5%  annual  rate  and,  in  addition, 
make  taxable  distributions  of  5%  a 
year,  for  a  total  return  of  just  over 
10%.  The  annuity  version  of  this  in- 
dex fund  yields  0.8%  a  year  less,  be- 
cause of  the  mortality  charge.  Your 
tax  bracket  is  34%.  You  cash  out  in 
ten  years,  without  annuitizing  your 
account.  Then  the  taxable  fund  will 
yield  you  a  compound  annual  aftertax 
return  of  7.2%;  the  variable  annuity, 
6.9%.  Hang  in  for  a  couple  of  decades 
and  the  results  are  close  to  a  tie. 
Sometimes  it's  better  to  pay  taxes 
than  to  seek  complicated  ways  to  put 
them  off.  ■ 


S2.00 


.65 


0.95 


1.73 


1.75 
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Do  YOU  Realij  Want 

TO  TAKE  A 15  HOUR  FLIGHT  ON  A 
5  HOUR  AIRLINE? 


Flying  to  the  South  Pacific 
s  nothing  Hke  the  typical  cross- 
:ountry  hop  most  North 
^ericans  have  experienced. 

And  the  airlines  that  have 
nastered  5  hour  flights  are 
lo  match  when  it  comes  to  the 
:omfort,  privacy  and  service 
ravelers  expect  on  flights 
asting  three  times  that  long. 

There  is,  however,  one  airline 
:hat  specializes  in  these  passages.  It  has  for  70  years. 

Qantas.  Hardly  surprising,  considering  Australia       "^ 
IS  a  very  long  way  from  just  about  anywhere. 
Mastering  the  long  flight  was  a  matter  of  necessity 

In  fact,  in  a  satisfaction  poll  conducted  by  Conde 

On  our  new  747-lfOO's, 

Nast  Traveler  magazine,  travelers  ranked  every  seat  in  every  class  features 

a  lumbar  support. 

Qantas  one  of  the  three  best  airlines  in  the  world. 

None  of  the  American  based 

Pacific  made  the  top  20. 

Flying  747s,  and  only  747s  from 
North  America,  Qantas  features  one  of  the  youngest, 


lb  the  domestic  based  airlines  that  average  2-5  hour  routes,  the  South  Pacific  is  ati 
unusually  long  and  demanding  flight,  lb  Qantas,  it's  our  usual  hop. 


^     airlines  that  fly  to  the  South 


most  modern  fleets  in  the  sky  Which  also 
means  the  newest,  most  comfortable  seats. 

Qantas  also  offers  you  the  most  nonstop 
flights  to  the  most  locations  in  the  South  Pacific. 
And  you  don't  have  to  pass  up  frequent  flyer  miles, 
because  Qantas  is  a  member  of  the 
American  Airlines  .Advantage*  program.* 

Next  time  you're  traveling  to  the  South  Pacific,  for 
business  or  pleasure,  fiy  on  Qantas.  For  more  information, 
call  your  travel  agent  or  Qantas  directly 

When  it  comes  to  South  Pacific  service,  most  other  ^T^ 
airlines  have  a  long  way  to  go.      K^^Ju 


THE  SPIRIT  OF  AUSTRAUA 


I  In  the  U.S.  call  reservations  at  1-800-227-4500.  In  Vancouver:  684-8231. 
In  British  Columbia  and  Alberta;  1-800-663-3411.  The  remainder  of  Canada:  1-800-663-3423. 
*American  Airlines  reserves  the  right  to  change  the  AAdvantage  program  without  notice. 


Il 


Is  the  world  ribbing  toward  new  trade 
wars?  The  circumstantial  ei  idence  suggests 
it  is,  but  there  are  deeper  trends  at  work. 

Are  we  building 
new  Berlin  walls? 


By  Susan  Lee 


WORLDWIDE  FREE  TRADE.  That 
notion  used  to  stir  the  hearts 
of  pohticians  and  econo- 
mists; it  was  the  imprimatur  of  the 
enhghtcncd  view  on  world  affairs. 
Global  free  trade  meant  good-paying 
jobs  for  workers  in  Peoria  making 
tractors  for  export.   It   meant   these 


well-paid  workers  could  buy  the  best 
goods  the  world  had  to  offer  at  the 
lowest  prices.  Ditto  for  American 
farmers  who  could  sell  the  food  they 
efficiently  produced  to  the  less  effi- 
cient Europeans  and  lapanese  and 
could  take,  in  return,  gleaming  lapa- 
nese electronics  and  stylish  Italian 
clothing.  Indeed,  as  recently  as  four 
years  ago,  phrases  like  "regional  trade 


jagdisli  Bliagwati,  (Columbia  l'ni\'er,sin- 

Regionalism  is  a  club.  We  can  use  it  to  threaten  the  Europeans 

— if  they  make  us  regionally  minded,  it  will  hurt  them. 


blocs"  and  "bilateral  agreement" 
would  have  been  dismissed  as  drivel 
coming  from  the  left  wing  of  the 
Democratic  Party. 

Well,  for  those  of  you  who  think 
that  trade  blocs  and  bilateral  trade 
deals  are  something  from  the  bad  old 
days,  listen  up.  Enthusiasm  for  re- 
gionalism has  so  firmly  replaced  mul- 
tilateralism that,  when  the  Uruguay 
round  of  the  General  Agreement  on 
Tariffs  dk  Trade  wheezed  its  last  re- 
cently, there  wasn't  enough  interest 
to  reschedule  talks. 

The  media  is  full  of  speculation 
about  trade  wars  and  the  rebuilding  of 
tariff  barriers.  The  President  of  the 
U.S.  zips  down  to  Mexico  and  South 
America  to  chat  about  making  region- 
al trade  deals.  Even  warrior  free-trad-; 
ers  like  Golumbia  University  Profes- 
sor lagdish  Bhagwati  seem  resigned  to 
a  world  system  that  will  fall  short  of 
multilateral  free  trade:  "One  wishes 
to  do  without  regionalism,  but  it's  not 
that  dangerous.  I  wouldn't  lose  any 
sleep  over  it,"  he  says. 

Not  so  fast.  The  current  trade 
trends  are  inherently  dangerous. 

The  idea  of  regionalism  is  decep- 
tively neat.  The  world  will  consoli- 
date into  three  free  trade  blocs:  By 
1992  the  12  nations  of  the  European 
Community  will — they  hope — have 
knit  themselves  into  a  sort  of  United 
States  with  free  flow  of  goods  and 
services,  harmonious  tax  and  regula- 
tory policies.  With  a  need  to  protect 
its  inefficient  but  politically  -noisy 
farmers  and  its  weak  computer  and 
electronics  industries,  the  ec  will  be 
tempted  to  throw  up  new  tariff  or 
quota  walls  and  otherwise  give  prefer- 
ences to  locally  produced  products. 

Meanwhile,  the  U.S.,  building  on 
last  year's  free  trade  treaty  with  Cana- 
da, will  make  similar  agreements 
with  Mexico,  Chile,  Colombia,  Ecua- 
dor and  Bolivia  and,  quite  possibly, 
Brazil  and  Argentina — thereby  creat- 
ing an  American  bloc.  It,  too,  will 
begin,  perhaps  slowly  at  first,  giving 
preferences  to  goods  produced  within 
the  bloc  at  the  expense  of  stuff  from 
Europe  or  the  Far  East. 

The  third  bloc  will  encompass  the 
Pacific — lapan.  Hong  Kong,  Singa- 
pore, Taiwan,  South  Korea  and,  for 
what  it's  worth.  North  Korea. 

Those  taking  a  calm  view  of  the 
developing  trade  blocs  deny  regions 
might  Smoot-Hawley  each  other  to 
death.  They  argue  the  international- 
ization of  trade  and  direct  foreign  in- 
vestment by  multinational  corpora- 
tions make  such  an  event  unlikely. 

Don't  worry,  says  Robert  Lawrence 
of  the  Brookings  Institution:  "These 
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deals  will  enhance  multilateralism; 
once  the  commitment  to  market 
forces  has  been  made  at  the  regional 
level,  then  it  will  be  easier  to  move  on 
to  bigger  levels."  Bloc  dealing  with 
bloc,  he  thinks,  could  be  easier  than 
nation  dealing  with  nation:  Just  3 
seats  at  the  table  instead  of  the  100 
chairs  required  for  a  gatt  powwow. 

But  Lawrence  may  be  paying  insuf- 
ficient attention  to  the  Eurocrats  in 
Brussels  who,  while  working  furious- 
ly to  meet  the  eg  1992  deadline,  are 
not  laboring  to  dismantle  its  barriers 
to  external  competition — the  various 
quotas  on  agriculture,  cars,  textiles, 
footwear  and  electronics.  As  barriers 
to  full  integration  become  more  seri- 
ous, we  can  expect  the  Eurocrats  to 
offer  protection  for  local  industry  as  a 
sop  to  nationalistic  feelings:  You, 
France,  put  up  with  an  influx  of  Portu- 
guese workers  and  we'll  keep  your 
farmers  happy.  You,  Italy,  give  Ger- 
man cars  a  better  chance  to  compete 
against  your  Fiats  and  Germany  will 
absorb  more  workers  from  depressed 
southern  Italy. 

Nor  IS  the  U.S.  pure  on  protection- 
ism. It  is  politically  easy  for  President 
Bush  to  stump  around  South  America 
talking  about  a  trade  region  from 
Alaska  to  Argentina.  It  is  more  diffi- 
cult to  do  battle  with  the  protection- 
ists in  Congress  who  in  1989  extended 
quotas  on  steel  and  last  year  tried  to 
push  through  another  multifiber 
agreement  to  restrict  textile  imports. 

Regionalism  could,  in  other  words, 
degenerate  into  a  severe  spate  of  pro- 
tectionism. And  that's  not  an  aca- 
demic issue  for  the  U.S.,  where  ex- 
ports accounted  for  75%  of  manufac- 
turing growth  and  12%  of  gnp  in 
1989.  Indeed,  it's  a  critical  issue  in  an 
economy  slipping  into  recession. 
Without  open  world  markets,  U.S.  ex- 
porters won't  be  able  to  take  complete 
advantage  of  the  cheap  dollar,  and 
their  rising  exports  won't  moderate 
the  recession. 

Keep  this  in  mind:  Trade  is  equal  to 
almost  one-fifth  of  gross  world  prod- 
uct. If  the  current  recession  turns  out 
to  be  severe,  pressures  will  mount 
within  the  various  trading  blocs  to 
protect  local  jobs  against  imports.  Syl- 
via Ostry,  a  former  gatt  negotiator 
who  is  now  teaching  at  the  University 
of  Toronto,  says:  "What  if  we're  fac- 
ing a  giant  global  recession?  If  you  get 
a  crazy  quilt  of  bilateral  agreements, 
it  will  make  the  world  more  compli- 
cated and  impair  growth  because  it  is 
bound  to  create  uncertainty." 

Does  it  matter  if  international  trade 
is  crimped  slightly?  It  does  indeed. 
Trade  allows  countries  to  consume 


more  than  they  could  if  left  to  them- 
selves; whatever  the  temporary  dislo- 
cations, the  bottom  line  is  that  inter- 
national trade  raises  everybody's  stan- 
dard of  living.  By  permitting  countries 
to  specialize  in  producing  whatever 
they  are  most  efficient  at  and  ex- 
changing those  products  with  coun- 
tries that  are  also  producing  efficient- 
ly, trade  boosts  real  incomes  and  stan- 
dards of  living.  My  country's  sale 
abroad  of  its  laptop  computers  lets  me 
buy  more  of  your  country's  kumquats 
(which  my  country  doesn't  produce 
very  efficiently),  just  as  your  sale  of 
kumquats  lets  you  buy  more  of  my 
laptops  (which  your  country  doesn't 
produce  efficiently). 

Look  at  little  Chile:  After  suffering 
for  decades  under  a  policy  of  econom- 
ic self-sufficiency,  this  Latin  Ameri- 
can nation  has  performed  a  minor  eco- 
nomic miracle  by  reorienting  its  tiny 
economy  toward  free  trade.  Chile 
simply  decided:  We'll  produce  wine 
and  grapes  and  salmon  for  your  tables 
more  efficiently  than  you  can  produce 
them  yourselves;  you  pay  us  in  com- 
puters and  shoes  and  other  things  that 
you  can  produce  more  efficiently  than 
we  can.  The  net  result  was  a  big  gain 


for  the  Chilean  economy  and  a  better 
standard  of  living  for  the  nation's  de- 
pressed rural  poor. 

Trade  insures  efficiency,  too, 
through  the  brutal  system  of  competi- 
tion. Ask  the  many  firms  sheltered 
from  global  competition  in  the  1950s 
and  1960s.  They  grew  lazy  and  unable 
to  compete  in  the  world  of  the  1970s 
and  1980s:  Britain's  auto  industry,  the 
U.S.'  steel  industry,  Japan's  alumi- 
num industry. 

The  classic  problem  of  trading  blocs 
is  that  they  divert  trade  from  efficient 
nonmembers  to  less  efficient  mem- 
bers. During  the  formation  of  the  Eu- 
ropean Community,  for  example,  the 
customs  union  allowed  special  free 
entry  to  products  from  former  African 
colonies.  Thus  relatively  cheaper  Lat- 
in American  bananas  faced  a  tariff, 
making  them  more  expensive,  while 
relatively  expensive  African  bananas 
slipped  in  duty  free.  So  Europeans  pay 
more  for  bananas  and  poor  Latin 
American  countries  tighten  their 
belts — and  turn  to  the  U.S.  in  hope  of 
getting  preference  from  us  to  offset 
Europe's  discrimination.  Of  course, 
African  countries  benefit.  That  may 
make  political  sense,  but  it  makes  no 


John  Tuylor,  Council  ot  Economic  .-XcKiscrs 

There's  an  enormous  sense  of  frustration  with 

the  process  and  rules  of  GATT. 
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economic  sense. 

Trade  diversion  could  be  enormous. 
Each  of  the  envisioned  regional  trade 
blocs  has  an  enormous  stake  m  trade 
outside  its  area.  Outside-the-region 
trade  for  North  America  is  12%  of 
GNP,  13%  for  Western  Europe  and 
Asia;  these  are  big  numbers,  and  it  is 
in  everybody's  interest  to  see  those 
numbers  grov^  bigger. 

Regionalism  spawns  trade  frictions. 
You  discriminate  against  my  cars  and 
I'll  block  your  cognac;  ban  our  chick- 
ens and  we'll  tariff  your  winc;  put  a 
quota  on  my  textiles  and  I'll  buy  my 
computers  elsewhere.  The  potentials 
for  retaliation  and  counter-retaliation 
are  endless. 

Assuming  that  regional  trade  walls 
are  inevitable,  many  big 
corporations  have  decided 
to  jump  the  walls  even  be- 
fore they  are  built.  They 
are  building  plants  and  ac- 
quiring companies  within 
each  of  the  blocs.  Gary 
Becker  at  the  University 
of  Chicago  points  out, 
"There  will  be  various  in- 
efficiencies because  com- 
panies outside  of  the  blocs 
will  have  to  set  up  plants 
and  invest  capital  in  each 
bloc  to  gain  access  to  the 
market."  How  would  this 
work?  Badly.  To  gain  ac- 
cess, say,  to  the  Latin 
American  market  a  Euro- 
pean auto  company  might 
have  to  build  a  plant 
there,  where  low  volume 
would  make  it  a  high-cost 
producer. 

These  are  not  idle  possi- 
bilities. Intel,  the  U.S. 
maker  of  semiconductors, 
has  announced  plans  to 
build  in  Europe  in  part  be- 
cause it  was  concerned 
that  the  European  Community  will 
apply  tariffs  and  quotas  to  protect  lo- 
cal chipmakers.  Roger  Stone  put  his 
Stone  Container  Corp.  deeply  in  debt 
to  buy  Canada's  Consolidated  Bath- 
urst,  a  major  paper  producer  with 
large  holdings  in  Western  Europe.  He 
explained  that  he  did  so  to  protect 
Stone's  European  markets,  which 
might  turn  hostile  against  imports 
from  the  U.S. 

Michael  Aho  at  the  Council  on  For- 
eign Relations  says:  "Bilateral  trade 
agreements  could  eventually  frag- 
ment the  world  trading  system  and 
produce  the  same  disastrous  effects  as 
an  overt  policy  of  protectionism." 

Why  is  the  world  suddenly  aban- 
doning the  difficult  but  fruitful  trend 


toward  freer  trade? 

Part  of  the  reason  has  to  do  with  the 
changed  position  of  the  U.S.  in  the 
world.  After  World  War  II  the  U.S., 
with  the  only  nondevastated  industri- 
al economy,  was  eager  to  export.  Free 
trade  was  in  the  U.S.'  national  inter- 
est. So  U.S.  commitment  to  the  Gen- 
eral Agreement  on  Tariffs  &.  Trade 
served  us — and  the  world — very  well. 
Thanks  to  gatt,  world  trade  expand- 
ed faster  than  global  output  after 
1945.  Under  gatt,  tariffs  have  been 
cut  from  an  average  of  40%  in  1947  to 
less  than  5%  today,  and  consumers 
have  reaped  rich  rewards  in  the  form 
of  lower  prices  and  better  goods. 

Now,  of  course,  we  aren't  the  only 
ones  with  stuff  to  sell — Germany  and 


S\i\ia  Ostn'.  IniversiU'  of  Toronto 

One  of  the  dangers  of  regionalism  is  that : 

delinks  whole  portions  of  the  world. 


Japan  have  become  formidable  export 
machines.  Competition  is  fierce — and 
not  always  fair,  since  many  countries, 
Japan  in  particular  but  the  U.S.,  too, 
cheat  sometimes  on  free  trade.  It  is  no 
longer  as  clear  as  it  once  was  that  free 
trade  is  in  the  national  interest.  Ask 
any  autoworker. 

The  obvious  result  of  the  U.S.  loss 
of  hegemony  in  trade  is  the  appear- 
ance of  new  sorts  of  trade  protection, 
like  Voluntary  Export  Restraints,  an- 
tidumping regulations  and  counter- 
vailing duties.  During  the  1980s  the 
share  of  total  imports  into  the  U.S. 
subject  to  quotas  or  restraints  went 
from  9%  to  15%.  And  the  Omnibus 
Trade  &  Competitiveness  Act  of  1988 
strengthens  the  301  provision  allow- 


ing the  U.S.  to  mount  trade  retaliatior, 
on  a  unilateral  basis  rather  than  undei 
the  multilateral  approach  mandatec 
by  GATT.  While  griping  at  the  Japanese, 
and  the  Europeans  for  throwing  barri- 
ers to  free  trade,  we've  thrown  a  few 
of  our  own. 

The  U.S.'  large  and  persistent  trade 
deficit  with  Japan  also  sparked 
fright — especially  after  the  gap  could 
no  longer  be  blamed  on  an  overvalued 
dollar.  So,  certainly,  did  protectionist 
tendencies  in  Europe,  many  of  whose 
countries  have  openly  discriminated 
against  Japanese  exports.  If  Japan, 
why  not  Canada  and  the  U.S.? 

The  trade  deficit  caused  strong  pro- 
tectionist mutterings  in  Congress  and 
even  produced  a  protectionist  presi- 
dential candidate  in  Rep- 
resentative Richard  Gep- 
hardt (D-Mo.).  "It  was," 
says  Carla  Hills,  the  chief 
U.S.  trade  cop,  talking 
about  the  trade  deficit,  "a 
bad  backdrop  for  good 
trade  policy.  It  drove  Con- 
gress in  directions  that 
may  not  be  the  best  way 
to  deal  with  the  deficit." 
Obviously,  everyone 
has  grown  impatient  over 
the  cumbersome  process 
of  GATT — joke:  gatt 
stands  for  the  General 
Agreement  to  Talk  and 
Talk.  Talk  and  talk,  stall 
and  stall.  In  April  1988 
the  U.S.  brought. suit  at 
the  gatt  Secretariat  in 
Geneva  against  the  Euro- 
pean Community  over  the 
EC's  payment  of  internal 
subsidies  to  producers  of 
oil  seeds,  gatt  agreed 
with  the  U.S.  in  a  1989 
decision,  but  so  far  the  eg 
has  not  complied  with  its 
ruling. 

As  the  failure  of  the  Uruguay  round 
of  gatt  talks  so  vividly  demonstrates, 
agreements  are  difficult  to  negotiate. 
John  Taylor  of  the  Council  of  Eco- 
nomic Advisers  says,  "Multilateral 
trade  is  the  preferred  solution,  but  it's 
so  slow  to  come." 

Must   we   then   batten   down   the 
hatches  and  get  ready  for  a  trade  war? 
Maybe  not.  Powerful  counterforces 
are  at  work. 

Remember  this:  Regionalism  re- 
ceived its  main  impetus  from  politi- 
cal considerations.  The  driving  force 
behind  eg  '92  in  the  early  1980s  was 
European  fear  of  Soviet  military 
might  and  U.S.  economic  prowess. 
U.S.  anxiety  over  eg  '92,  in  turn,  set 
off  talk  about  an  Americas  bloc. 
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But  the  political  impetus  behind 
the  EC  has  been  dissipating  in  recent 
years.  The  Soviet  Union  is  a  basket 
case,  and  the  U.S.  is  a  diminished 
giant.  Meanwhile,  European  national- 
ism is  not  dead;  this  is  a  continent, 
after  all,  still  divided  by  language  and 
culture  and  centuries  of  history — a 
continent  where  Flemish  mobs  will 
still  beat  on  Walloon  mobs,  where 
Germans  still  possess  a  kind  of  na- 
tional superiority  complex.  The  ec 
has  a  long  way  to  go  before  it  is  a  U.S. 
"We  could  see  a  revival  of  the  pre- 
1919  world  with  Europe  as  a  collec- 
tion of  nation  states,"  says  Robert 
Mundell,  economics  professor  at  Co- 
lumbia University. 

If  Mundell  is  right,  Washington 
should  go  slow  on  regional  trade  and 
exercise  a  certain  amount  of  forbear- 
ance when  confronted  by  European 
provocations  on  agriculture. 

A  slowing  of  European  integration 
may  not  be  a  bad  thing  for  the 
world  and  for  Europe  itself  if  it  ends 
the  pressure  to  rush  toward  the  cre- 
ation of  trade  blocs  and  puts  world 
trade  back  on  the  path  that  has 
served  it  so  well  since  World  War  II: 
a  totally  free  interchange  of  goods 
among  nations  on  a  basis  of  eco- 
nomic advantage  rather  than  politi- 
cal expediency.  Mundell's  talk  of  a 
revival  of  nationalism  in  Europe 
may  be  good  news  rather  than  bad 
for  the  world.  ■ 


Robert  Mundell,  Columbia  liniversiu' 

The  very  idea  of  European  regionalism  is  partly  protectionist. 

It  will  use  politics  to  achieve  economic  goals. 


History  lesson 


W'  ill  the  EC  after  1992  become  Fortress  Europe,  with 
other  regional  blocs  eventually  building  their  own 
trade  rampkrts?  The  temptation  is  certainly  strong. 
Regional  trade  blocs  can  yield  improved  economics  of 
scale  and  dependable  markets  and  keep  out  cheaper 
goods  that  threaten  local  industries.  Ultimately,  how- 
ever, politics  wins  over  economics:  If  somebody  in  a 
trading  bloc  stands  to  lose  from  outside  competition, 
you  can  bet  they'll  do  everything  in  their  power  to  have 
protective  barriers  raised.  With  a  lot  of  their  prospective 
competition  frozen  out,  companies  and  industries  with- 
in the  regional  bloc  can  easily  become  complacent  and 
cartelistic. 

A  disturbing  analogy  can  be  made  with  the  British 
Commonwealth  trade  preference  agreements,  negotiat- 
ed at  the  Imperial  Economic  Conference  at  Ottawa  in 
1932.  Great  Britain  was  a  free  trader  for  nearly  a  century 
until  1932.  But  during  the  Great  Depression,  pressure 
from  domestic  heavy  industries  helped  to  bring  about 
the  imposition  of  a  10%  tariff  on  most  imported  goods. 
The  British  then  exempted  from  those  duties  other 
Commonwealth  countries  like  Canada  and  Australia, 
creating  a  Commonwealth  free  trade  bloc.  This  gave  a 
reprieve  to  the  fraying  ties  holding  together  the  old 
British  empire. 


This  pull-in-the-drawbridge  strategy  helped  revive 
economic  activity  both  in  the  mother  country  and  in 
the  old  colonics  and  possessions,  but  it  did  so  at  the 
expense  of  Britain's  other  trading  partners.  New  Zea- 
land cut  into  Denmark's  butter  and  cheese  sales  to 
Britain;  Australia  cut  into  Argentina's  sales  of  beef  and 
wheat.  India  took  Britain's  otherwise  uncompetitive 
textiles.  The  colonies  and  possessions  in  return  took 
British  cars,  steel  and  telecommunications  equipment 
to  the  exclusion  of  sometimes  superior  and  cheaper 
goods  available  elsewhere. 

In  short,  the  Ottawa  agreement  beggared  some  of 
Britain's  neighbors.  Worse,  for  Britain,  says  economist 
Barry  Eichengreen  of  the  University  of  California  at 
Berkeley,  the  trade  bloc  "locked  Britain  into  old  indus- 
tries like  iron,  steel  and  textiles,  where  the  economy 
would  have  been  better  off  after  World  War  II  with  more 
stimulus  to  shift  into  growth  sectors  like  autos  and 
electronics." 

So  here  was  a  politically  useful  deal  that  in  the  long 
run  hurt  both  outsiders  and  insiders.  It  helped  hasten 
Britain's  industrial  decline,  while  saddling  the  Com- 
monwealth nations  with  high-priced,  often  inferior 
goods.  Regional  trade  blocs?  Politically  convenient, 
economically  dangerous. — David  Stix 
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What  does  Compaq  give  386  users 
w^io  expect  the  moon? 


Giving  demanding  users 

the  best  PC  possible  is  a 

tradition  at  Compaq. 

A  tradition  we  upheld 

\Nhen  we  introduced  the 

world's  first  PCs  based 

on  Intel's  386  and  386SX 

microprocessors.  And  a 

tradition  that  continues  in 

our  comprehensive  line  of 

desktop  PCs. 

Within  this  line  you'll  find  six  different  levels  of 

386  performance  and  affordability.  And  a  PC  designed 

to  give  you  the  perfect  balance  of  features  and  power. 

You'll  find  the  reliability  and  compatibility  you've 

come  to  expect  from  Compaq.  Plus  the  flexibility  to 

choose  from  a  wide  array  of  optional  features. 

You'll  also  find  an  Authorized  COMPAQ  Computer 

Dealer,  who's  trained  to  match  the  right  peripherals 

and  software  with  the  right  PC.  And  to  tailor  a  solution 

to  your  exact  needs.  All  at  prices  that  are  more 
competitive  than  ever. 

Come  look  at  the  COMPAQ 
DESKPRO  386N  Personal  Computer, 
for  example.  It's  a  full-function  PC 


with  breakthrough 
features  for  networked 
environments.  As  a 
stand-alone  PC,  its 
16-MHz  386SX 
microprocessor 
handles  all  of  the 
general  business 
applications  our 
other  386SX-based  PCs 
run.  With  so  many  integrated  features,  you  can  take  care 
of  your  expansion  needs  using  only  two  slots. 

And  it  comes  with  a  host  of  unique  network 
features  like  multilevel  security,  making  it  the  best 
full-function  PC  for  connected  environments.  All  of 
this  fits  neatly  into  a  space-saving  design. 

The  COMPAQ  DESKPRO  386s 
Personal  Computer  is  also  designed 
to  handle  general  business 
applications.  Its  16-MHz  386SX 
microprocessor  gives  you  exceptional  386 
performance.  And  its  32-bit  architecture  lets  you 
run  today's  popular  business  software,  it  also 
offers  the  flexibility  to  run  tomorrow's  advanced 
business  software. 


'  UF,SKPRO.  Regislered  US  Palent  and  Trademark  0((ice.  Product  names  menlioned  herein  may  be  trademarks  and/or  registered  trademarks  of  other  companies,  OI990  Compaq  Computer  Corporation.  All  nghls  reserved. 


The 
stars. 


Project 
managers 
and  other 
general 
business 

users  will  find  everything  they  need 
to  manage  databases  and  speed  through  complex 
spreadsheets  in  the  COMPAQ 
DESKPRO386S/20  Personal 
Computer  It  delivers  the  maximum 
in  20-MHz  386SX  performance  and 
a  broad  range  of  integrated  features. 

The  COMPAQ  DESKPRO  386/20e  Personal 
Computer  is  for  experienced  users.  It's  perfect  for 
demanding  applications  like  presentation  graphics. 
And  it's  loaded  with  high- 
performance  features  like  an 
advanced  cache  architecture. 
So  it  runs  up  to  50%  faster  than 
other  20-MHz,  non-cached  386-based  PCs. 

For  users  doing  similar  jobs,  but  with  more 
stringent  performance  needs,  we  offer  the  COMPAQ 
DESKPRO  386/25e  Personal  Computer.  Its  25-MHz 
32-bit  performance  lets  you  fly  throu'gh  financial 
analysis  as  well  as  other  demanding  applications. 


It's  the  perfect 
personal 
computer  for 
people  who 
are  serious 
number  crunchers,  administrators 
who  manage  massive  loads  of 
information  and  engineers  who 
work  on  generating  complex  two- 
dimensional  CAD  drawings. 

At  the  most  demanding  level  of  386  computing  are 
the  power  users  who  do  graphic-intensive  applications 
like  3-D  CAD  drawings  and  other  performance- 
intensive  applications.  These  people  need  the  kind  of 
high  performance  that  the  COMPAQ  DESKPRO  386/33L 
Personal  Computer  delivers.  It 
combines  the  fastest  386  chip 
with  high-performance  innovations. 
And  it  lets  you  easily  upgrade  to  the 
power  and  performance  of  a  486  chip. 

If  you're  looking  for  the  386  desktop  PC  that  simply 
works  better  for  whatever  you  do,  call  1-800-231-0900, 
Operator  129.  In  Canada,  call  1-800-263-5868,  Operator  129. 


comPAa 


It  simply  works  better. 


ANNU 

AMERICA 


UR  43rd  Annual  Report 
on   American   Industry 


0  comes  at  a  time  when  the  news  on  the  domestic 
front  can  only  be  described  as  sobering — espe- 
cially for  those  companies  reeling  with  hang- 
overs from  the  junk  bond  era.  Corporate  defaults  are  at  an 
alltime  high,  consumer  confidence  is  at  its  lowest  point 
since  the  economy  emerged  from  the  1982  recession,  and 
Saddam  Hussein  is  yet  to  be  dealt  with  successfully. 

So  wherc's  the  silver  lining?  As  the  companies  profiled 
on  the  pages  that  follow  clearly  demonstrate,  it  is  in 
overseas  operations  and  exports.  Despite  all  the 
chatter  and  jabber  about  lost  competitive- 
ness,  U.S.   exports  of   manufactured 
goods  totaled  $287  billion  in  1989 
a  70%   increase  since   1985,  ac- 
cording to  the  National  Associ- 
ation of  Manufacturers.  In  the 
first  half  of  1990  increased  ex- 
ports accounted  for  80%  of 
what  slight  growth  the  U.S. 
economy  managed.  That's 
up  from  just  14%  in  1986. 

If  this  trend  is  to  contin- 
ue, of  course,  world  export 
markets  must  remain  open. 
Even  that  was  in  question  as 
1991   began,   what  with  the 
collapse  of  the  gatt  talks  (see 
cover  stoiy,  p.  86). 

One  striking  example  of  the 
growing    importance    of    foreign 
markets  to  U.S.  companies:   Fluor 
Corp.,  a  leading  engineering  and  con- 
struction firm.  At  home,  construction  is 
facing  tough  times,   as   total  new   contracts 
dropped  an  estimated  9%  in  1990.  Fluor,  however,  saw 
its  earnings  grow  35%  last  year,  to  $147  million — the 
fruits  of  an  aggressive  overseas  expansion  led  by  Vice 
Chairman  Leslie  McCraw. 

Although  export  growth  slowed  in  the  wake  of  the  Gulf 
crisis,  the  slowdown  may  be  short-lived.  National  Associa- 
tion of  Manufacturers  economist  Gordon  Richards  expects 
a  new  boom  in  exports  to  kick  in  around  the  second 
quarter  of  1991.  The  table  on  page  94  lists  our  editors' 
choice  of  the  company  in  each  industry  with  the  best 
prospects  overseas. 

On  the  domestic  front,  there's  cause  for  concern.  Corpo- 


By  Graham  Button 


rate  America  is  having  trouble  pa^ 
ing  off  the  debts  it  piled  up  in  th 


1980s.  Through  the  11  months  ended  in  November, 
nonfinancial  U.S.  companies  defaulted  on  $12.8  billion  c 
publicly  issued  s&.i'-rated  debt.  That  was  more  than  in  an 
previous  year  and  over  three  times  larger  than  the  yeai 
earlier  total.  Merrill  Lynch  economist  Robert  Schwart 
reports  that  in  the  third  quarter  of  last  year  interest  pay 
ments  of  nonfinancial  corporations  rose  to  28%  of  cas 
flow — a  postwar  record 

Retailing  and  service-related  industries  are  the  mos 

overextended  right  now.  In  1990  alone  the  re  £2 

tailing  group  defaulted  on  approximate!' 

$4  billion  of  debt — over  one-third  o 

the  year's  total  corporate  defaults 

according  to   Salomon  Brothers 

The  bulk  of  the  retailers'  bac 

credits  are  from  four  deals  tha 

went  rotten:  Allied  and  Fed 

erated    stores,     Revco    anc 

Southland. 

The  boom  of  the  1980 
was  fueled,  in  part,  by  the 
jobs  created  by  the  service 
sector.  From  1978  to  1988, 
employment  in  that  sectoi 
had  almost  doubled  to  25 
million.  But  it  now  seems  too 
many  jobs  were  created  there 
Stephen  Roach,  of  Morgan  Stan- 
ley, notes  that  nonmanufacturing 
productivity    dropped    2.5%    over 
the  first  three  quarters  of  last  year,, 
compared  with   the   same   period   in 
1989.  That  is  in  stark  contrast  to  the 
slighter  declines  at  comparable  intervals  of  past 
business  cycles.  The  overhead  built  up  during  the  fat 
years  is  being  slashed  as  layoffs  sweep  through  banking, 
insurance,  advertising  and  brokerage  firms.  But  the  cost 
savings  will  take  time  to  work  to  the  bottom  line,  and  in 
the  meantime  the  lost  jobs  will  hurt  consumer  spending. 
Roach  says  the  current  downturn  could  well  become 
"America's  first  white-collar  recession." 

The  textbook  definition  for  a  recession — two  consecu 
tive  quarters  of  declining  gross  national  product — has  yet! 
to  be  satisfied.  But  the  end  of  easy  money  and  the  percep- 
tion of  hard  times  ahead  has  already  caused  a  big  recession 
in  capital  values.  Examples: 


Gi, 


1  h\  Andrew  i  In 


92 


FORBES,  lANUARY  7,  1991 


EPORTON 

NDUSTRT 


The  most  profitable  of  the  giants 

Who  were  the  big  winners  over  the  last  half-decade? 
Apparel,  drug,  food  and  software  companies.  These  25 
corporations — all  with  revenues  over  $1  billion — are 
standouts.  Each  has  a  5-year  average  return  on  equity  of 
at  least  22%  and  a  12-month  return  on  equity  of  at  least 

20%.  All  had  long-term  returns  on  equity  higher  than 
the  median  company  in  their  industry  group  and  higher 
than  our  all-industry  median  figure  of  14.6%.  To  be 
listed  below,  a  firm  also  had  to  pass  other  screens  for 
net  income,  earnings  growth  and  leverage. 

Company 

Earnings  per  share 

— Return  on  equity —      — growth  rate — 

5-year         latest          5-year         latest          latest           1991 
Chief  executive           average       12  mos       average       12  mos       12  mos          est" 

Industry 

Page 

Microsoft 

William  H  Gates  111      .SO. 4%         39.5%         56.7% 

60.9%         $2,62          $3,12 

computers  ik  communications 

118 

Reebok  Intl 

Paul  B  Fireman              45.1             20.2             26.8 

16.3               150            1.74 

consumer  nondurables 

138 

Merck 

P  Roy  Vagelos               44.6            48.9             29.5 

20.2              4.35            5.34 

health 

172 

Liz  Claiborne 

lerome  A  Chazen          40.2            31.4             28.0 

27.5              2.18            2.61 

consumer  nondurables 

138 

Wal-Mart  Stores 

David  D  Glass               36  0            29.7             ,13.3 

27.6                1.04             1,43 

retailing 

184 

Marion  Merrell  Dow 

loseph  G  Temple  )r      35.8            42.5             20.7 

88.8                1.51              1.97 

health 

172 

Limited 

Leslie  HWexnet           35.4            30.3             26.5 

20.1               1.05            1.32 

retailing 

184 

Abbott  Laboratories 

Duane  L  Burnham        .34.4            34.7             18.6 

15.7              2.14            2.57 

healtb 

172 

Gap 

Donald  G  Fisher           32.8            35.9             44.8 

27.8                1.73             2.13 

retailing 

184 

,      Food  Lion 

Tom  E  Smith                 32.0            ,30,5             30,5 

27.5              0.51            0.67 

retailing 

184 

Deluxe 

Harold  V  Haverty         30,8            26,6             12,3 

12,''.               1,97            2,30 

business  services  &  supplies 

100 

CPC  International 

Charles  R  Shoemate     26,8            25,7             22  7 

13,9               4,68             5,48 

food,  drink  &  tobacco 

164 

NIKE 

Philip  H  Knight            26,8            39,1             47,2 

42,3              3,52            4,45 

consumer  nondurables 

138 

Walt  Disney 

Michael  D  Eisner          26,4            26,7             41,8 

17,6              6,00            8,19 

entertainment  &  information 

154 

HJ  Heinz 

Anthony  1  F  O'Reilly    25,8            27,1              14,5 

13,9               1,97            2,38 

food,  drink  ik  tobacco 

164 

Torchmark 

Ronald  K  Richey           25,1             28.8             17.1 

19,3              4,33            4,92 

insurance 

176 

Home  Depot 

Bernard  Marcus             25.0            27.5             53.9 

45,4               1,26            1,69 

retailing 

184 

H&R  Block 

Henry  WBloch              24.9            25.4             14.7 

19,9              2,29            2,97 

financial  services 

156 

Eli  Lilly 

Richard  D  Wood           24.8            26.9             13.4 

21,6              3.74            4.69 

health 

172 

Waste  Management 

Dean  L  Buntrock          24.2            23.7             27.3 

20.9                1.42             1.79 

business  services  &  supplies 

100 

Tyco  Laboratories 

[ohn  F  Fort                     24.2            23.0             22.8 

25.4              3.01            3.89 

materials 

180 

Schering-Plough 

Robert  P  Luciano          23.9            27.9             20.1 

19.6              2.41            2.96 

health 

172 

Gt  Lakes  Chemical 

Emerson  Kampen          23.1             23.0             30.9 

13.5              3.87            4.42 

chemicals 

112 

Rubbermaid 

Stanley  C  Gault            22.9            21.8             18.4 

17,2               1,77            2,09 

consumer  durables 

130 

Albertson's 

Warren  E  McCain         22.7            23.8             20.7 

17,4               1,65            1,99 

retailing 

184 

*Figure.s  supplied  by. 

Institutional  Brol.ers  Estimate  Swstcm,  a  senice  of  Lvnth., 

ones  (S:  Kyan.  \ia  Lotus  One  Source 
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American  stars  abroad 


To  find  out  how  each  of  these  corporations  beat  its 
competitors  overseas,  see  their  respective  industry 
survey  report  on  the  pages  cited  below. 


Industry 


Company 


Page 


Aerospace  &  defense 


Litton  Industries 


Business  services  &  supplies      Minn  Mining  &.  Mfg 


100 


Capital  goods 


General  Electric 


108 


Chemicals 


Great  Lakes  Chemical 


,12 


Computers  &  communicationsCompaq  Computer 


118 


Construction 


Fluor 


126 


Consumer  durables 


General  Motors 


130 


Consumer  nondurables 


Procter  &.  Gamble 


138 


Energy 


Exxon 


148 


Entertainment  &  information    Time  Warner 


154 


Financial  services 


American  Express  Intl 


156 


Food,  drink  &  tobacco 


Kellogg 


164 


Forest  products 


Crown  Cork  &.  Seal 


170 


Health 


Bnstol-Myers  Squibb 


Insurance 


Chubb 


176 


Materials 


Magma  Copper 


180 


Retailing 


Woolworth 


184 


Transport 


Airborne  Freight 


188 


Travel 


AMR 


190 


The  Electric  utilities  are  noi  included  abine  as  ihe\  do  not  have  a  foreign 
presence.  They  are  sui"\e\ed  on  page  l42. 


McCaw  Cellular,  a  Wall  Street  darling  of  the  1980s,  has 
seen  its  market  capitalization  cut  by  more  than  50%  since 
this  time  last  year.  At  the  market's  peak,  McCaw  paid 
around  $350  per  potential  customer,  or  "pop,"  for  cellular 
properties  in  premium  New  York  and  Los  Angeles  mar- 
kets. In  the  last  significant  cellular  deal.  Southwestern 
Bell  in  October  agreed  to  pay  Crowley  Cellular  just  $165 
per  pop  for  its  properties  in  Illinois. 

The  price  tag  for  Donald  Trump's  1989  purchase  of  the 
Eastern  Air  Lines  shuttle  was  $365  million.  In  addition. 


h 


r; 


[Kil 


m 


Trump  spent  $35  million  sprucing  it  up.  The  carrier  is  no\ 
rumored  to  be  on  the  block,  and  analysts  say  Trump  woul( 
be  lucky  if  it  brings  $250  million. 

Remember  when  William  Farley  acquired  West  Point  'fj 
Pcpperell  in  early  1989  and  figured  its  Cluett,  Peabod 
clothing  unit  would  bring  around  $700  million?  In  March 
with  Farley  under  pressure  to  reduce  debt,  Bidermann  S.A 
of  France  bought  Cluett  for  $410  millon. 

In  another  sign  of  tough  times,  cm.  Ford  and  Chrysle 
have  all  been  slashing  production  in  response  to  slacl 
demand.  All  three  are  expected  to  report  operating  losse. 
for  the  fourth  quarter.  This  would  be  the  first  time  sinc( 
late  1981  that  the  big  three  have  simultaneously  postec 
losses. 

Relative  to  past  slowdowns,  however,  bloated  inven 
tories  aren't  a  problem  for  automakers  and  other  producer) 
of  consumer  durables.  The  Commerce  Department  report! 
that  the  ratio  of  inventories  to  sales  is  near  an  alltime  low 
Thanks  to  computerized  just-in-time  inventory  contro 
systems,  U.S.  manufacturers  have  a  far  better  handle  or 
inventories  than  they  did  a  decade  ago. 

Our  industry  reports,  which  begin  on  page  96,  make  ii 
clear  that  the  economic  slowdown — though  it  became 
obvious  only  in  October — will  be  clearly  reflected  in  th( 
1990  results.  Latest  median  12-month  return  on  equity  foi 
the  1,150  (not  including  biotechnology)  companies  coV' 
ered  fell  from  14.4%  to  12.1%.  Yet  not  every  company  is 
the  same.  Our  report  is  an  account  of  how  companies  are 
coping  with  volatile  energy  prices,  new  environmenta 
regulation  and  changing  markets.  Or  not  coping. 

This  year's  total  of  1,177  companies  covered  is  up  from 
1,150  one  year  ago.  Corporations  are  ranked  against  theii 
immediate  competitors,  firms  in  related  industry  groups 
and  against  all  other  companies.  Our  universe  of  corpora 
tions  is  ranked  on  profitability  (page  224)  and  growth  (page! 
194),  while  our  stock  market  analysis  starts  on  page  204. 
Rules  and  other  explanations  appear  on  page  95. 

The  table  on  page  93  lists  America's  25  most  profitable 
big  companies — all  billion-dollar  outfits  that  have  main- 
tained long-term  profitability  and  growth  rates  more  typi 
cal  of  dynamic  startups  than  major  corporations. 

And  the  top  25  aren't  entirely  alone.  In  this  issue  we  are 
spotlighting  other  stars:  At  the  top  of  each  industry  report 
we  list  the  corporations  in  each  group  with  the  best  five- 
year  profitability  and  growth  rates.  The  best  of  these  are 
not  rendered  complacent  by  their  success  but  energized  by 
it.  They  are  showing  the  world  that  obituaries  for  Ameri 
can  competitiveness  are  decidedly  premature.  ■ 


I 


111 
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HOW  WE  CALCULATE  THE  RESULTS 


Company 


Profitalulity 


Return  on  equity 


5-year 
average 

% 


latest 

12 

mos 

/o 


Return 

on 
capital 
latest 
12  mos 

% 


Debt/ 
capital 

/o 


Growth 


Sales 


Sales 


5-year 
average 

/o 


latest 

12 

mos 

% 


Earnings  per  share 


5-year 
average 

% 


latest 

12 

mos 

% 


latest 

12 
mos 

$mil 


Net 
income 


latest 

12 

mos 

$mil 


Profit 
margin 


latest 

12 

mos 

% 


Profitability 


We  calculate  return  on  equity  by  taking  primary  earnings 
per  share  and  dividing  it  by  common  shareholders'  equity 
per  share  at  the  start  of  the  fiscal  year.  In  calculating 
;ommon  equity,  Forbes  assumes  the  conversion  of  all 
convertible  preferred  stock.  We  subtract  the  liquidation 
value  of  nonconvertible  preferred  shares  from  total  stock- 
Tiolders'  equity.  In  calculating  earnings  per  share,  we  in- 
clude gains  or  losses  from  discontinued  operations  but 
exclude  extraordinary  items. 

The  five-year  average  return  on  equity  is  calculated  with 
a  modified  version  of  the  sum-of-the-years  digits  method. 
This  technique  gives  greater  weight  to  most-recent  re- 
sults. For  years  in  which  a  firm  lost  money  but  still  had 
positive  equity,  we  calculate  the  percentage  lost  on  equity 
and  factor  this  result  into  our  equation.  Companies  were 
penalized  for  years  in  which  they  had  a  negative  equity. 
Note:  In  calculating  long-term  results,  if  a  company  shows 
a  return  on  equity  over  100%  in  a  given  year,  our  comput- 
ers automatically  scaled  back  this  value  to  100%. 

For  return  on  capital,  we  divide  aftertax  profits,  the 
amount  remaining  if  the  interest  paid  on  long-term  debt 
was  taxed,  and  minority  interest  by  a  firm's  total  capital- 
ization. Except  for  electric  utilities,  most  firms  do  not 
report  interest  expense  on  long-term  debt.  In  such  cases 
Forbes  estimates  this  figure  for  the  latest  12-month  re- 
porting period.'  We  assume  a  34%  corporate  tax  rate  to 
compute  the  tax  break  derived  from  the  interest  expense. 
Total  capitalization  is  defined  as  long-term  debt,  common 
and  preferred  equity,  deferred  taxes,  investment  tax  credits 
and  minority  interest  in  consolidated  subsidiaries. 


Growth  rates 


We  used  the  least-squares  method  to  calculate  sales  and 
earnings  growth  rates.  This  equation  adjusts  for  sharp 
fluctuations  and  comes  up  with  a  result  that  closely  re- 
flects the  average  rate  of  growth.  Example:  During  a  four- 
year  period,  a  firm's  earnings  go  from  50  cents  to  $1.25, 
then  to  $2.50  and  finally  to  $2.75  in  the  last  year.  That's  a 
150%  jump  from  the  first  year  to  the  second  year,  a  100% 
increase  in  the  third  and  a  10%  rise  in  the  fourth  year. 
Least-squares  says  that  on  average,  earnings  grew  by 
78.7%  (0.50  X  1.787  x  1.787  x  1.787).  If  you  work  out  the 
math,  you  will  get  $2.85  rather  than  $2.75  in  the  final  year. 
That's  because  the  regression  formula  finds  an  answer  that 
best  fits  the  year-to-year  change  for  all  four  years,  not  just 
between  the  first  and  last  years. 

There  are  limitations  to  the  least-squares  equation.  It 
caimot  handle  negative  values.  If  earnings  are  negative  at 


the  start  of  the  period,  Forbes  calculates  the  growth  rate 
for  a  shorter  length  of  time,  beginning  with  the  first 
positive  year.  Of  course,  some  companies  lost  money 
during  the  middle  of  the  measuring  period.  In  such  cases 
we  dropped  the  year  from  our  calculation  and  measured 
the  growth  rate  over  the  remaining  positive  periods.  Our 
assumption:  the  brief  losses  were  not  representative  of 
long-term  performance.  However,  if  the  company  lost 
money  in  more  than  one  year,  a  five-year  growth  rate  is  not 
calculated  and  the  result  is  listed  as  not  meaningful  (nm). 
Some  growth  rates  do  not  make  sense.  When  earnings  go 
from  $2.50  in  the  first  year  to  1  cent  in  the  second  year, 
$4.50  the  third  year  and  25  cents  in  the  fourth  year,  the 
resulting  growth  rate,  -1.7%,  does  a  miserable  job  of 
describing  the  year-to-year  changes.  Our  computers 
marked  such  wildly  fluctuating  earnings  patterns  as  not 
meaningful. 


Time  periods 


The  five-year  growth  rates  shown  in  this  issue  for  both 
sales  and  profits  require  six  years'  worth  of  data.  For 
companies  with  fiscal  years  ending  in  April  through  De- 
cember, growth  rates  arc  based  on  the  fiscal  years  through 
1989.  For  companies  with  fiscal  years  ending  in  January 
through  March,  the  fiscal  years  through  1990  arc  used.  All 
growth  rates  covering  a  period  of  less  than  five  years  are 
footnoted.  When  the  range  of  available  data  is  less  than 
four  years,  the  growth  rate  is  marked  na  (not  available). 

Latest  12-month  comparisons  are  between  the  most 
recent  four  quarters  and  the  same  four  quarters  in  the 
previous  year.  Sales,  net  income  and  profit  margin  are 
measured  over  the  latest  12  months.  Debt  as  a  percentage 
of  total  capital  is  based  on  the  latest  balance  sheet. 


Definitions 


Forbes  defines  sales  as  net  sales  plus  other  operating 
revenue.  For  banks,  sales  is  total  interest  income  plus 
other  income.  Insurance  company  sales  include  income 
from  premiums  earned  as  well  as  net  investment  income 
and  other  income.  Debt  as  a  percentage  of  capital  is  de- 
fined as  long-term  debt,  including  capitalized  leases,  divid- 
ed by  total  capitalization. 

The  medians  for  all  companies  are  calculated  by  listing 
the  companies  in  rank  order  and  selecting  the  value  of  the 
middle  company.  If  there  is  an  even  number  of  companies, 
the  median  is  arrived  at  by  averaging  the  data  on  the  two 
middle  firms.  The  all-industry  median  is  based  on  the 
median  of  the  20  individual  industry  medians.  All  compa- 
nies except  those  marked  na  are  ranked  in  calculating  the 
industry  median. 
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AEROSPACE  &  DEFENSE 


kp 


RETURN  ON  EQUITT 


MARTIN  MARIETTA 


FAIRCHILO 


29.9. 


36.2 


The  record  demand  for  airline^  "'^ 
.will  no  longer  he  able  to  mask  tl 
cuts  in  defense  spending. 


< 
tt 

■^  11.3 

2 

EARNINGS  PER  SHARE   M 

mm^ 

> 

6.9lr-ff-' 

> 

and  nearly  double  the  1988  level.  The  world's  largest  pass 

I  FAIRCHILD 

82.4 

T      Hi   Al;L4nDv9THlr  MEDIANS 

„ 

ups 

By  Howard  Banks 

^. 

gcr  jet  manufacturer  also  launched  its  new  widebody      h- 

The  worldwide  ordering  boom 

:or  commercial  airliners 

airliner  during  the  year  with  a  firm  order  for  40  aircraft  fr 

continued  during   1990, 

taking  even  insiders  like 

Boeing 

United  Airlines. 

— 

Chairman  Frank  Shrontz  by  surprise 

.  Boeing's  civil  ba 

cklog  is 

McDonnell  Douglas  has  benefited,  too,  with  a  doubling 

I 

now  an  astonishing  $103  billion,  up 

from  $85  billion 

in  1989 

its  airliner  backlog  to  around  $50  billion.  Last  Decembe 

Aerospace 
&  defense 

ProfitabUity 

Growth 

Sales 

Net 
income 

Prof 
marg 

Return  on 

equity 

Sales 

Earnings  per  share 

Return  on 

latest 

capital 

latest 

latest 

latest 

latest 

latest 

Ull 

5-year 

12 

latest 

Debt/ 

5-year             12 

5-year             12 

12 

12 

12 

bi 

average 

mos 

12  mos 

capital 

average          mos 

average          mos 

mos 

mos 

mos 

m 

Company 

% 

% 

% 

% 

%                % 

%                % 

$mil 

Smil 

% 

m 

Teledyne 

60.9a 

24.1 

13.9 

48.1 

0.8            -4.9 

9.0a          -38  1 

3,449 

107 

3.1 

iili 

Martin  Marietta 

29.9 

25.3 

15.7 

20.3 

8.4              8.5 

11.3a            38.7 

6,191 

344 

5.6 

Raytheon 

24.2 

22.7 

22.4 

1.6 

8.0              3.4 

21.1               6.9 

9,056 

551 

6.1 

Precision  Castparts 

23.0 

12.9 

11.3 

8.7 

27.3             10.8 

29.4                0.0 

495 

30 

6.0 

Rockwell  Intl 

22.1 

16.1 

12.5 

9.4 

4.7            -1.1 

12.7            -10.8 

12,379 

624 

5.0 

Cat 

Fairchild 

21.8 

11.2 

8.5 

71.7 

36.2            33.6 

82.4            -15.1 

666 

14 

2.1 

m 

General  Electric 

19.0 

20.5 

12.7 

41.8 

12.7              6.4 

11.3              13.4 

57,361 

4,237  ' 

7.4 

p\ 

Lockheed 

18.7 

4.9 

4.6 

36.8 

4.1               1.8 

15.0            -^4.1 

10,021 

127 

1.3 

General  Dynamics 

18.5 

1.6 

2.4 

27.3 

5.2              2.6 

-3.2            -85.3 

10,210 

35 

0.3 

lUllii 

Loral 

18.2 

13.9 

10.3 

39.0 

22.6            21.9 

13.4              -5.1 

1,421 

80 

5.6 

!o^ 

Sequa 

18.0 

8.5 

6.5 

54.6 

22.7             19.8 

NM              -9.6 

2,200 

57 

2.6 

cb 

TRW 

17.4 

13.0 

8.9 

31.6 

4.6             12.5 

6.0b         -10.3 

8,022 

230 

2.9 

ton 

E-Systems 

16.8 

14.7 

12.8 

14.6 

14.8             11.9 

8.3                3.1 

1,769 

83 

4.7 

kit 
iitl 

AARCorp 

15.1 

U.2 

10.9 

23.8 

17.7              6.4 

28.1              -1.2 

452 

26 

5.7 

GenCorp 

15.0 

18.0 

10.6 

68.5 

-10.2            -7.0 

43.7           -88.5 

1,801 

29 

1.6 

Thiokol 

14.5 

17.2 

10.2 

34.9 

8.7              4.4 

-7.1            143.6 

1,206 

44 

3.7 

\ 

Litton  Industries 

14.1 

13.3 

8.9 

41.9 

1.7              3.2 

NM                2.8 

5,170 

175 

3.4 

ftp 

Allied-Signal 

13.3 

14.1 

10.9 

30.9 

3.7              3.1 

NM              -4.3 

12,258 

470 

3.8 

tp 

Textron 

13.0 

10.7 

7.5 

69.9 

23.6              6.3 

10.6                4.3 

7,797 

282 

3.6 

tk 

Kaman 

12.7 

10.7 

8.3 

39.1 

9.4              3.6 

-7.6            137.8 

817 

20 

2.4 

United  Technologies 

12.6 

14.6 

12.2 

20.9 

4.5              7.5 

9.5              18.7 

21,007 

766 

3.7 

Kn 

Boeing 

12.5 

18.7 

17.4 

4.0 

12.0            25.3 

-3.2              48.1 

25,427 

1,144 

4.5 

Rohr  kidustries 

11.2 

3.8 

5,1 

51.2 

11.9             10.5 

-8.7              11.1 

1,165 

16 

1.4 

to 

Hexcel 

9.8 

0.3 

2.2 

43.8 

18.2               1.2 

NM            -96.9 

420 

0 

0.1 

tk 
li 

Sundstrand 

8.6 

19.4 

12.4 

23.5 

7.4               1.3 

NM              68.7 

1,599 

111 

7.0 

UNC 

8.6 

del 

2.8 

58.2 

7.3          -15.2 

NA              P-D 

385 

-2 

def 

\ 

SPS  Technologies 

8.4 

0.6 

2.1 

32.8 

11.0            -1.2 

6.7            -94.4 

427 

1 

0.3 

McDonnell  Douglas 

8.2 

11.1 

8.6 

46.4 

8.8              9.1 

-24.8            192.4 

16,420 

367 

2.2 

ill 

Grumman 

8.0 

9.7 

8.1 

48.8 

5.7               1.8 

-9.1                9.5 

3,735 

84 

2.2 

w 

Talley  Industries 

6.8 

5.4 

5.2 

59.3 

5.1              2.6 

7.2            -68.1 

392 

8 

2.1 

« 

GM  Hughes  Electronics 

3.4a 

2.0 

8.9 

3.0 

5.4               1.7 

10.7              -6.3 

11,485 

713 

6.2 

tio 

Northrop 

1.1 

15.3 

11.3 

34.0 

6.6            -6.3 

NM              DP 

5,294 

134 

2.5 

Wyman-Gordon 

0.5 

del 

0.6 

22.3 

-5.0             15.7 

NM              D-D 

392 

-1 

def 

ESCO  Electronics 

NA 

0.7 

1.6 

3.5 

5.2a        -10.2 

NA            -73.1 

538 

3 

0.6 

la 

Industry  medians 

14.1 

13.0 

8.9 

34.5 

7.7              3.5 

6.9              -2.8 

2,825 

84 

3.0 

C 

All-industry  medians 

14.6 

12.1 

9.2 

32.6 

11.3              6.6 

6.9              -2.6 

1,282 

49 

4.0 

D-D:  Deficit  to  deficit.     DP;  Defic 

it  to  profit.     1 

'-D-.  Profit  to  deficit,     def:  Deficit. 

NA:  Not  a\ailahle.     NE:  NegatiNe  ei|uir\      NM:  Not  meaningful      a:  Four-yeai  a\erage 

li 

h:  Three-\ear  average,     l-or  furrhc 

1'  explanation 

see  page  95. 

. 

Sources.  Fokhfs:  Value  line  Data  Base  Sei-nce  via  Loins  CD  Inreslmeiil. 
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vered  its  first  MD-11  widebody,  to  Finnair.  On  the  mili- 

side,  the  St.  Louis-based  company  has  serious  perfor- 

ice  problems,  and  a  potentially  massive  cost  overrun  Vk'ith 

5 'joint  contract  w^ith  General  Dynamics  to  develop  the 

Pile's  A-12  Stealth  attack  plane.  Meanwhile,  McDonnell's 

,5-rurming  contracts  to  build  the  F-15  and  F-18  fighters  and 

Marines'  AV-8B  jumpjet  are  beginning  to  run  down. 

1  all,  $31  billion  worth  of  U.S. -built  airliners  were  deliv- 

l  in  1990.  That's  more  than  a  40%  increase  over  1989. 

s  helps  explain  why  the  return  on  equity  in  aerospace, 

3ite  declining  military  business,   slipped  only  slightly 

n  13.4%  to  13%  for  the  latest  12-month  period. 

lefense  deliveries  in  1990  of  less  than  $57  billion  represent 

''o  decrease  over  the  1987  peak.  The  Aerospace  Industries 

ociation  forecasts  deliveries  to  fall  another  15%  in  1991. 

3t  of  the  cutbacks  will  be  achieved  by  delays  in  program 

etables  (even  though  this  adds  to  costs)  rather  than  cancel- 

ins.  Meanwhile,  shipments  of  space  equipment  to  nasa 

expected  to  increase  from  nearly  $12  billion  to  $13.5 


billion  m  1991.  A  presidential  panel,  headed  by  Norman 
Augustine  of  Martin  Marietta,  supports  higher  funding  but 
recommends  a  shift  away  from  the  Shuttle  and  toward  un- 
manned rockets. 

The  Persian  Gulf  dispute  is  unlikely  to  generate  much  new 
U.S.  business  for  suppliers.  (Congress  will  decide  how  much 
U.S.  companies  can  cash  in  on  the  flood  of  new  orders 
anticipated  from  Mideast  countries.)  One  likely  exception  is 
a  fleet  of  badly  needed  fast-transport  ships  for  the  U.S.  Navy. 
The  Ingalls  shipyard  subsidiary  of  Litton  Industries  is  a  major 
contender  for  this  business. 

Although  many  defense  suppliers,  such  as  Lockheed,  trw, 
McDonnell  Douglas,  General  Dynamics  and  Martin  Mariet- 
ta, have  had  some  layoffs,  there  have  yet  to  be  any  of  the 
anticipated  program  cancelations  and  consequent  plant  clos- 
ings. A  lot  will  turn  in  1991  on  whether  new  programs  like 
the  A-12  and  the  Air  Force's  Advanced  Tactical  Fighter  move 
ahead  as  planned  or  fall  afoul  of  the  anticipated  9%  budget 
cut  in  real  defense  spending.  ■ 


The  best  defense  is  a  foreign  offense 


RVhile  the  U.S.  aerospace  industry  is  by  far  the  largest 
:lPifnonfarm  exporter,  few  U.S.  defense  contractors  actu- 
illy  own  manufacturing  subsidiaries  abroad.  Beverly  Hills, 
{  Zalif.-based  Litton  Industries  is  a  major  exception.  Its 
idvanced  electronics  group's  foreign  operations  now  ac- 
;ount  for  approximately  one-quarter  of  its  total  sales  ($5.2 
)illionin  1990). 

Litton  now  has  four  overseas  aerospace  subsidiaries.  The 
irst  three,  in  Canada,  Germany  and  Italy,  were  set  up  in 
he  1960s  to  supply  avionics  for  the  Lockheed  FI04  fight- 
ers sold  to  those  countries.  Rather  than  license  local  firms, 
ind  create  potential  competition,  Litton  kept  the 
;echnology  in-house.  The  fourth  subsidiary,  in 
)0Uth  Korea,  was  created  after  President  Jimmy 
Zarter  threatened  to  pull  U.S.  troops  out  of  that 
;oimtry.  Litton  moved  in  to  retain  access  to  a 
growing  defense  market  in  Korea  and  neighboring 
countries. 

Joseph  Caligiuri,  62,  executive  vice  president  in 
;harge  of  international  operations,  says  of  Lit- 
;on's  foreign  offshoots:  "They  are  profitable  and 
lave  been  growing  faster  than  our  operations  here 
n  the  U.S." 
-  Where  there  are  no  restrictions  imposed  by  the 
Department  of  Defense  or  by  foreign  govern- 
ments, technology  flows  back  and  forth  between 
the  U.S.  and  Litton's  foreign  facilities.  "It's  easier 
cor  us  since  we're  giving  it  to  ourselves,"  explains 
Caligiuri.  "Our  advanced  microelectronics  opera- 
tion in  South  Korea  is,  for  example,  100%  owned; 
that's  rare  there,  and  probably  the  most  technical- 
ly advanced  in  that  country." 

Where  it  is  more  acceptable,  Litton's  foreign 
subsidiaries  are  aggressively  local  in  their  behav- 
ior. "Our  German  company,  for  example,  is  Ger- 
man for  all  intents  and  purposes,"  says  Caligiuri. 
By  this  means,  Litton's  advanced  inertial  naviga- 
tion and  other  avionics  are  on  the  European  Tor- 
nado strike  bombers  now  in  service  in  the  Persian 
Gulf.  This  bomber  program  excluded  all-Ameri- 
can  suppliers.  Equipment  sourced  by  Litton's  Eu- 
ropean affiliates  is  used  on  other  exclusively  Eu- 
ropean helicopter  and  trainer  program^,  and  on 


several  Airbus  models.  In  addition,  Litton's  European  sub- 
sidiaries are  scheduled  suppliers  of  a  number  of  avionics 
contracts  including  the  main  navigation  computer,  for  a 
proposed  European  fighter. 

Thanks  to  its  international  diversity,  Litton  is  now  in 
300  separate  defense  programs — a  deliberate  policy  so  that 
a  cancelation  of  one  project  won't  kill  the  company.  Notes 
Caligiuri:  "We  know  that  competition  for  defense  work  is 
going  to  get  tougher  worldwide.  We're  fortunate  to  have 
our  overseas  operations.  Without  them  over  there  I  don't 
know  what  we  would  do." — H.B. 
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~AT  THIS  TABLE  YOU  NEED— 
AN  APPETITE  FOR  SUCCESS. 


On  your  way  to  the  lop.  there's  no  such  thing  as 
a  Tree  lunch. 

To  succeed  in  business  today,  it  lakes  skill,  hard 
work,  and  a  firm  financial  foundation.  It  you  have 
the  right  ingredients.  Xerox  Financial  Services  is 
leared  to  help  you  get  where  you're  going. 
;  F-or  investment  banking  with  a  fine  creative 
touch,  middle  market  companies  look  to  Furman 
.Sel/.  Van  Kampcn  Merritt  helps  structure  solid 
debt  funding  for  your  commercial,  health  care  or 
municipal  projects.  For  protection  you  can  really 
count  on,  you  want  business  insurance  from  Crum 
land  Forster.  Xerox  Life  offers  annuities  and  life 


insurance  that  can  make  your  dreams  for  retire- 
ment a  reality.  And  with  Xerox  Credit  you  can 
lease  or  finance  a  broad  range  of  equipment.  From 
enough  machinery  to  modernize  a  plant  to  a  single 
Xerox  copier. 

It's  all  part  of  Xerox  Financial  .Services;  a  diver- 
sified group  of  financial  companies  with  over  SI9 
billion  in  assets.  So  you  can  handle  many  financial 
needs  with  a  singular  approach  to  excellence. 

It's  a  smart  way  to  satisfy  your  appetite. 

To  find  out  how  wc  can  help  your  business 
needs,  write  Xerox  Financial  Services.  P.O.  Box 
5000.  Norwalk.CT  06856. 


Fumbled  diversification  efforts, 
sagging  balance  sheets  and 
other  problems  finally  hit 
the  service  industry. 


By  Jason  Zweig 


After  sprinting  through  the  1980s,  the  service  industry 
hit  a  wall  in  1990.  Just  a  year  ago  these  firms  that  do 
everything  from  selling  paper  clips  to  hauling  toxic  waste 
surpassed  Forbes'  all-industry  medians  in  return  on  equity, 
sales  and  earnings  growth.  Last  year  their  five-year  earnings 
growth  was  60%  higher  than  that  of  U.S.  industry  as  a  whole. 
But  in  the  last  four  quarters  profits  fell  13%,  against  a  2.6% 
decline  for  business  overall.  What  went  wrong?  Some  firms 
ended  the  1980s  with  jumbled  diversification  efforts  and 
sagging  balance  sheets.  Ecolab  added  to  its  industrial  cleaning 
base  by  paying  $376  million  for  a  lawn  care  unit  in  1987. 
Since  late  1989  it  has  sold  a  19%  stake  to  Germany's  Henkel 
KGaA.  Solid  waste  collector  Browning-Ferris  Industries  got 
into  hazardous  waste  disposal  by  buying  Cecos  International 


and  ended  up  with  a  $295  million  aftertax  writedown  in  I99( 
The  pot  of  gold  at  the  end  of  the  environmental  rainbow  i 
elusive.  In  1989  and  1990  at  least  19  environmental  servic 
outfits  went  public.  But  there  are  simply  too  many  companit 
competing  for  too  little  business  taking  too  long  to  develo] 
Another  iffy  fad:  office  products  chains.  The  office  equi] 
ment  and  supplies  market  should  grow  just  7%  in  1 99 1,  but 
half-dozen  firms — including  Office  Club,  Staples  and  Bi; 
Mart,  none  big  enough  yet  for  our  tables — went  public 
1989  and  1990,  all  planning  giant  discount  outlets  for  legi 
pads,  calculators  and  paper  clips.  They  are  struggling 
expand  past  their  regional  strongholds.  The  competition  b 
not  helped  established  firms  like  United  Stationers,  who: 
latest  12-month  profits  fell  48%;  by  December  its  stock  w, 
off  50%. 
Looking  ahead,  recent  shakeouts  might  help  some  firm^il 


I 


Making  the  world  stick  together 


TIhe  best  defense  of  your  home  busi- 
ness is  to  compete  with  your  com- 
petitors on  their  home  ground,"  says 
Minnesota  Mining  &.  Manufacturing 
Chairman  Allen  Jacobson.  "Don't  sit 
here  in  North  America  and  let  them 
surprise  you."  Such  thinking  has  kept 
3M  strong  and  innovative  through 
good  times  and  bad.  Today  3M  makes 
tapes,  office  products,  medical  equip- 
ment and  chemicals  in  41  foreign 
countries  and  sells  in  53. 

3M  gets  47%  of  sales  and  43%  of 
profits  from  abroad.  Jacobson  says  3M 
makes  70%  of  its  foreign-produced 
goods  where  they  are  sold.  That  ex- 
poses 3M  to  the  vagaries  of  the  dollar 
but  shields  it  from  almost  anything 
but  world  recession. 

Jacobson,  64,  upholds  3M's  "make  a  little,  sell  a  little" 
ideal:  3M  wil!  wait  "a  generation"  for  a  foreign  business  to 
succeed.  After  25  years  in  Japan,  3M  grosses  $1  billion  in 
that  "closed"  market.  Some  Japanese  Post-it  Notes  are 


ment  chain  can  write  on  them. 

Of  3M's  38,000  overseas  employ- 
ees, 160  are  Americans.  "You  don't 
try  to  run  them  [foreign  subsidiaries] 
from  the  U.S.,"  says  Jacobson.  Some 
75%  of  3M's  36-member  manage- 
ment committee  has  spent  at  least 
one  year  abroad.  In  the  1974-75  reces- 
sion Jacobson  helped  run  3M's  Euro- 
pean and  Canadian  operations. 

Using  its  60,000  products  to  enter 
foreign  markets,  3M  also  invents  for 
local  needs.  Such  products  can  be  re- 
cycled for  the  U.S.  Jacobson  has  high 
hopes  for  an  inhaler  for  asthma  pa- 
tients, developed  by  3M's  European 
labs,  and  tape  that  can  bind  auto  parts, 
invented  by  3M  in  Germany. 

Having  the  world  at  its  disposal  has 
other  advantages.  For  example,  3M  makes  tape  for  dispos- 
able diapers  in  the  U.S. — a  market  threatened  by  environ- 
mentalists. If  cloth  diapers  and  safety  pins  come  back,  3M 
is  ready:  Its  Brazilian  unit  has  created  a  paper  tape  to 


long  and  thin,  so  each  person  in  the  consensual  manage-     replace  safety  pins.  Now  that's  coverage. — J.Z. 
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What  DoYov  Get 

When  The  Aerodynamics 

Of  a  Truck  Apfroaceies 

That  Of  A  Bullet? 


This  timer  tells  a  dishwasher 
what  to  do  and  when  to  do  it.  Over 
and  over  and  over  again. 

It's  made  to  last.  And  it's  made- 
to-order.  With  features  designed  for- 
and  with  -  one  of  our  customers. 

At  Eaton,  that's  how  we 
work -as  part  of  your  team.  Solving 
today's  problems.  Anticipating 
tomorrow's  needs.  For  everything 
from  automobiles  to  aircraft,  power 
tools  to  trucks. 

We  do  more  than  make  parts. 
We  manufacture  solutions. 


I«, 


e 


t 

Nashua,  the  photo  finisher  and  paper  supplier,  sold 

an  intcr- 

maker,  is  struggling.  Computer  services  firm  Anacomp  re- 

national office  supplies  operation  for  $202  million 

.  PHH,  a 

structured  $400  million  in  acquisition  debt.  National  Educa-l 

leasing  and  relocation  firm,  took  a  S14  million  hit  to 

ditch  its 

tion  settled  a  barrage  of  lawsuits  over  its  financial  reporting  at'f 

facilities  management  unit.  Xerox  finally  dumped 

Its  mis- 

a  net  cost  of  $12  million.  Volt  Information  Sciences,  a  techni- 

matched Crum  &  Forster  insurance  unit.  And  Avery 

Interna- 

cal  services  firm,  reduced  debt  but  kept  losing  money. 

tional  and  Dennison  Manufacturing  merged  in  a  stock  swap. 

Service  firms  make  money  by  saving  money  for  other 

forming  a  $2.5  billion  (sales)  office  products  maker,  Avery 

businesses,  so  a  recession  could  help  the  stronger  compa- 

Dennison Corp. 

nies — like  Kelly  Services,  Waste  Management,  jwp  and  Og- 

Weak links:   am  International,   the  graphics  equipment 

den — in  this  industry.  But  it  could  also  kill  the  weaklings.  ■; 

Business 

Net 

Profit 

services 

Profitability 

Growth 

Sales 

income 

margin 

&  supplies 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

j 

latest 

capital 

latest 

latest 

latest 

latest 

latest 

5-year             12 

latest 

Debt/ 

5-year             12 

5-year             12 

12 

12 

12 

average           mos 

12  mos 

capital 

average          mos 

average           mos 

mos 

mos 

mos 

Company 

%                 % 

% 

% 

%                % 

%                % 

$mil 

$mil 

%    ;,, 

Business  services 

Rullins 

50.4             37.3 

28.0 

0.0 

8.6               7.7 

9.8               16.3 

426 

27 

6.4 

Kelly  Services 

31.6             25.2 

25.2 

0.0 

13.2               8.3 

22.7                3.9 

1,460 

71 

4.9    ,, 

Olsten 

24.7              17.4 

12.8 

34.8 

22.7               4.6 

26.8            -16.1 

603 

16 

2.7     ' 

Pinkerton 

21.2a           31.1 

15.4 

56. 7 

33.9a            NA 

NM               NA 

589 

8 

1.4 

Adia  Services 

18.2              10.8 

10.7 

8.1 

29.0             13,2 

25.7            -15.3 

657 

18 

2.7 

Wackenhut 

15.4              19.7 

11.0 

52.7 

10.7              14.4 

NM              22.9 

508 

7 

1.3     f 

PHH 

13.4              10.4 

6.9 

60.7 

28.7                9.1 

NM            -27.0 

1,977 

38 

1.9      i 

American  Building 

10.3              13  6 

11.7 

20.7 

11.2               6.7 

NM               11.1 

668 

9 

1.4 

National  Education 

10.3               def 

def 

30.2 

23.4          -12.6 

NM               P-D 

380 

-44 

def    1 

Volt  Info  Sciences 

1.6                1.7 

4,9 

52.2 

5.3               9.3 

NM            -49.0 

514 

2 

0.3     1 

Medians 

16.8             15.5 

11.4 

32.5 

17.9               8.3 

NM            -15.3 

596 

13 

1.7     1 

Business  supplies 

Deluxe 

30.8             26.6 

24.7 

1.3 

14.4               7.1 

12.3               12.6 

1,383 

167 

12.1 

HON  Industries 

22.7             24.3 

18.2 

23.5 

7.5             13.2 

14.7            -29.6 

656 

30 

4.6 

Minn  Mining  &.  Mfg 

21.6             22.1 

20.2 

3.6 

9.6              9.3 

14.6                6.9 

12,695 

1,305 

10.3 

Alco  Standard 

20.2              17.3 

14.2 

34.4 

2.3               4.4 

23.8            -35.0 

4,320 

106 

2.5 

Comdisco 

19.8              13.3 

11.9 

55.3 

26.9             15.3 

NM            -18.7 

1,935 

85 

4.4 

Pitney  Bovi'es 

19.6               9.9 

6.4 

37.9 

11.5             11.8 

9.3            -44.9 

3,142 

141 

4.5 

Herman  Miller 

19.5              16.2 

13.9 

20.7 

14.0             10.3 

6.6               14.5 

892 

49 

5.5 

Interface 

19.0              16.3 

9.8 

58.0 

43.4               4.9 

30.6               12.0 

608 

26 

4.2     , 

Wallace  Computer  Svs 

17.3              16.1 

14.2 

6.3 

11.9               4.6 

12.5                5.7 

449 

40 

8.8 

Reynolds  &  Reynolds 

17.0              19.8 

8.7 

30.9 

18.1             -1.1 

NM              -9.1 

595 

24 

4.1 

United  Stationers 

16.3                75 

6.6 

27.7 

16.9               2.5 

10.5            -48.1 

993 

13 

1.3 

Standard  Register 

15.6              12.1 

10.7 

11.3 

12.6               0.9 

6.4              -2.3 

715 

39 

5.4 

Moore  Corp 

15.0             10.6 

9.8 

3.4 

6.4               6.0 

10.2            -25.7 

2,815 

153 

5.4 

Avery  Dennison 

13.4a            10.7 

9.2 

17.6 

11.9a            NA 

21.6a             NA 

2,531 

98 

3.9 

Nashua 

12.7              10.9 

9.6 

7.6 

NM          -13.4 

6.7               19.9 

581 

23 

4.0 

Mine  Safety  Appliance 

11.4              11.8 

10.1 

7.7 

0.9             10.3 

NM                 7.7 

456 

29 

6.4     : 

Diebold 

10.3               7.6 

7.3 

0.8 

NM               3.6 

-6.1            -16.8 

475 

29 

6.1     •: 

Xerox 

10.1               2.2 

5.3 

45.9 

9.7               3.3 

13.3            -62.4 

17,940 

220 

1.2      \ 

AM  International 

1.4              def 

def 

30.8 

9.5               3.1 

NM               P-D 

877 

-42 

def     i 

Anacomp 

def              NE 

def 

109.8 

45.3               3.1 

NM               P-D 

646 

-164 

def      ] 

Savin 

def              def 

def 

57.7 

-3.3               0.8 

NM              D-D 

365 

-9 

def 

Smith  Corona 

NA              NA 

NA 

53.2 

17.8b        -14.7 

NA            -41.2 

438 

23 

5.3      ' 

Medians 

16.3             11.8 

9.8 

25.6 

11.7               4.4 

9.3            -18.7 

796 

35 

4.5 

Industrial  services 

CDI 

25.8             13.3 

9.1 

41.8 

18.9               9.0 

24.3            -32.4 

932 

14 

1.5 

Browning-Ferns  Inds 

24.3               def 

0.1 

47.9 

21.0             16.3 

22.2               P-D 

2,967 

-45 

def 

Waste  Management 

24.2             23.7 

15.3 

31.8 

28.5            27.8 

27.3              20.9 

5,415 

667 

12.3 

IWP 

24.2             26.8 

12.9 

49.2 

83.2             74.2 

51.2              25.1 

2,608 

55 

2.1 

Safety-Kleen 

23.1              19.2 

13.0 

35.2 

21.8             20.5 

18.1                 9.6 

551 

51 

9.2 

Ecolab 

18.0               3.4 

4.6 

32.7 

23.4               7.4 

18.0            -56.7 

1,371 

17 

1.3 

Figgie  Intl 

17.6             16.8 

9.3 

50.2 

13.1               0.2 

23.6              -7.1 

1,342 

49 

3.7 

Ogden 

16.4              15.3 

5.4 

75.6 

NM             19.8 

-15.0b         -10.3 

1,560 

69 

4.4 

Millipore 

15.6              13.3 

11.3 

19.0 

15.9               4.1 

13.7                3.2 

683 

54 

7.9 

CRSS 

7.9              14.6 

13.8 

32.8 

14.7          -18.5 

30.9            -10.7 

490 

17 

3.4 

Air  &  Water  Tech 

NA               def 

6.3 

48.3 

12.0a          -4.2 

NA              D-D 

582 

-1 

def 

American  Cap  &  Re? 

NA             17.4 

13.6 

54.0 

76.7            29.3 

73.8               12.5 

543 

11 

2.1 

Medians 

20.6             14.9 

10.3 

44.8 

20.0             12.7 

23.6              -8.7 

1,137 

33 

2.8 

Industry  medians 

17.3             13.6 

10.1 

32.7 

13.6               6.9 

11.4            -13.0 

676 

28 

3.8 

All-industry  medians 

14.6             12.1 

9.2 

32.6 

11.3               6.6 

6.9              -2.6 

1,282 

49 

4.0 

D-D:  Deficil  lo  dcticil      III'  Deficit  lu  profit,     P-D:  Profit  Id  deficit,     dc 

f:  Deficit. 

\A.  Nut  a\ail.ihle,      NE:  Negative  equit\-.     NM:  Not  meaningful,     a:  Four-\ear  average 

b:  Three-year  a\erage.     l-or  further  explanation,  see  page  95. 

Sources.  Fokii/s.  Viiluc  l.ijie  ikila  Base  Service  via  Lotus  CD  liiresriiieiil 
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■'imismi 


Eruption  ofKilauea  volcano  on  Hawaii 

^^When  you^re  working 

on  a  volcano,  your  equipment 

and  wits  can^t  fail  you/' 

—Dr.  Michael  Garcia 

Earthquakes  rock  the  black,  rippled 
terrain.  Fire  fountains  explode  from  the 
mountain's  side.  Iridescent  orange  lava,  as 
hot  as  2100°  F,  sweeps  down  the  volcano's 
flanks  in  thin  sheets  and  swift  rivers. 
The  air  is  filled  with  the  roar  of  molten 
rock  slamming  against  a  crater  wall. 
It  rains  pumice. 

This  is  Kilauea,  which  ascends 
majestically  firom  the  floor  of  the 

^^^^  ^  Pacific  and  disgorges 

^^^K        a  continuous 

^^^K        stream  of  lava 

^^^^■^   that  can  fill  a 
^*^^^^^Si  I  lai^e  stadium  in 

Dr  Michael  Garcia      |ggg  ^J^^j^  ^  ^^y 

Professor  Michael  Garcia 
has  devoted  his  career 
to  exploring  the  mys- 
teries of  volcanoes, 
particularly  Kilauea, 


one  of  the  most  active  in 
the  world. "It's  the  premier 
place  to  study  how  volcanoes 
work,"  he  said. 

Dr.  Garcia  has  been 

gathering  data  on  Kilauea 

since  1978.  When  he  is 

not  in  the  lab  conducting 

chemical  analyses  of 

lava,  Garcia  is  in  the  field, 

measuring  intervals  between 

fire-fountain  pulses  and 

plucking  samples  from  lava 

rivers.  He  believes  that  a 

keener  understanding  of 

the  volcano  and  its  internal 

structure  can  help  scientists 


Magma  conduits  inside  Kilauea 

better  anticipate  eruptions. 
Working  in  such  a  hostile 
environment,  Garcia  must  rely 
on  his  experience,  instinct  and 
equipment.  "\bu  have  to  respect 
Kilauea's  might    especially  when 
you  feel  it  rumbling  beneath 
your  feet,"  he  said.  Demanding 
the  highest  standards  fi-om  his 
instruments,  Dr.  Garcia  insists 
that  they  be  rugged  and  reliable. 
It's  little  wonder  that  he  has 
chosen  a  Rolex  Oyster 
Perpetual  as  ^AuJ 

ROLEX 


his  timepiece. 


Oyster  Perpetual  Date  in  stainless  steel  with  matching  Oyster  bracelet. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.943,  Rolex  Building,  665  Fifth  Avenue,  New  York,  New  York  10022-5383. 

Rolex.  Oyster  Perpetual,  and  Oyster  are  trademarks  ©1990RolexWatchUS.A.,  Inc. 


"Airspeed, 


500  knots. 


Altitude, 


below 


400  feet. 


Pitch  black. 


You  know. 


couldn't 


might  be 


a  litde 


nervous. 


I 


LANTIRN, 


our  electro-optic 


system,  turns 


infrared  light 


into  images. 


And  a  pilot's 


nightmare 


mtoa 


night  vision. 


Masterminding 


Tomorrow's 


Technologies 


i 


CAPITAL  GOODS 


RETURN  ON  EQUITY 

12.6 

1  MAGNETEK 

1                                                                                  1 

SALES 

10.8 

s 

1  TEREX 

< 

Soft  markets  are  hurting  some  ql|; 
.these  manufacturers.  Others  in  ' 
this  industry  are  doing  just  fine. 


EARNINGS  PER  SHARE 


INDUSTRY  AVERAGE       ■   BEST  IN  INDUSTRY       ■   ALL-INDUSTRY  MEDIANS 


By  Zina  Sawaya 


The  aggregate  statistics  show  a  troubled  capital  goods 


Companies  servicing  the  construction,  automotive  au 
defense  industries  are  experiencing  slower  sales  and  eaminj 
growth.  At  Caterpillar,  earnings  arc  going  to  be  substantial  I 


industry.  This  crucial  sector  had  to  cope 

with  only 

a  2% 

lower  in  1990  because  of  sluggish  residential  and  commercij 

kft 

increase  in  overall  U.S.  capital  spending  last  year,  against  a 

construction.  Sudbury,  which  makes  car  and  truck  parts,  hi  iti|ffi 

7%  gain  in  1989.  This  sharp  drop  in  orders  has  squeezed 

been  particularly  hit  by  the  slowdown  in  the  auto  sector. 

wk 

profits,  especially  for  heavy  equipment  manufacturers 

But  this  gloom  and  doom  picture  doesn't  fit  all  the  groui  itioe 

all 

Capital  goods 

Profitability 

Growth 

Sales 

Net 
income 

Profil 
mai^ii 

tW 

Ildls 

Return  on  equity 

Sales 

Earnings  per  share 

ifp 

Return  on 

latest 

capital 

latest 

latest 

latest 

latest 

latest  < 

5-year             12 

latest 

Debt/ 

5-year             12 

5-year             12 

12 

12 

12     ! 

— 

average          mos 

12  mos 

capital 

average           mos 

average          mos 

mos 

mos 

mos 

Company 

%                % 

% 

% 

%                 % 

%                % 

$mil 

$mil 

%     ' 

Electrical  equipment 

1 

MagncTek 

61.6             2H.9 

12.0 

71.8 

47.3             11.4 

85.9b            43.1 

1,083 

34 

3.2        ■ 

Westinghouse 

23.6             22.3 

13.2 

48.8 

3.5               0.2 

21.3               14.3 

12,863 

987 

7.7      ■ 

Hubbell 

19.9              19.5 

18.4 

1.6 

6.9             10.6 

12.7                9.7 

718 

85 

11.8      ,■ 

Emerson  Electric 

19.8             19.9 

18.7 

12.7 

11.9               7.1 

8.9                4.6 

7,573 

613      ' 

8.1        ■ 

General  Electric 

19.0             20.5 

12.7 

41.8 

12.7               6.4 

11.3               13.4 

57,361 

4,237 

7.4     ' 

WW  Grainger 

17.6              17.0 

15.8 

0.2 

10.8             13.9 

13.7               10.9 

1,895 

125 

6.6      i 

Willcox  &  Gibbs 

17.5              11.9 

8.2 

42.0 

20.8               9.1 

20.1            -23.5 

563 

13 

2.3 

National  Service 

16.9              16.2 

13.7 

3.4 

7.0               7.0 

8.7                5.2 

1,648 

100 

6.1 

Square  D 

16.7             17.6 

1 1.3 

12.1 

4.6            -2.8 

4.7              -9.5 

1,617 

105 

6.5 

Federal  Signal 

16.7             22.3 

19.4 

9.1 

10.1               7.4 

20.7              33.5 

435 

29 

6.7     1 

Raychem 

13.8               def 

def 

4.0 

13.2               6.9 

10.2               PD 

1,165 

-113 

def 

II 

Imo  Industries 

8.4               7.9 

7.5 

53.0 

17.5            34.1 

NM            -20.1 

1,028 

26 

2.5        ■ 

Honeywell 

7.7             34.1 

27.6 

25.3 

NM            -2.1 

NM               D-P 

6,246 

665 

10.6       ■ 

MIX 

def              def 

def 

85.2 

NM               1.6 

NM               P-D 

462 

-18 

def       ■ 

Genlyte  Group 

NA             20.3 

9.3 

67.8 

7.5               0.3 

4.1            -13.2 

508 

10 

2.0 

Medians 

17.2             19.5 

12.7 

25.3 

10.1               7.0 

10.2                5.2 

1,165 

85 

6.5 

Heavy  eqoipmeiit 

Terex 

31.6             23.0 

9.6 

70.3 

150.3             84.9 

64.2                9.3 

1,098 

19 

1.8        ■ 

Nacco  Industries 

21.3              16.8 

8.5 

66.4 

13.7            45.2 

16.5               14.7 

1,380 

51 

3.7      ■ 

Illinois  Tool  Works 

20.8             20.3 

15.4 

29.3 

35.3             15.4 

30.5               11.9 

2,427 

178 

7.3      ■ 

Ametek 

20.3             18.9 

10.4 

48.9 

13.9             14.5 

4.9                2.5 

644 

36 

5.7      ■ 

Dover 

19.1             21.1 

19.4 

2.8 

10.5               4.9 

12.3               11.9 

2,184 

156 

7.1  m 

Crane 

18.1             21.0 

15.0 

27.3 

15.3              0.0 

22.0              43.8 

1,452 

60 

4.2  r 

Stewart  &.  Stevenson 

17.5              18.9 

17.3 

17.9 

19.7             13.3 

NM              -1.3 

635 

29 

4.6 

' 

Sudbury 

17.2               0.0 

3.9 

65.9 

61.1          -14.4 

NM              D-Z 

440 

1 

0.2 

Applied  Power 

16.8             21.5 

12.1 

55.1 

19.7            80.9 

49.0              -2,0 

445 

20 

4.4 

Stanley  Works 

15.7             14.7 

11.6 

26.5 

13.0               2.1 

9.0                0.8 

1,987 

114 

5.7 

LB  Foster 

15.4               4.0 

4.2 

4.6 

-10.5            -2.1 

NM            -^5.7 

240 

2 

0.8      i 

L 

Lincoln  Electric 

13.3             12.8 

10.3 

9.0 

14.3             12.7 

17.7            -13.7 

738 

32 

4.3      ]■ 

Donaldson 

13.1              16.6 

15.9 

7.9 

9.9               6.4 

11.2              34.0 

423 

21 

5.0      ■ 

Parker  Hannifin 

13.1              12.1 

9.9 

29.8 

14.3              0.0 

2.9              15.6 

2,496 

116 

4.6      H 

Cooper  Industries 

13.1              12.0 

9.2 

33.6 

17.6            23.2 

18.0              11.0 

6,003 

342 

57 

DD:  Deficit  to  deficit,     0-1':  Defic 

t  to  profit.     P-D;  Profit  to  deficit,     D-Z: 

Deficit  tc. 

zero,     def  Deficit,     NA:  Not  available,      NF:  Negative  equirv.     NM:  Not  meaiiinglul.  1 

a:  Fourvear  average,     b;  Three-\e 

jr  average.     For  further  explanation,  see  page  95 

]■ 

Sources:  Fokiifm  Value  Line  Data  Base  Serrice  lia  Lotus  CD  Imestvienl    1 

1 
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The  electric  company 


Ht  took  two  tries,  but  General 
Electric  finally  got  what  it  want- 
d:  most  of  Thorn  emi's  European 
ghting  business,  for  $138  million. 
E  will  also  benefit  from  Thorn's 
trength  in  fixtures,  which  will 
omplement  its  own  depth  in 
ghting.  The  acquisition  turned  ge 
.ito  the  world's  second-largest 
ighting  manufacturer  (after  N.V. 
'hilips). 

General  Electric's  strategy  is  to 
e  a  global  leader  in  its  key  busi- 
nesses such  as  aerospace,  jet  en- 
ines,  automation,  plastics,  light- 
rig,  appliances  and  financial  ser- 
ices.  "We  want  to  be  a  major 
layer,"  says  Lawrence  Bossidy, 
;e's  vice  chairman.  Bossidy,  55,  is 
esponsible  for  ge's  international 
usiness  policy.  Indeed,  through 
cquisitions  and  joint  ventures,  ge 
ow  has  manufacturing  facilities  in  19  countries,  enabling 
t  to  efficiently  service  its  local  markets. 

GE  has  always  been  a  leading  exporter.  But  prior  to  1986 

t  had  limited  operations  outside  the  U.S.  The  main  excep- 

|ions  were  a  plastics  plant  in  the  Netherlands  and  a  joint 

enture  with  Snecma  of  France  to  make  jet  engines.  With 

text  year's  integration  of  the  European  market  and  the 


opening    of    Eastern    Europe,    ge 
went  on  a  shopping  spree. 

Since  1987  ge  made  over  15  ac- 
quisitions and  joint  ventures, 
mostly  with  European  companies 
that  had  a  global  presence.  Its  1989 
venture  with  Ericsson  of  Sweden, 
for  instance,  made  it  a  leading  sup- 
plier of  cellular  telephones.  That 
year  it  joined  with  gec  of  the  U.K. 
to  make  appliances  and  acquired 
50%  of  the  Hungarian  lighting 
company  Tungsram. 

In  1987  GE  formed  a  venture 
with  Fanuc  of  Japan  to  make  auto- 
mation equipment,  and  in  1988  ge 
Lighting  teamed  up  with  Toshiba. 
GE  is  looking  for  alliances  in  the 
Soviet  Union  to  make  medical 
equipment.  Already,  ge  has  more 
than  $100  million  in  sales  in  that 
country,  mostly  plastics  and  gas 
turbines.  In  1989  ge's  foreign  revenues  amounted  to  $14 
billion,  a  67%  increase  since  1986.  Foreign  operating  in- 
come now  contributes  40%  of  total  operating  profits. 

As  it  expands  internationally,  ge  is  adopting  a  new 
policy  of  training  and  promoting  foreign  nationals  instead 
of  relying  on  expatriate  U.S.  managers.  Says  Bossidy:  "We 
want  to  have  global  brains  and  local  faces." — Z.S. 


The  first  mass-produced, 
mass-marketed  PC 

The  first  portable  PC 

The  first  laptop  PC 

The  first  highly-integrated 
PC  compatible  with 
software  included 

The  first  Micro  Channel™ 
compatible  PC 

The  first  handwriting 
recognition  pad 

The  first  PC  mini-towers 

The  first  home 
PC  compatible  with 
integrated  hardware 
and  software 

Micro  Channel/TM  IBM  Cotp 


in  this  sector.  A  weak  dollar  stimulated  exports  of  some 
capital  goods.  Electrical  equipment  companies  like  Magne- 
Tek  and  Federal  Signal  reported  significant  earnings  gains. 
Profits  are  also  healthy  for  companies  supplying  the  aero- 
space, telecommunications,  power  generation  and  oil  and  gas 
sectors. 
General  Electric  is  benefiting  from  a  strong  demand  for 


commercial  jet  engines.  Hubbell's  telecommunications  h 
ness  was  up  20%  over  last  year.  Deere  &  Co.  is  prospering 
a  rebound  in  demand  for  agricultural  equipment. 

Defense  spending  was  flat  in  1990  and  domestic  deferi 
spending  was  budgeted  for  further  cutbacks,  which  will  aff( 
smaller  defense  suppliers  more  than  the  large  contract 
covered  in  this  issue.  But  all  that  could  change  as  the  crisis 
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Capital  goods 


Company 


Profitability 


Return  on  equity 


5-year 
average 

/o 


latest 

12 

mos 

% 


Return  on 
capital 
latest 
12  mos 

/o 


Debt/ 
capital 

% 


Growth 


Sales 


5-year 
average 

% 


latest 

12 

mos 

/o 


Earnings  per  share 


5-year 
average 

% 


latest 

12 

mos 

% 


Sales 


latest 

12 
mos 
$mil 


Net 
income 


latest 

12 

mos 

$mil 


Profi 
margi 


latest 

12 

mos 

% 


j^i 


Tecumseh  Products 
Ingersoll-Rand 
Thermo  Eltctron 
Kennametal 
Zum  Industries 


12.8 
12.6 
12.3 
12.1 
12.1 


4.5 
14.6 
1.V1 
15.0 
12.3 


4.4 
11.8 

9.6 
12.2 
11.6 


,V4 
13.8 
36. 1 
22.8 

4.9 


10.7 
5.9 

20.6 
7.6 

10.7 


-2.0 
8.7 
14.2 
22.0 
17.9 


4.7 
26.9 
23.2 
22.2 
10.1 


-62.2 

6.6 

22.5 

6.1 

5.1 


1,392 

3,664 

654 

605 

655 


31 
204 
32 
33 
28 


2.2 
5.6 
4.8, 
5.4 
4.3 


Trinova 
Caterpillar 
Trinity  Industries 
Tenneco 
Interlakc 


11.9 
11.4 
11.3 
10.5 
10.1 


9.8 
6.8 
9.7 
19.1 
NE 


8.6 
6.2 
6.8 
9.5 
3.1 


22.3 
34.3 

44.4 

53.1 

150.7 


NM 
12.3 
25.8 
-2.0 
1.9 


0.1 
3.8 
5.6 
5.3 
12.2 


-8.6 
46.8a 

NM 
NM 


80.4 
-44.7 
-42.3 
-29.4 

PD 


1,965 
11,441 

1,285 

14,519 

822 


61 
306 

28 
636 
-18 


3.1 
2.7 
2.2 
4.4 
def 


Bearings 
General  Signal 
Goulds  Pumps 
Commercial  Intertech 
Deere  61  Co 


10.0 
9.4 
8.9 
8.2 
6.7 


6.9 
5.3 
0.9 
6.5 

15.8 


6.5 

5.9 

2.1 

7.3 

12.0 


0.0 
43.8 
22.5 
15.3 
32.2 


5.7 
NM 
11.9 
19.1 
13.5a 


8.9 

-7.8 

8.2 

3.1 

12.5 


18.0 

NM 
NM 
NM 
NM 


-49.6 
-62.0 
-93.8 
-50.3 
21.5 


701 

1,756 

537 

441 

7,815 


9 

27 

2 

14 

440 


1.3 
1.5 
0.3 
3.1 
5.6 


\ttih 


D  1)  IX-lKit  ti)  dc-lKil 
b:  Three-\ car  aserayc. 


1)1':  Dctklt  li)  piDlH         I'D    I'iDtll  to  dcllUl 

l-or  further  cxplan.iuon.  sl-c  page  9S 


i.k'1   Dcticii.     .\,^,  \oi  .i\ail.ihlL-       .\H:  Negative  equih.     \M:  Not  meaningful,     a:  Four  year  a\eragi 
Sources.  h'i>Rnh:\:  Value  line  Ihitci  Ba^c  Serrice  ria  I.olui  CIJ  huvstine>it. 


■Ok 


Radio  Shack 
TRS-80,  1977 

GRiD  Compass, 

1981 

Radio  Shack 
IVIodel  100,  1983 

Tandy  1000, 

1984 

Tandy  5000  MC, 

1988 

GRiDPAD, 

1989 

Victor  M  Series, 

1990 

Tandy  1000  RL,  1990 


...more  than 
you  imagined. 


M 


—"""■" 


■b 


Gulf  unfolds. 

he  near-term  outlook  for  capital  goods  companies  still 
lains  mixed.  The  recent  Clean  Air  Act  should  boost  orders 
gas  turbines,  favoring  companies  like  Stewart  &  Steven- 
.  Oil  and  gas  drilling  may  not  return  to  the  heady  days  of 
early  1980s,  but  the  Middle  East  unrest  should  insure  a 
idy  stream  of  business  for  companies  like  Cooper  Indus- 


tries, McDermott  International  and  others  that  make  oilfield 
equipment. 

Capital  goods  companies  should  be  able  to  weather  a  re- 
cession better  than  they  did  a  decade  ago.  Says  County 
NatWest  analyst  Nicholas  Heymann,  "They  have  much 
lower  inventories,  and  overall  they  have  better  product 
mixes  than  in  the  past."  ■ 
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13.0 
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11.3 

4.0 


10.9 
12.3 

6.0 
10.7 

3,8 
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14.,S 

34.8 
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13.7 

31.2 
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7.9 
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25.4 
20.1 
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-1.5 


NM 
NM 
NM 
NM 
NM 
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44.1 
16.9 

7.5 
-55. 1 
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1,468 
1,456 
1,592 


110 
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37 
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43 
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def 
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def 
def 
def 
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def 
6.0 
del 
def 
NE 


4.9 
def 
6.4 
2.9 
def 
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35.4 
23.3 
22.3 
45.7 
13.1 
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5.0 

17.0 

-14.1 
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8.0 

3.1 


-0.1 
13.2 
-4.1 
2.6 
-5.7 
-7.6 


NM 
NM 
NM 
NM 
NM 
NM 


-67.9 
DD 

DP 
D-D 
D-D 

DP 
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220 
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def 
def 
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11.9 


12.0 


9.5 


27.3 


11.9 


5.6 


-8.6 


2.5 


1,285 
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dustry  medians 


12.6 


12.9 


9.7 


26.9 


10.8 


6.6 


4.8 


4.8 


1,225 


34 
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14.6 


12.1 


9.2 


32.6 


11.3 


6.6 


6.9 


-2.6 


1,282 
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/e're  continually  developing  and  marketing  emergir 
iRin  Rvc^tP^nn.ci  ic:  nionf^e»rinn  handwritinn  recoanition. 


/e're  continually  developing  and  marketing  emerging  technologies.  Our 
RiD  Systems  is  pioneering  handwriting  recognition.  Victor's  mini-towers 
jature  removable  hard  disk  drives.  And  our  innovative  Tandy  home 
omputer  is  the  first  PC  that's  so  easy  to  use,  it  guarantees  success. 
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CHEMICALS 


A  slowing  economy,  higher 
feedstock  prices  and  new 
environmental  regulations 
cut  into  profits  hut  not  sales. 


By  Philip  Glouchevitch 


Record  sales  last  year  couldn't  prevent  the  chemical  in- 
dustry's first  decline  in  profits  since  1985.  The  Chemical 
Manufacturers  Association  estimates  that  the  decline  could 
be  as  much  as  23% — results  that  haven't  gone  unnoticed  on 
Wall  Street.  As  a  group,  share  prices  of  the  chemical  compa- 
nies in  this  survey  fell  16%  betwcn  Aug.  1  and  Nov.  14.  In 
contrast,  the  s&p  500  was  off  only  10%. 
The  slump  in  chemical  stocks  wasn't  across  the  board.  As 


1990  drew  to  a  close,  some  specialty  chemical  stocks  we 
enjoying  a  late  rebound.  Great  Lakes,  Betz,  Morton,  Lubri2 
and  Fuller  were  among  the  stocks  coming  within  a  few  poir 
of  their  highs  for  the  year.  Specialty  chemical  manufacture 
are  less  affected  by  the  price  of  oil  than  chemical  companil 
that  depend  on  commodity  petrochemicals  such  as  ethylenl 
Chemical  firms  are  also  facing  higher  pollution  abatemei 
expenses — which  are  expected  to  rise  to  $6  billion  by  19^ 
from  just  over  $3  billion  in  1989.  These  costs  will  hit 
companies  in  this  industry,  though  some,  like  Dow  ar 


Formula  for  foreign  growth 


Great  Lakes  Chemical, 
Inc.,  based  in  West  La- 
fayette, Ind.,  has  been 
around  since  1936,  but  as 
recently  as  1986  foreign 
markets  contributed  only 
21%  of  its  sales  and  in- 
come. Since  then.  Chair- 
man Emerson  Kampen,  62, 
has  used  strong  cash  flows 
and  modest  debt — only 
around  7%  of  capital — to 
expand  global  operations. 

Great  Lakes'  first  foreign 
venture  was  in  1969  with 
German  chemical  giant 
BASF  to  sell  flame-retardant 
products  abroad.  It  bought 
out  BASF's  share  in  1986. 

Bromine-based  specialty 
chemicals  are  the  main- 
stays of  Great  Lakes'  busi- 
ness. But  the  company  has 
also  diversified  into  furfu- 
ral— a  liquid  used  to  produce  resins  for  casting  metals:  qo 
Chemical,  acquired  in  1987  after  it  had  been  spun  off  from 
Quaker  Oats,  does  over  half  its  business  overseas. 

In  1989  Great  Lakes  Chemical  bought  a  52%  stake  in 
U.K.-based  Octel  Associates,  which  produces  alkaline 
leads  used  in  the  gasoline  refining  process.  Kampen  pur- 
chased the  Octel  stake  from  a  consortium  of  five  major  oil 
companies — bp,  Mobil,  Chevron,  Shell  and  Texaco. 

Was  Octel  a  smart  buy?  Leaded  gasoline  is  gradually 


Emersuii  KcDnpeu  of  Great  Lakes  Cbeniiail 


being  phased  out  of  the  Eu- 
ropean Community  within 
the  next  few  years.  But  de- 
mand remains  strong  in  de- 
veloping countries.  And 
Octel  Associates  is  Eu- 
rope's leading  bromine  pro- 
ducer, a  business  Kampen 
believes  has  great  potential 
for  developing  other  spe- 
cialty chemicals. 

Octel 's  profit  margins 
have  increased  over  50% 
since  Great  Lakes  bought 
in.  "1  would  gladly  buy 
more  of  the  company,  but  I 
don't  think  the  oil  compa- 
nies will  sell  it  cheaply  now 
that  we've  made  it  so 
profitable,"  says  Kampen. 
Great  Lakes'  sales  topped 
$1  billion  in  1990,  with 
over  60%  from  overseas. 
Analysts  figure  1990  earn- 
ings— also  60%  foreign-derived — reached  $140  million. 

To  guide  the  foreign  operations,  Kampen  spends  about 
20%  of  his  time  abroad  and  relies  on  the  advice  of  key 
executives  who  have  worked  in  the  U.S.  but  live  overseas. 
And  Kampen  makes  it  clear  to  employees  that  a  foreign 
assignment  is  no  one-way  ticket:  "Someone  in  the  Ger- 
man technical  service  department  is  as  visible  to  me — 
maybe  even  more  so — as  his  counterpart  in  Indiana." 
Simple  but  effective  chemistry. — P.G. 
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We've  got  one  in  your  size. 


A  coast-to-coast  inventory. 

CENTURY  21-  professionals  have  access 
to  properties  in  all  shapes  and  sizes,  as 
nnembers  of  one  of  the  country's  largest 
Commercial-Investment  organizations. 
A  world-renowned  tradition  of  service. 
When  you  work  with  a  CENTURY  21  Com- 
mercial-Investment Professional,  you 


deal  with  someone  associated  with  an 
organization  you  can  count  on. 
One  size  doesn't  fit  all. 

Whatever  your  comfort  zone,  your 
CENTURY  21  professional's  expertise  is 
dedicated  to  helping  you  find  the  kind  of 
opportunity  that  makes  sense  for  you. 
After  all,  finding  a  good  investment  is 


one  thing,  but  finding  one  that  fits  can 
make  all  the  difference. 


Ontug^ 


21 


The  Commercial-Investment  Professionals 


©1990  Century  21  Real  Estate  Corporation  as  tmstee  lor  the  NAF  "and™— trademarks  ol  Century  21  Real  Estate  Corporation,  Equal  Housing  Opportunity  ta   EACH  OFFICE  IS  INDEPENDENTLY  OWNED  AND  OPERATED. 


L  promise  to  keep  a  long  stay  in  tne  nospital  trom  necoming  a  rinancial  injury. 


L promise  to  make  concern  ror  tneir  loved  ones  go  beyond  "How's  tne  lamily?" 


A  promise  tnat  tne  end  or  a  career  won't  oe  tne  end  or  a  comidrtable  liiestyle. 


Nothing  binds  us  one  to  tne  otner  like  a  promise  kept.  Notning  divides  us  like  a  promise  nroken.  At  MassMutual 
we  believe  in  keeping  our  promises.  Tnat  way  all  tne  families  and  businesses  tnat  rely  on  us  can  keep  tlieirs. 

m 

MassMutual"^ 

O1990  Massachusetts  Mutual  Life  Insurance  Co,  Sprrngdeld,  MA  01111  \\G   Xiclp    VOU    KCCP    VOU  T    prOtlllSeS. 
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Georgia  Gulf,  are  going  further  by  buying  out  homeowners 
hving  near  chemical  plants,  minimizing  liability. 

The  industry  employs  more  than  1  million  workers — about 
5%  of  the  manufacturing  total — and  is  a  lynchpin  of  U.S. 
foreign  trade.  In  1989  chemical  firms  contributed  $22  billion 
to  the  national  accounts  (the  overall  deficit  is  $110  billion). 
But  even  this  export  market  is  vulnerable:  The  nature  of 


certain  commodity  chemicals  makes  the  market  attrac| 
for  emerging  industrial  countries  like  Taiwan  or  Korea, 
this  will  continue  to  put  pressure  on  the  U.S.  manufactur] 
Unlike  previous  years,  chemical  stocks  scarcely  benef j 
from  mergers  or  restructurings.  The  only  notable  acquisi( 
came  last  March,  when  Mitsubishi  bought  Aristech  Che 
cal  for  $970  million.  ■ 


Chemicals 

Net 

Profl 

Profitability 

Growth 

Sales 

income 

Return  on 

equity 

Sales 

Earnings 

per  share 

Return  on 

latest 

capital 

latest 

latest 

latest 

latest 

late^l 

5-year 

12 

latest 

Debt/ 

5-year 

•12 

5-year 

12 

12 

12 

12H 

average 

mos 

12  mos 

capital 

average 

mos 

average 

mos 

mos 

mos 

mo^l 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

%|P 

Diversified 

Union  Carbide 

32.2 

14.4 

9.2 

39.2 

NM 

-2.3 

NM 

-50.5 

8,596 

348 

4.1 

Dow  Chemical 

29.8 

19.0 

14.8 

32.9 

10.4 

7.1 

42.2 

-42.6 

18,890 

1,537 

8.1 

Valspar 

22.3 

22.8 

17.6 

23.3 

17.0 

13.6 

17.6 

18.3 

569 

25 

4.5 

A  Schulman 

20.8 

21.9 

20.1 

2.9 

17.0 

8.7 

24.9 

17.0 

679 

36 

5.3 

Quantum  Chemical 

17.8 

NE 

6.7 

93.6 

9.6 

-11.7 

61.0 

-91.3 

2,517 

30 

1,2 

Rohm  &  Haas 

17.6 

14.6 

10.7 

20.4 

5.9 

5.2 

8.4 

-3.4 

2,770 

191 

6.9 
1,6     f 

Univar 

15.1 

169 

II.5 

44.5 

24.8 

2.3 

14.2 

11.4 

1,389 

23 

EI  du  Pont  de  Nemours 

14.6 

13.1 

10.7 

21.3 

3.4 

7.1 

15.7 

-2.7 

37,428 

2,325 

6.2 

American  Cyanamid 

14.3 

14.4 

12.2 

14.5 

5.9 

-4.1 

14.9 

2.6 

4,584 

335 

7.3 

Monsanto 

14.0 

15.6 

11.4 

25.0 

6.0 

2.9 

24.1b 

-0.7 

8,800 

605 

6.9 

Olin 

12.3 

14.7 

10.3 

32.5 

5.7 

0.8 

22.9b 

-6.7 

2,552 

107 

4,2 

Hercules 

12.0 

def 

def 

21.3 

3.5 

2.8 

NM 

PD 

3,152 

-133 

dot 

BF  Goodrich 

9.9 

11.9 

9.8 

13.3 

-7.6 

-1.3 

142.0b 

-19.4 

2,431 

149 

6.1 

First  Mississippi 

9.5 

4.0 

4.0 

33.9 

8.5 

16.7 

NM 

-39.1 

530 

8 

1.5 

FMC 

4.3 

NE 

18.4 

86.8 

NM 

2.6 

37.1 

0.0 

3,564 

161 

4.5 

Medians 

14.6 

14.6 

10.7 

25.0 

5.9 

2.8 

17.6 

-3.4 

2,770 

149 

45l 

Specialized 

1 

Georgia  Cult 

78.4a 

31.4 

i9.i 

251.5 

14.7 

-17.3 

74.6a 

-45.6 

946 

118 

12.4B 

Vista  Chemical 

56.4 

NE 

17.2 

106.8 

9.3 

-7.7 

NM 

-35.4 

719 

59 

8.2  B 

Wellman 

41.7a 

20.6 

12.6 

45.2 

32.6b 

123.1 

52.0b 

20.6 

791 

66 

8.4  ■ 

Valhi 

34.5 

24.9 

12.1 

80.2 

52.4 

-19.3 

46.6 

-43.8 

1,817 

71 

3,9  f 

Sigma-Aldrich 

26.9 

22.8 

18.9 

16.1 

19.9 

23.1 

23.7 

12.7 

491 

68 

13.9  1 

Great  Lakes  Chemical 

23.1 

23.0 

25.4 

6.8 

25.0 

41.7 

30.9 

13.5 

1,003 

136 

13.5 

Freeport-McMoRan 

22.8 

90.5 

18.1 

43.2 

20.6 

-18.2 

23.6 

122.9 

1,669 

326 

19.6 

Loctite 

22.5 

25.0 

22.7 

11.1 

15.9 

14.8 

20.6 

12.3 

534 

65 

12.1 

Betz  Laboratories 

22.0 

22.3 

20.3 

0.0 

11.4 

13.8 

9.4 

16.0 

573 

63 

11.0 

Nalco  Chemical 

21.9 

27.0 

18.6 

6.2 

11.0 

11.5 

10.6 

13.1 

1,170 

128. 

11.0 

Ethyl 

21.1 

25.5 

15.5 

36.1 

11.3 

4.9 

23.7 

9.1 

2,482 

228 

9.2 

Chemed 

21.0 

11.9 

10.9 

14.1 

11.0 

0.6 

NM 

-23.1 

596 

20 

3.4 

Pall 

20.6 

17.8 

15.7 

10.9 

15.6 

13.6 

13.6 

13.9 

564 

66 

11.7 

Intl  Flavors  &.  Frags 

19.9 

19.9 

19.5 

0.0 

14.5 

8.1 

16.2 

9.9 

932 

152 

16.3 

Morton  International 

16.9 

14.9 

12.8 

19.1 

7.5 

20.6 

NM 

57.4 

1,736 

143 

8.2 

RPM 

16.6 

18.3 

def 

36.3 

19.3 

21.3 

12.6 

11.6 

469 

29 

6.1 

NCH 

16.5 

19.9 

18.7 

5.7 

12.3 

10.3 

25.2 

13.7 

645 

41 

6.3 

Lubrizol 

16.2 

27.1 

23.6 

6.6 

7.5 

11.2 

13.4 

20.6 

1,362 

174 

12.8 

Ferro 

14.8 

8.8 

8.9 

13.0 

12.0 

3.6 

33.4 

-32.8 

1,113 

33 

3.0 

Air  Prods  &.  Chems 

14.7 

15.8 

10.0 

31.4 

9.0 

9.6 

13.3 

2.7 

2,895 

230 

7.9 

Dexter 

14.0 

12.9 

10.4 

27.6 

7.5 

4.8 

7.0 

-2.9 

885 

41 

4.7 

HB  Fuller 

13.1 

10.4 

8.6 

31.9 

11.9 

4.6 

7.4 

27.8 

779 

19 

2.5 

Witco 

11.0 

5.4 

4.6 

26.2 

1.8 

0.4 

-6.8 

-61.4 

1,598 

28 

1.8 

MA  Hanna 

9.1 

9.8 

10.0 

17.4 

51.0 

3.7 

NM 

-42.3 

1,119 

54 

4.9 

WR  Grace 

9.0 

12.2 

9.8 

48.6 

NM 

7,9 

NM 

-14.9 

6,527 

211 

3.2 

Cabot 

5.9 

12.8 

9.8 

35.4 

3.2 

-13.6 

-33.9b 

396.4 

1,673 

71 

4.3 

Imcera  Group 

5.4 

8.3 

7.0 

46.2 

-6.1 

38.3 

NM 

-21.4 

1,489 

67 

4.5 

DeSoto 

1.0 

6.6 

6.4 

33.5 

NM 

5.7 

NM 

DP 

427 

6 

1.3 

Great  American  Mgmt 

0.5 

21.0 

14.7 

79.5 

60.1 

27.7 

NM 

500.0  + 

2,092 

41 

2.0 

Inspiration  Resource 

def 

0.8 

2.6 

26.3 

8.9 

2.5 

NM 

-87.0 

1,394 

4 

0.3 

IMC  Fertilizer  Group 

NA 

10.8 

9.3 

31.5 

3.4 

-6.9 

NA 

-32.1 

1,121 

86 

7.6 

Lyondell  Petrochem 

NA 

500.0  + 

49.8 

91.3 

5.3 

13.1 

NA 

NA 

5,835 

347 

6.0 

NL  Industries 

NA 

78.0 

19.0 

76.8 

17.5 

-7.8 

52.5 

-43.5 

919 

104 

11.3 

Rexene 

NA 

NE 

5.0 

116.8 

10.9 

-21.8 

NA 

NA 

513 

-13 

def 

Sterling  Chemicals 

NA 

54.3 

30.4 

35.2 

NA 

-12-9 

NA 

-39.5 

506 

59 

11.7 

Medians 

16.8 

18.3 

12.8 

31.5 

11.3 

5.7 

12.6 

9.9 

1,003 

66 

7.6 

Industry  medians 

16.5 

15.3 

11.8 

31.4 

10.4 

4.9 

13.9 

-0.4 

1,266 

68 

6.1 

All-industry  medians 

14.6 

12.1 

9.2 

32.6 

11.3 

6.6 

6.9 

-2.6 

1,282 

49 
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In  the  race  for  profit,  Iowa  quality 
gives  business  the  winning  margin. 

Iowa  winners,  including  Amana, 
Maytag  and  Winnebago,  credit  their 
success  to  Iowa's  quality  work  force 
—  the  third  most  productive  in  the 
nation,  according  to  the  U.S.  Depart- 
ment of  Commerce. 

Productivity  begins  in  the  class- 
room. And,  in  Iowa,  public  education 
is  synonymous  with  Iowa  quality 
Iowa  sets  the  pace  with  937o  of  the 
state's  schools  running  aheaci  of  the 
national  average  in  scholastic 
achievement. 

Iowa  quality  continues  after  the 
race  is  won,  with  an  easy  living  life- 
style, renowned  for  uncongested 
cities  and  a  crime  rate  that  runs  62% 
behind  the  national  average. 

For  free,  confidential  site  selection 
information,  call  Bob  Henningsen  at 
the  Iowa  Department  of  Economic 
Development:  1-800-245-IOWA. 
In  Iowa,  call  1-515-281-3000.  Or, 
write  to  200  East  Grand  Avenue, 
Des  Moines,  Iowa  50309. 


THETIME  IS  RIGHT 
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Some  of  the  best  computer 
companies  didnt  exist 
a  decade  ago. 


By  Julie  Pitta 


Last  year  was  brutal  for  computer  veterans  Data  Gener- 
al, Digital  Equipment,  Unisys  and  Wang  Laboratories.  Each 
based  much  of  its  fortunes  on  older  technology — mainframes 
and  minicomputers — and  failed  to  move  quickly  into  fast- 
growling  areas  like  workstations  and  microcomputers. 


Even  IBM  was  forced  to  break  with  tradition  and  initiate 
staff-reduction  program  in  late  1989.  Unisys  said  it  will  letg 
of  5,000  workers  by  mid- 1991.  Paternalistic  Digital  and  Hev 
lett-Packard  may  have  to  reconsider  their  "no  layoff"  pol 
cies.  Weaker  outfits  like  Data  General  and  Wang  will  find 
increasingly  difficult  to  go  it  alone.  In  December  at&lt,  it 
own  computer  business  failing,  began  a  hostile  bid  for  ncr, 


Running  the  right  program 


Back  in  1985  Compaq  Computer  Corp.  had  $500  mil- 
lion in  sales.  Only  five  years  later  Compaq's  revenues 
shot  over  the  $3  billion  mark  for  the  first  time.  Cofounder 
and  Chief  Executive  Joseph  Rodney  Canion  credits  the 
firm's  European  expansion  for  this  phenomenal  growth. 

Before  1984  Compaq  wasn't  even  a  player  in  Europe. 
Then  the  company  called  upon  Eckhard  Pfeiffer,  who 
headed  Texas  Instruments'  international  marketing  ef- 
forts before  Canion — also  a  ti  alumnus — hired  him  away 
in  1983.  Pfeiffer  explains  that  he  left  Houston  six  years  ago 
"with  a  plane  ticket  for  Munich  and  a  check  for  $20,000  in 
my  pocket."  By  then  the  European  market  was  crowded 
with  U.S.  companies  like  ibm,  Digital  Equipment  and 
Hewlett-Packard  as  well  as  nationals  such  as  Olivetti. 
Canion  worried  that  Pfeiffer  might  be  too  late. 

But  Canion's  fears  were  unfounded.  Pfeiffer  set  about 
creating  a  European  distribution  network  that  mirrored 
Compaq's  U.S.  operations.  And  he  helped  convince  Can- 
ion to  build  a  plant  in  the  U.K.  Compaq's  international 
revenues  are  expected  to  reach  $2  billion  in  1990,  with 
93%  of  that  coming  from  Europe.  According  to  Inteco,  a 
British  market  research  firm,  Compaq  now  has  a  14% 
share  of  the  European  market — second  only  to  ibm — and  it 
is  gaining. 

Compaq  moved  first  into  established  countries  like 
France,  West  Germany  and  the  U.K.  Pfeiffer  won  over  large 
dealers  with  joint  marketing  programs  and  superior  ser- 
vice. Today  Compaq  has  established  wholly  owned  subsid- 
iaries in  all  Western  European  countries,  excluding  Portu- 
gal and  Greece  Pfeiffer's  international  organization  num- 
bers 3,000  employees. 

But  don't  look  for  Compaq  to  leap  into  Eastern  Europe  or 
the  Soviet  Union,  as  many  others  are  promising  to  do.  "It 


takes  time  to  remove  barriers,"  says  Pfeiffer.  "For  exam- 
ple, in  Russian  and  many  Eastern  European  companies  you 
cannot  have  majority  ownership.  Who  would  want  to 
make  that  kind  of  investment  without  being  able  to  pro- 
tect it?"  Compaq  will  move  deliberately.  Says  Canion: 
"We've  done  it  carefully  and  slowly,  but  we  did  it." — J.P. 


Eckhard  I'JeiJJer  uj  Cumpcuj  Computer 
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As  eveiy  teacher  and  parent  inevitably  discovers, 
there  is  a  curious  truth  to  curiosity:  It  often  defies  their  best 
efforts  to  inspire  it. 

Yet,  many  of  these  same  teachers  and  parents  can 

tell  of  magic  moments 
when,  exposed  to 
new  facts  or  fresh 
experiences,  young 
minds  awaken. 

Aroused,  they 
become  eager  to  know 
all  we  can  teach. 

That's  why  since 
1976,  we've  ftinded 
and  provided  free-loan  educational  films  to  schools,  to 
encourage  learning  And  to  show  where  learning  can  lead. 
Already  millions  of  students  have  seen  'American 
Enterprise,"  an  exciting  profile  of  U.S.  economic  history;  "The 
Search  for  Solutions"  on  science  and  problem  solving;  and 
"The  ChaUenge  of  the  Unknown,"  covering  mathematics,  all 
in  an  entertaining  and  involving  way 

We  don't  have  all  the  answers  for  stimulating  the 
curiosity  of  every  young  person  who  sees  these  films. 
But  we  hope  to  provide  the  new  fact  or  fresh  experience 
that  might  serve  as  the  first  step. 

PHILLIPS  PETROLEUMCOMPANY© 


To  obtain  these filmsjoryourhcal  school,  write  to  Educational  Films,  Phillips  Petroleum  Company,  16C-4PB,  Bartlesville,  OK  74004. 
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1991  SEDAN  DE  VILLE 


Zl 


Malcolm  Baldrige 

National 
Duality 
Award 


^H^1990 


Winner 


Let's  get  It  together, ,  buckle  up. 
?  1990  CM  Corp.  All  R]gl\ls  R.-scrved, 
SEDAN  DE  VILLE, 


SUBSTANCE  BEHIND  THE  STYL 


Cadillac  is  dedicated  to  your  total  satisfacti(  \ 
That's  why  we  offer  a  portfolio  of  ownershi  ^^^ 
services  so  complete,  the  U.S.  Government  '^ 
recently  awarded  Cadillac  America's  highes  * 
quality  honor:  the  1990  Malcolm  Baldrige  '^ 
National  Quality  Award.  ^^ 

•  It's  why  Cadillac  has  earned  the  highest  r  'P 
ing  among  American  car  lines  for  customer  ^ 
satisfaction  and  sales  satisfaction  for  four  y«  ^^ 
in  a  row.i  And  it's  why  Cadillac  ranks  numb 
one  in  owner  loyalty  among  leading  luxury  ( 


i 


I     _      1 


S      T      Y      L      E 


mericafe  highest  quality  honor. 


)-deductible  4-year/50,000-mile 
Key  Bumper  to  Bumper  warranty 

;  every  component,^  including  the  4.9 
;  8  standard  on  most  Cadillacs— EPA 
;ated  26  MPG  highway 
idillac's  exclusive  24- 
Zonsumer  Relations 
■r  provides  you  with  an 
diate  response  or  action 
i  Cadillac  specialist. 

E     ONLY     WAY     TO     TRAVEL     IS 


Cadillac  Roadside  Service,  provides 
factory-trained  on-the-spot  assistance  when 
you  need  it  the  most— nights,  weekends 
and  holidays. 


Please  calll-800-333-4CAD 
for  product  literature  and 
the  location  of  your 
nearest  Cadillac  dealer. 


'Source:  J.D.  Power  and  Associates  1987-1990  Customer  Satisfaction  with 
Product  Quality  and  Dealer  Services^.    J.D.  Power  and 
Associates  1987-1990  New  Car  Sales  Satisfaction  Indexj^,. 
^AccordinetoanR.L.  Polk  &  Co.  study  of  initial  retail  purchasers  of 
leading  1989  luxury  cars. 

'Except  tires,  which  are  covered  by  their  manufacturer.  And  the  battery, 
whicn  is  covered  by  its  own  4-year/50,000-mile  pro-rated  warranty 
period.  See  your  dealer  for  terms  of  this  limited  warranty. 


CADILLAC      STYLE, 
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"You  can't  innovate  at  your  own  pace,"  says  Edward  Zan- 

war among  the  iBM-clone  makers  continued  to  intens 

fl 

der,  marketing  vice  president  at  Sun  Microsystems,  the  work- 

Even Apple  played  the  pricing  game  with  a  low-cost  vers 

station  maker.  Yet  the  U.S.  mainframe  business — dominated 

of  its  Macintosh. 

by  IBM — still  generated  an  estimated  $13  billion  in  sales. 

Chip  supplier  Intel  fared  better  than  many  PC  manufact 

The  most  vibrant  computer  market  was  the  one  for  person- 

ers. The  market  migrated  to  Intel's  proprietary  family. 

al  computers.  It  was  fueled  by  demand  for  portable  comput- 

80386 microprocessors.  But  Intel,  too,  may  be  subjected 

ers,  networking  and  "user-friendly"  software.  The  pricing 

competition.  It  is  now  locked  in  a  legal  battle  against  l\ 
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latest 
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latest 
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latest 
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latest 
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5-year              12 

12 

12 

12 

average          mos 

12  mos        capital 

average          mos 

average          mos 

mos 

mos 

mos 
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%                % 

%                % 

%                % 

%                % 

$mil 

$mil 

% 

Hardware 

\ 

Conner  Peripherals 

46.4b           40.3 

30.9               9.8 

NA            99.0 

NM            130.7 

1,145 

97 

8,5     I 

Everex  Systems 

44.3             20.9 

19.8               6.6 

110.4a           15  7 

81.3a             13.2 

437 

24 

5,6  ■ 

Compaq  Computer 

42.7             30..S 

26.5               4.0 

56.8             22.9 

79.6              11.1 

3,385 

399 

11,8  ■ 

Mark  IV  Industries 

40.9             36.2 

14.2             78.3 

74.2          -10.2 

62.5             175.5 

848 

61 

^'^  P 

Apple  Computer 

37.2             32.0 

25.7               0.0 

28.7               5.2 

55.0                6.8 

5,558 

475 

8,5 

1 

Merisel 

29.8               69 

6.9             52.8 

31.7             76.0 

42.6b          -63.6 

1,024 

3 

0,3 

1 

Micron  Technology 

27.4                1.0 

1.6             12.6 

44.6          -25.3 

NM            -95.4 

Hi 

5 

1,5 

y 

Cray  Research 

24.8             21.7 

18.4             14.9 

27.0             12.0 

17.5               13.6 

880 

132 

15,0 

EG&G 

23.5             20.9 

20.1               2.1 

8.4             41.4 

5.1                 7.2 

2,283 

72 

3,2 

Premier  Industrial 

23.1             32.8 

30.2               2.4 

8.8               4.1 

16.3               10.4 

631 

76 

12,0 

Sun  Microsystems 

22.5              15.7 

14.2             25.6 

102.8            36.0 

67.2            145.6 

2,605 

132 

5,1 

Seagate  Technology 

21.0              17.3 

12.8             38.9 

44.9             84.1 

NM              11.2 

2,664 

108 

4,0 

Western  Digital 

20.0               7.9 

6.7             29.1 

56.9               7.9 

NM            -30.5 

1,071 

24 

2,3 

AMP 

19.9              17.8 

16.6               3.8 

11.5               4,7 

16.6             -18 

2,945 

290 

9,8 

3Com 

19.7a            11.1 

10.9               0.3 

75.4             11,0 

71.0            -13.4 

436 

24 

5,6 

Amdahl 

18.9               13.8 

12.1               3.7 

24.3               5.9 

47.5              -6.9 

2,140 

164 

7,7 

Quantum 

18.8             ?,?,.?, 

36.8               0.0 

27.9             78.1 

10.4              66.5 

596 

59 

9,9 

Vishay  Intertech 

18.8              17.8 

11.2             43.7 

54.1               6.9 

22.4              22.3 

440 

22 

5,0 

NCR 

18.4             20.3 

17.2             10.7 

9.0              3.4 

13.1                 9,0 

6,178 

405 

6,6 

Thomas  ik  Betts 

18.1              14.2 

12.6             12.2 

13.0             10.8 

8.2            -14,1 

593 

48 

8,1 

AST  Research 

17.6             30.5 

21.0             12.2 

46.2             20. 1 

NM               D-P 

556 

44 

7,9 

Molex 

17.0              14.2 

13.9               1.5 

20.2               7.8 

12.8              14,2 

622 

64 

10,4 

Intel 

16.7             22.0 

20.6               8.8 

18.4             27.4 

NM              60,8 

3,770 

609 

16,2 

Digital  Equipment 

16.2               def 

def               1.8 

18.6            -0.2 

29.0               P-D 

12,905 

-50 

def 

Hewlett-Packard 

16.2             13.4 

12.3               2.1 

14.6             11.2 

10.3            -13,1 

13,233 

739   ' 

5,6 

Marshall  Industries 

16.1              14.9 

12.6             27.2 

16.7               6.3 

17.0                7,9 

563 

20 

3,6 

Maxtor 

16.1              12.3 

9.9             36.3 

61.7             57.3 

NM            109,1 

652 

-     20 

3,1 

Applied  Materials 

15.6              15.9 

15.2             13.5 

25.0             20.3 

NM            -22,1 

568 

43 

7,5 

Dynatech 

15.4              11.5 

9.8             38.6 

16.2             17.4 

-6.4              35,0 

471 

16 

3,3 

Texas  Instruments 

15.4               0.9 

1.9             21.2 

4.4               0.7 

48.8b          -94,1 

6,532 

53 

0,8 

Intergraph 

15.3              10,6 

10.4               1.2 

15.7             18.4 

4.6              -9,5 

984 

67 

6,8 

SCI  Systems 

14.1                8.7 

6.9             61.8 

16.4             12.3 

10.8             118.2 

1,179 

15 

1,3 

Northern  Telecom 

13.8              15.4 

12.4             17.3 

11.4             14.1 

NM            142.3 

6,675 

441 

6,6 

IBM 

13.8              10.8 

8.5             20.1 

6.4               5.1 

-7.8            -22.9 

66,419 

4,150 

6,3 

Tandem  Computers 

13.7              11.0 

10.8               2.5 

26.2             14.3 

22.2              -3.4 

1,866 

122 

6,5 

Motorola 

1?..^              13.7 

11.8             15.2 

12.6             15.5 

20.1                5,8 

10,603 

522 

4,9 

Scientific-Atlanta 

U.7             15.0 

14.9               0.8 

6.1               5.4 

NM                8,6 

598 

41 

6.9 

Carlisle  Cos 

11.5              10.5 

10.3             18.9 

2.6               7.0 

NM                4,2 

602 

22 

3,6 

Silicon  Graphics 

(0.8              16.9 

15.4             13.0 

88.0            46.8 

94.6b          104,4 

449 

37 

8,2 

Analog  Devices 

iO.O               3.2 

3.0               1.0 

8.6              0.0 

NM            -70,4 

458 

11 

2,4 

MAI  Systems 

9.0a             0.9 

6.2             57.2 

10.0          346.1 

NM              D-P 

653 

3 

0.4 

Perm  Central 

6.9               5.7 

5.9             21.8 

-10.8            20.2 

NM            -32,8 

2,072 

103 

5.0    J 

Wyle  Laboratories 

6.9             12.6 

10.3             25.5 

6.9              8.7 

20.9b            98,4 

442 

12 

2.8 

Avnet 

6.4               7.7 

7.1             20.6 

4.1             -6,1 

NM              -1,2 

1,752 

58 

3.3 

Bell  Industries 

6.0               8.0 

7.9             20.9 

8.0             -2.7 

NM              53,8 

398 

8 

2.1 

Harris  Corp 

6.0             12.0 

10.3             21.0 

NM            21.7 

-17.6            352,9 

3,049 

123 

4,0       ' 

Varian  Associates 

5.1               def 

0.2             14.9 

7.4            -6.5 

NM               P-D 

1,256 

-4 

def 

Perkin-Elmer 

3.6               7.8 

6.9             13.3 

-6.5              6.8 

NM              DP 

838 

44 

5.3 

Tektronix 

3.2               def 

def             26.4 

1.0            -0.7 

-25.5               P-D 

1,417 

-81 

def 

M/A-Com 

1.1               def 

def             45.8 

-13.6          -15.1 

NM               P-D 

375 

-105 

def 

LSI  Logic 

1.0               3.3 

5.0             31.2 

43.4             15.5 

NM              D-P 

610 

10 

1,6 

Unisys 

1.0               def 

def             41.1 

18.7               1.4 

NM              D-D 

10,147 

-314 

def 

Teradyne 

0.1               def 

def             11.8 

6.6            -9.6    . 

NM               P-D 

450 

-22 

def 

Itel 

def              2.7 

6.2             83.8 

85.3             11.1 

NM              82,6 

2,256 

27 

1,2 

Advanced  Micro 

def              def 

1.1              15.3 

3.3               1,0 

NM              D-D 

1,079 

1 

0,1 

D-D:  Deficit  to  deficit.     D-P'  Deficit  to  iiiofii      P-D;  Profit  to  deficit,     def:  Deficit, 

.NA;  Not  a\:iilable,     NE:  Negative  equit>-,     NM:  Not  meaningful,     x.  Hour-year  aver.ige 

b:  Three-year  average.     For  lurther  explanalion,  .see  page  9S. 

Suuixc'S:  h'oRims:  Value  l.hic  Data  Base  Service  via  l.oliis  CD  hiveslmciU 
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INTRODUCING  JAPAN, 

AaTH  DAILY  747  SERVICE 

TO  NAGOYA. 

Starting  February  1st,  America  West 
vOl  fly  you  across  the  Pacific  like  never 
)efore. 

From  any  America  West  city  we'll 
=t  you  to  Nagoya,  Japan  via  Honolulu. 


Nagoya  is  a  convenient  gateway  to  Tokyo 
as  well  as  to  other  bustling  centers  of 
commerce. 

On  America  West,  you  can  even 
mix  business  with  pleasure  by  stopping 
in  Hawaii  before  continuing  on  to 
Japan.  On  your  way  you'll  be  able  to 
enjoy  America  West's  elegant  First 
Class,  extraordinary  Business  Class 
or  our  popular  Economy  service. 


For  reservations  on  any  of  our  more 
than  650  daily  flights  to  over  55  cities, 
call  your  Travel  Agent  or  America  West 
Airlines  at  800-247-5692. 

^AmericaW^st 

Across  the  US.  and  Pacific,  wtiat  we  serve  is  you.'" 


AmeiicaWest  meets  East. 


vanced  Micro  Devices,  which  has  come  up  with  a  reverse- 
engineered  version  of  the  386  chip. 

The  large  installed  base  of  personal  computer  users  didn't 
curb  their  voracious  demand  for  software.  Microsoft  intro- 
duced a  more  versatile  version  of  Windows,  a  graphical  user 
interface  program  that  uses  pictures  instead  of  typed  key- 
board commands.  Microsoft  earned  $317  million  on  sales  of 
$1.3  billion,  making  it  only  the  second  software  company  to 
top  $1  billion  in  sales.  Despite  healthy  earnings  growth, 
Lotus  Development  began  to  feel  the  pinch  from  Microsoft's 


Excel  and  Borland  International's  Quattro  Pro — spreadsl: 
programs  that  rival  Lotus  1-2-3. 

Telecommunications  companies  should  benefit  from 
opportunities  abroad,  fapan,  the  Soviet  Union,  France, 
many  and  Great  Britain  are  all  candidates  for  major  upgral 
to  their  telephone  networks.  Eastern  European  countries! 
serious  need  of  new  telephone  equipment,  offer  signific| 
potential.  Deregulation,  pioneered  in  the  U.S.,  is  being 
braced  elsewhere.  New  long-distance  carriers  are  emerging 
Germany,  Japan,  England  and  Canada.  ■ 
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Natl  Semiconductor 

def 

def 

def 

.V8 

3.4 

7.,S 

NM 

D-D 

1,720 

-169 

def 

Atari 

def 

6.0 

4.7 

46.8 

31.6a 

6.1 

NM 

D-P 

430 

5 

1,2 

Arrow  Electronics 

def 

4.4 

6.7 

55.8 

9.2 

5,0 

NM 

DP 

974 

10 

1,0 

Zenith  Electronics 

def 

def 

def 

29.5 

NM 

-24,2 

NM 

D-D 

1,475 

-65 

def 

Wang  Laboratories 

def 

def 

def 

55.2 

6.6 

-10,4 

NM 

D-D 

2,464 

-651 

def 

i 

Data  General 

def 

def 

def 

12.3 

2.7 

-7,5 

NM 

D-D 

1,216 

-140 

def 

Sprague  Technologies 

def 

def 

def 

21.4 

-6.9 

-19,7 

NM 

D-D 

319 

-47 

del 

Datapoint 

def 

def 

def 

53.2 

-10.1 

-14.5 

NM 

D-D 

267 

-89 

def 

Control  Data 

def 

def 

def 

30.6 

-3.6 

-46.6 

NM 

D-D 

1,785 

-170 

def 

TIE/communications 

def 

def 

def 

43.6 

-13.1 

-30,7 

NM 

D-D 

165 

-57 

def 

Storage  Technology 

def 

15.5 

12.4 

31.0 

5.4 

16,0 

-28.2b 

31,6 

1,101 

59 

5,4 

Medians 

13.8 

10.9 

10.1 

18.1 

12.6 

7.2 

NM 

6.3 

1,048 

26 

3.6  1 

Software 

Oracle  Systems 

50.6 

20.9 

19.4 

30.2 

124.4 

49,5 

NM 

-23,1 

999 

70 

7,0  K- 

Microsoft 

50.4 

39.5 

42.9 

0.0 

55.4 

52,8 

56.7 

60,9 

1,318 

317 

24,1   Kj 

Novell 

46.6 

31.2 

27.0 

14.9 

87.7 

18,1 

61.9 

81,3 

468 

76 

16,2  ■ 

Lotus  Development 

36.1 

29.3 

18.8 

31.9 

28.8 

25,0 

18.1 

73,5 

648 

84 

13,0  H 

Computer  Associates 

30.4 

17.1 

15.4 

2.2 

45.0 

5,8 

49.4 

8,3 

1,276 

169 

13,2  1 

r 

Automatic  Data 

19.4 

20.8 

17.9 

6.5 

13.8 

2,4 

19.5 

13,9 

1,725 

216 

12,5   1 

General  Motors  EDS 

17.3 

11.2 

20.0 

8.3 

32.3 

9,7 

35.8 

16.4 

5,747 

483  . 

8,4   f 

First  Financial  Mgmt 

16.8 

13.1 

8.1 

67.9 

94.9 

73,6 

46.9 

19,1 

1,218 

66 

5.4   1 

Computer  Sciences 

15.2 

14.3 

12.7 

19.3 

15.6 

13,7 

17.9 

18,8 

1,614 

66 

4,1   T 

Medians 

30.4 

20.8 

18.8 

14.9 

45.0 

18.1 

35.8 

18.8 

1,276 

84 

12.5 

Telecommunications 

■*. 

Centel 

24.9 

25.4 

12.4 

47.7 

-3.5 

23,0 

22.3 

19,4 

1,296 

280 

21,6 

MCI  Communications 

24.0 

17.6 

10.4 

45.4 

26.3 

19.3 

NM 

-49.5 

7,387 

315 

4.3 

' 

Alltel 

17.3 

16.8 

11.2 

38.3 

14.3 

32,6 

12.6 

11.6 

1,559 

185 

11,9 

^ 

Cincinnati  Bell 

17.1 

15.3 

9.4 

35.2 

15.8 

10.2 

16.6 

0.0 

957 

88 

9.2    W 

United  Telecom 

15.9 

15.8 

8.0 

50.3 

22.0 

12,5 

NM 

-49.1 

8,195 

339 

41 

- 

Amentech 

15.9 

15.7 

9.2 

27.9 

3.8 

4,5 

6.6 

7,5 

10,571 

1,299 

12,3 

Contel 

15.0 

12.7 

8.3 

56.7 

5.3 

7.2 

NM 

-16,4 

3,356 

212 

6.3    f 

So  N  England  Telecom 

14.8 

n.5 

6.9 

33.6 

5.8 

-2.1 

8.6 

-25,2 

1,636 

138 

8.4    L 

Pacific  Telesis 

14.6 

14.0 

8.4 

30.0 

4.0 

2,1 

6.8 

2,1 

9,750 

1,156 

11,9    ■ 

BellSouth 

14.4 

13.3 

8.5 

27.4 

8.1 

2,5 

4.3 

3,7 

14,310 

1,740 

12,2 

1 

GTE 

14.4 

17.0 

8.7 

40.4 

3.1 

6.7 

5.9b 

12,1 

18,259 

1,519 

8,3 

US  West 

14.3 

13.8 

7.9 

32.0 

5.7 

3.8 

6.3 

11,1 

9,859 

1,195 

12,1      ■ 

Bell  Atlantic 

13.8 

12.1 

7.1 

34.1 

6.9 

6,6 

3.2 

-13.8 

12,082 

1,134 

9.4 

Rochester  Telephone 

13.7 

11.0 

7.1 

38.5 

8.5 

8.4 

NM 

-20,1 

588 

48 

8.2 

Southwestern  Bell 

13.2 

12.8 

8,0 

27.5 

3.4 

4,6 

3.3 

2,5 

8,990 

1,131 

12.6 

Nynex 

12.5 

8.9 

6.2 

32.8 

6.9 

3,4 

NM 

-29,8 

13,532 

845 

6.2 

American  Tel  &.  Tel 

8.6 

21.3 

13.1 

32.4 

1.2 

1,1 

18.5 

DP 

36,573 

2,742 

7,5 

DSC  Communications 

7.0 

12.0 

9.2 

36.7 

5.9 

24,2 

35.0b 

52,0 

494 

32 

6.6 

McCaw  Cellular 

def 

41.3 

25.3 

58.4 

105.4 

100,8 

NM 

DP 

890 

462 

51,9 

Western  Union 

def^ 

NE 

def 

NE 

-10.0 

-10,6 

NM 

D-D 

591 

-86 

def 

Communications  Trans 

defb 

NE 

def 

82.2 

77.8 

-2,9 

NM 

D-D 

401 

-64 

def 

Medians 

14.4 

13.8 

8.4 

35.2 

5.9 

6.6 

4.3 

2.1 

7,387 

339 

8.4 

Industry  medians 

14.7 

12.8 

9.6 

23.7 

12.6 

7.3 

-1.6 

7.0 

1,217 

60 

5.5 

All-industry  medians 

14.6 

12.1 

9.2 

32.6 

11.3 

6.6 

6.9 

-2.6 

1,282 

49 

4.0 

D-D:  Deficit  to  deficit.     DP:  Defic 

t  to  profit. 

^-D:  Profit  t 

o  deficit      dt 

f:  Deficit. 

NA:  Not  available,     NE: 
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1      a:  Four-year  a\'erage. 

b:  Three-year  average.     l-"or  funhe 
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We  will  work  with  you  to  make  your  operation  in  France 

a  successful  one. 


NEW  YORK 

CHICAGO 

LOS  ANGELES 

HOUSTON 

TEL:  212-757-9340 

TEL:  312-661-1640 

TEL:  213-879-0352 

TEL:  713-525-1565 

FAX:  212-245-1568 

FAX:  312-661-0623 

FAX:  213-785-9213 

FAX:  713-526-3802 

CONSTRUCTION 


Don  V  expect  the  building  slumj. 
to  end  until  mid-1991  at  the 
earliest.  When  the  recovery^  doe. 
come,  it  will  be  mild  and  led, 
as  usual,  by  housing. 


By  Claire  Poole 


Just  as  the  already  sick  construction  sector  began  to 
stabilize  in  mid- 1990,  recession  took  it  down  again  in  the 
fourth  quarter  and  for  the  year.  According  to  McGraw-Hill's 
Construction  Information  Group,  total  contracts  dropped  an 
estimated  9%  last  year,  to  $245  billion. 

Yet  the  outlook  is  not  entirely  drear.  George  Christie,  chief 
economist  of  McGraw-Hill's  forecasting  group,  thinks  a  mild 
recovery  is  not  too  many  months  around  the  corner.  While 
Christie  is  projecting  another  drop  of  2%  for  all  of  1991,  he 


believes  building  contracts  will  begin  to  rebound  in  the  th 
quarter  to  their  mid- 1990  levels.  For  1992  Christie  expect 
15%  increase. 

Why?  Falling  interest  rates,  mainly.  The  fortunes  of 
construction  sector  won't  improve  without  a  rebound 
housing,  the  biggest  contributor  to  the  group.  In  Octo 
construction  of  homes  and  apartments  dropped  to  the  low 
level  since  June  1982.  But  by  mid- 199 1,  if  mortgage  ra 
work  their  way  down  to  as  low  as  9%  and  the  economy  is 
the  mend,  housing  could  show  a  slight  bounce.  By  H 
housing  contracts  could  begin  to  grow,  but  at  around  1Q°A 
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Company 


Profitability 


Return  on  equity 
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Return  on 
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Sales 
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Commercial  builders 

Blount 

Apogee  Enterprises 

Jacobs  Engineering 

Rouse 

Centex 


17.9 
17.4 
17.0 
16.2 
12.3 


7.8 
16.7 
23.4 

def 
13.5 


6.9 
13.9 
22.1 

4.8 
10.7 


34.8 
26.3 
0.0 
93.4 
20.7 


NM 
21.1 
39.4 
20.6 
10.7 


-25.0 

16.3 

11.1 

6.0 

15.9 


26.3 

18.7 

66.1a 

-18.4 

8.9 


-81.8 
14.4 
34.7 
P-D 
13.9 


665 
603 

882 

512 

2,255 


12 
16 
14 
0 
62 


1.9 
2.7 
1.6 
def 
2.8 


Butler  Manufacturing 

Fluor 

Perini 

CBI  Industries 

Turner  Corp 


7.5 
5.9 
5.7 
2.8 
0.9 


1.10 
18.5 
3.4 
10.0 
13.1 


■^.6 

16.7 

3.4 

7.8 

10.8 


57.0 
5.9 
31.4 
26.1 
48.3 


7.0 
6.6 
1.2 
9.4 
15.4 


-7.1 
14.9 
25.9 
6.3 
-5.3 


28.1 

NM 
NM 
53.4b 
-30.8 


-48.1 
29.5 
156.8 
133.7 
500.0  + 


574 
7,142 
1,014 
1,556 
3,357 


7 

135 

7 

52 

9 


1.2 
1.9 
0.7 
3.4 
0.3 


Morrison  Knudsen 
Guy  F  Atkinson 
LVI  Group 
Wheelabrator  Tech 


def 
def 
def 

NA 


13.2 
def 
def 
8.0 


12.8 
def 
def 

4.2 


37.7 

3.9 

102.7 

62.7 


NM 
NM 
61.8 
15.6a 


-19.0 

4.0 

-24,2 

-20.1 


NM 
NM 
NM 
NA 


DP 

D-D 

D-D 

-16.8 


1,733 
879 
367 

1,220 


34 

-5 

-34 

45 


1.9 
def 
def 

3.7 


Medians 


5.9 


11.6 


7.7 


33.1 


10.0 


5.0 


-18.4 


14.2 


948 


13 


1.8 


Residential  builders 

Ryl.and  Group 
Kaufman  &.  Broad  Home 
PHM 
Lennar 


27.7 
26.6b 
13.6 
12.2 


15.0 
29.9 
11.5 

7.4 


7.0 

14.5 

7.5 

5.0 


93.2 
61.2 
83.1 
54.0 


26.1 
38.3 

NM 
21.7 


2.1 

51.6 

-11.1 

-8.1 


33.6 
27.6a 
18.3 
33.0 


-7.3 
-45.1 
-32.1 


1,375 

1,521 

1,105 

396 


36 

67 
35 
19 


2.6  I 

4.4 
3.2 
4.8 


Skyline 
US  Home 
MDC  Holdings 


10.1 
def 
def 


6.1 
def 
def 


6.1 
def 
def 


0.0 
61.6 
70.1 


NM 
-8.5 
26.2 


-2.0 
-11.6 
-29.7 


16.4 

NM 
NM 


-38.7 
D-D 
D-D 


372 
621 
563 


9 
-23 
-64 


2.5 
def 
def 


Medians 


12.2 


7.4 


6.1 


61.6 


21.7 


-8.1 


18.3 


-38.7 


621 


19 


2.6 


Industry  medians 


10.0 


7.0 


48.3 


10.7 


-2.0 


12.7 


-16.8 


882 


14 


1.9 


All-industry  medians 


14.6 


12.1 


9.2 


32.6 


11.3 


6.6 


6.9 


-2.6 


1,282 


49 


4.0 


D-D;  Deficit  to  deficit      O-P:  Deficit  to  profit,     I'D;  I'lofit  to  deficit      def  Deficit        NA;  Not  available,       NH;  Ncgati\e  equip,',       NM:  Not  meaningful,     a;  l-ouryea 
average,     b;  Three-\c.ir  a\erage      for  further  explanation,  see  page  95, 

Sources  h'oKiiis:  Value  lj)it'  Data  liase  Service  via  Lotus  CD  Itivestmetih 
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EUROPE  lUmiTS  TO  en 


illl 

IDUCnVE 

For  the  past  200  years,  the  Constitution  and  the  Bill 
of  Rights  have  been  the  blueprint  for  the  most  productive 
system  of  government  on  earth.  To  copy  it,  you'll  need 
another  system  that  delivers  just  as  reliably:  The  Lanier 
Copier  System.  It's  guaranteed  to  be  up  and  running  98% 
of  the  time.  And  you'll  get  a  loaner  forthe  time  it's  not. 


And  you'll  get  a  24-hour-toll-free  Hot  Line  for  any  ques- 
tions. So  for  more  productivity,  call  1-800-852-2679. 

And  get  up  and  running  without  a  lot  of  red  tape. 


Name: 

Address: 
City: 


_  Company: 


^^ 


.State: 


.  Zip: . 


.  Phone: 


COPYING      SYSTEMS 


Mail  to  Lanier  Information  Center,  P.O.  Box  785  Dayton,  Ohio  45401  or 
Fax  to:  (513)252-9703. 
S  HARRIS 


Please  send  me  free  information  about  Lanier: 
n  Copiers  D  Fax  CD  Dictation 

FRB  17-91 


nothing  near  the  50%  surge  of  the  last  big  housing  recovery 
that  began  in  1983.  Blame  fading  demographics  and  past 
overbuilding. 

In  the  near  term,  the  only  region  showing  gams  in  housing 
will  be  the  southern  central  states,  which  could  see  9% 
advances  in  both  single-  and  multifamily  housmg  contracts 
in  1991.  This  would  bode  well  for  Ryland  Group  and  Centex 
Corp.,  both  big  home  builders  in  Texas.  Conversely,  compa- 
nies concentrated  mainly  m  California,  like  Kaufman  &. 
Broad  Home  Corp.,  will  recover  much  later. 

Look  for  an  advance  in  institutional  building,  including 
schools  and  prisons,  where  new  contracts  grew  4%  last  year 
and  should  grow  another  1%  this  year,  to  $39  billion.  The 
companies  with  the  best  prospects  here  include  Fluor  Corp., 
which  is  already  building  a  prison  in  Texas. 


Commercial  building,  in  for  another  down  year  in  19 
will  take  longer  to  revive.  Coldwell  Banker  reports  that  ail 
June  1990  six  major  American  cities  had  office  vacancy  li' 
in  excess  of  20% .  And  nationwide,  1 7%  of  the  available  oft 
space  lies  unoccupied.  Troubles  in  the  retailing  sector  . 
hurting  builders  and  developers  of  shopping  centers  l| 
Rouse  Co.,  one  of  the  largest  public  firms  in  this  businesij 

Expenditures  on  public  works  projects  held  steady  in  19! 
But  state  and  local  government  budgets  are  now  under  pi, 
sure;  despite  the  need  for  infrastructure  rebuilding,  this  s, 
ment  is  likely  to  shrink  4%  this  year — the  first  time  in 
years — because  of  budgetary  restraints.  Public  works  \i 
probably  not  rebound  until  1994,  with  the  potential  for  d 
ble-digit  gains.  Maybe  by  then  recession  will  be  a  fai 
memory.  ■ 


The  virtues  of  diversification 


Ieslie  McCraw,  vice  chairman  of  Fluor  Corp.  in  Irvine, 
I  Calif.,  recently  heard  an  interesting  analogy  that  rein- 
forces his  view  about  doing  business  in  China.  "It's  like  a 
glacier,"  says  the  affable  engineer  from  South  Carolina. 
"The  top  layer  may  appear  to  be  moving  very  slowly,  but 
the  layer  underneath  is  moving  faster  than  you  think." 

McCraw  is  a  witness.  Fluor,  one  of  the  world's  leading 
engineering  and  construction  firms,  has  worked  on  about 
50  projects  in  China  and  is  currently  involved  in  about  a 
dozen  there,  including  construction  of  an  auto  factory. 

Fluor's  China  projects  show  how  the  company  itself  has 
changed,  both  here  and  abroad.  Ten  years  ago  90%  of 
Fluor's  backlog  came  from  constructing  huge  oil  refineries 
and  petrochemical  plants  worldwide.  When  oil  prices  be- 
gan to  slide  in  1982,  so  did  Fluor's  backlog — which  shrank 
from  $16  biUion  in  1981  to  $4  billion  by  1984.  By  1985 
Fluor  was  losing  $633  million  on  $4  billion  in  sales. 

So  in  1986,  to  better  diversify,  Fluor  reorganized  into 
five  market  sectors — process,  power,  industrial,  hydrocar- 
bon and  government.  The  plan  worked:  After  losing  anoth- 
er $60  million  in  1986,  Fluor  turned  a  $26  million  profit  in 
1987  and  never  looked  back.  In  fiscal  1990  (ended  Oct.  31) 
earnings  grew  35%,  to  $147  million,  on  over  $7  billion  in 
revenues.  Fluor's  backlog  now  reaches  nearly  $10  billion. 

Given  the  malaise  in  U.S.  construction,  Fluor  is  rated 
one  of  the  few  buys  among  construction  analysts — primar- 
ily because  of  its  hydrocarbon  projects  abroad.  Some  ana- 
lysts are  predicting  profit  gains  of  around  30%  a  year 
through  fiscal  1992.  Advises  First  Boston's  Deborah 
Thielsch:  "You  want  to  buy  companies  that  do  a  lot  of 
hydrocarbon  work  and  have  overseas  exposure." 

Fluor  has  always  had  an  international  presence,  but 
prior  to  1986  its  primary  focus  was  on  hydrocarbon  facili- 
ties. While  Fluor  operates  in  as  many  as  80  countries,  it's 
as  likely  to  be  working  on  an  automotive  plant  in  Canada 
or  a  paper  mill  in  England  as  a  refinery  in  Saudi  Arabia. 
McCraw's  goal  is  to  keep  the  diversification  strategy 
abroad,  and  to  roughly  balance  Fluor's  business  60-40 
between  domestic  and  foreign  projects.  In  fiscal  1989,  23% 
of  Fluor's  backlog  was  contracted  overseas.  Toward  the 
end  of  last  year,  the  figure  reached  30% . 

Europe  is  tops  on  McCraw's  list.  While  Fluor  has  operat- 
ed in  Western  Europe  for  30  years,  his  team  is  now  negoti- 


ating either  a  joint  venture  or  an  ownership  position  with 
lAB,  the  leading  engineering  firm  in  eastern  Germany. 

Middle  East  hydrocarbon  work  was  picking  up  even 
before  Iraq  invaded  Kuwait  and  has  not  slackened  off.  In 
June  Fluor  signed  a  five-  to  nine-year  contract  with  Saudi 
Aramco  to  manage  the  expansion  of  its  production  facili- 
ties. Analysts  estimate  the  job  to  be  worth  as  much  as  $5 
billion  to  Fluor.  McCraw  realizes  there  are  uncertainties 
with  the  project;  indeed,  the  job  is  not  included  in  Fluor's 
backlog.  As  a  further  hedge,  Fluor  is  bidding  on  projects  in 
other  countries,  like  Venezuela,  Indonesia  and  Thailand. 

Flydrocarbon  work  has  crept  back  up  to  31%  of  Fluor's 
backlog.  But  the  56-year-old  McCraw,  who  replaces  retir- 
ing chairman  David  Tappan  on  Jan.  I,  I99I,  asserts  that 
Fluor  has  learned  the  virtues  of  diversification.  "People  are 
looking  at  energy  and  energy  dependency  differently  this 
time  around,"  he  says.  "So  are  we." — C.P. 
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Tenneco: 
sailing  in  shifting 


w 


inds- 


if 


A 

sure 
way  to 
weather 
any    eco- 
nomic fore- 
cast is  through 
diversification.  It 
provides    Tenneco 
unique  opportunities. 
Our  natural  gas  pipehnes 
deliver  secure,  domestic 
energy  to  major  U.S.  markets. 
Steady  income  for  U.S.  farmers 
and  the  opening  of  the  Eastern 
Bloc  promise  expanding  markets 
for    our   farm    and    construction 
equipment.  Our  ride  control  and  exhaust 
parts  are  sold  to  growing  automotive       ' 
industries  throughout  the  world.  Even  as 
the  defense  budget  tightens  today,  Newport 
News  Shipbuilding  maintains  one  of  the  lar- 
gest   backlogs    of    contracts    in    its    history. 

World  demand  for  our  expanding  array  of  packaging  products  is  growing. 

Our  specialty  chemicals,  especially  those  with  environmental  advantages,  are 

essential  to  process  industries. And  glass  manufacturers  require  a  steady 

supply  of  our  soda  ash.   No  matter  which  way  the  wind  blows,  Tenneco 

is  prepared.   And  to  prove  it,  we  recently  raised  our  dividend. 

For    more    information,    call    1-800-345-902  7. 


Tenneco  Gas  (pipelines)  •  J I  Case  (farm  and  construction  equipment)  •  Tenneco  Automotive  •  Newport  News  Shipbuilding 
Packaging  Corporation  of  America  •  Albright  &.  Wilson  (specialty  chemicals)/Tenneco  Minerals. 


RETURN  ON  EQUITY 


EARNINGS  PER  SHARE 


INDUSTRY  AVERAGE       ■    BEST  IN  INDUSTRY       ■   ALL-INDUSTRY  MEDIANS 


Detroit  looks  to  new  leadership 
win  the  battle  of  sagging  prof  itt 


By  Jerry  Flint 


1cm:  Investor  Kirk  Kerkorian  now  holds  9%  of  its  shares.! 
Rebates,  writeoffs  and  production  cuts  are  already  hurt! 


In  the  greatest  of  all  consumer  durables 

industries 

auto- 

the  bottom  line.  Chrysler  lost 

$627  million  over  the! 

I 

motive,  the  big  change  is  at  the  top:  new  chief  executives  at 

months  ended  Sept.  30,  while  Ford's  net  income  in  the  sa  f^ 
period  fell  from  $4.7  billion  to  $1.7  billion,  cm,  which  wr  * 

General  Motors  and  Ford  (respectively,  Robert  Stempel  and 

Harold  [Red]  Poling),  and  Chrysler  clearing  the  line  of  succes- 

off $3.3  billion  in  plant  closings,  had  a  93%  drop  in  profits, 

sion  to  the  venerable  Lee  lacocca. 

a  paltry  $332  million  in  the  12  months  ended  Sept.  30. 

The  new  chiefs  won't  have  it  easy.  The  first  half  of  1991 

Double-digit    earnings    declines    also    were    widespre 

could  be  very  tough.  Chrysler  management  has  a  new 

prob- 

through  the  remainder  of  the  consumer  durables  indust 

Consumer 

Net, 

durables 

Profitability 

Growth 

Sales 

income 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

1 

latest 

capital 

latest 

latest 

latest 

latest 

latiJ 

5-year             12 

latest 

Debt/ 

5-yeat             12 

5-yeat              12 

12 

12 

12* 

average          mos 

12  mos 

capital 

average           mos 

average          mos 

mos 

mos 

mos 

Company 

%                % 

% 

% 

%                 % 

%                % 

$mil 

$mil 

%  , 

Automotdles  &  trucks 

Ford  Motor 

25.5               7.5 

6.3 

57.8 

12.8               1.8 

16.2            -62.8 

97,604 

1,692 

1.7 

Oshkosh  Truck 

23.1                1.4 

1.5 

6.4 

10.5             13.5 

NJVI            -89.4 

464 

2 

0.4 

Paccar 

19.8              15.6 

10.5 

34.4 

12.9          -17.9 

21.7            -16.2 

2,913 

157 

5.4 

Chrysler 

18.6               def 

1.4 

61.8 

12.5          -20.4 

-18.2               P-D 

29,945 

-627 

def 

Fleetwood  Enterprises 

17.3              12.2 

12.2 

0.0 

2.8            -2.7 

NJVI            -23.7 

1,544 

50 

3.3 

General  Motors 

13.3               def 

5.5 

51.8 

5.8            -1.4 

NJVI               P-D 

126,193 

332 

0.3 

Navistar  Intl 

1.6               def 

0.8 

42.7 

NJVI          -11.7 

NJVI               P-D 

3,894 

-17 

def 

Medians 

18.6               1.4 

5.5 

42.7 

10.5            -2.7 

NJVI               P-D 

3,894 

50 

0.4 

Automotive  parts 

Bandag 

43.3             36.5 

32.9 

1.7 

11.5             10.1 

18.8                5.7 

569 

78 

13.6  ] 

Danaher 

32.1             29.4 

22.4 

41.0 

48.2              3.8 

79.6              37.3 

785 

60 

7.7: 

Standard  Products 

25.0               5.7 

5.1 

34.6 

11.0               9.8 

10.1            -63.9 

654 

9 

1.3 

TBC 

23.8             23.9 

23.5 

0.0 

5.4               4.4 

44.4               12.5 

506 

17 

3.3 

Snap-on  Tools 

22.0             18.5 

18.0 

1.1 

11.2               5.1 

15.1              -3.0 

927 

106 

11.5  1 

Genuine  Parts 

21.5             21.1 

19.8 

4.1 

7.2               5.7 

13.0                5.2 

3,290 

205 

6.2  ' 

PPG  Industries 

20.3             18.9 

13.5 

19.9 

7.0              3.6 

16.5                5.0 

5,946 

475 

8.0  ! 

Eaton 

18.3             15.6 

10.9 

30.0 

NJVI            -0.5 

6.0              -7.8 

3,643 

197 

5.4  i 

Cooper  Tire  &  Rubbt ' 

18.1             21.0 

16.7 

18.8 

10.3               4.4 

21.5               19.7 

891 

65 

7.3 

Goodyear 

17.7               def 

2.0 

53.4 

2.1               2.2 

NJVI               P-D. 

11,199 

-39 

def, 

D-D;  Deficit  to  deficit.     D-P:  Defuit  to  profit,     P-D:  Profit  to  deficit. 

def  Defic 

it,       NA:  Not  available,     NE:  Negative  equit\-      NM:  Not  meaningful,     a:  Four-yM! 

average     b:  Three-year  average.     For  further  explanation,  .see  page  9'>, 

Sources:  Fo/i/iFs:  Value  Line  Data  Base  Service  via  Lotus  CD  hweslmettik 
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Your  global  facility  program 
should  build  on  global  expertise. 

The  global  economic  communities  —  North  America, 
Europe  and  Pacific  Rim  —  will  soon  broaden  the  scope  of 
competition  and  complicate  facilities  decisions. 

As  you  develop  your  global  facility  program,  a  strategic 
alliance  with  The  Austin  Company  may  be  advantageous. 

Austin  is  one  of  the  few  complete-service  engineering/ 
construction  firms  operating  worldwide.  Austin's  global 
presence  includes  an  international  network  of  fully  staffed 
offices  and,  where  conditions  require,  local  partners. 

Austin's  proprietary  methods,  comprehensive  services 
and  specialized  capabilities  are  readily  accessible  and 
globally  transferable.  They  are  undergirded  by  70  years 
of  international  experience. 

For  large,  complex  and  logistically  difficult  projects, 
anywhere  in  the  world,  consider  Austin's  global  expertise. 

The  Austin  Company,  3650  Mayfield  Road,  Cleveland, 
Ohio  44121-1734.  Telephone:  (216)  382-6600.  Facsimile: 
(216)  291-6684.  Offices  in  principal  cities  worldwide. 


THE  AUSTIN 
COMPANY 


CONSULTANTS 
DESIGNERS 
ENGINEERS 
CONSTRUCTORS 


At  ROLM, 


/. 


we  encourage  our 


most  valuable  employees 

to  look  into 
other  professions. 


®  HOI  M  and  PhoneMail  are  rc^i^tccd  nadcmarkf.  of  KO/.M  .Smtms  ©  1990  fiO/  M  Comjiany 


And  they  look  pretty  hard.  Into  Insurance,  Bank- 
ing, Healthcare,  or  whatever  your  field  happens  to 
be.  Because,  along  with  knowing  the  telecommun- 
ications business,  we  require  our  reps  to  have  a 
knowledge  oF  yours.  Only  then  can  they  provide 
you  with  a  telecommunications  system  designed 
to  meet  your  specific  needs. 

Our  people  stay  involved  in  your  profession 
long  after  your  voice  and  data  facilities  are 


combined  into  one  integrated  system.  Because  a 
system  can't  help  your  business  run  more  effec- 
tively until  each  of  your  employees  knows  how  to 
use  it.  We'll  recommend  specific  applications 
designed  to  improve  productivity.  PhoneMail*  for 
instance. The  voice  messaging  system  that  not  only 
eliminates  missed  and  garbled  messages,  but  also 
records,  stores,  routes,  or  even  ties  messages  to  a 
computer.  And  Automatic  Call  Distribution  that 
functions  as  a  communications  manager  to 
expedite  and  route  your  customers'  calls  to  avail- 
able agents  as  efficiently  as  possible. 

It  takes  some  extra  time  and  effort,  not  to 
mention  a  lot  of  investigation,  to  learn  a  new  pro- 
fession. But  at  ROLM,*  that's  the  only  way  we  work. 
Because  we  know  the  best  way  to  mind  our  business 
is  to  make  sure  we're  minding  yours. 

For  more  information,  call  ROLM  at  1-800- 
624-8999  extension  235,  or  contact  your  authorized 
ROLM  Business  Partner. 


An  IBM  and  Siemens  Company 

We  ask  better  questions.  You  get  better  answers. 


1 

i 

The  culprits:  a  weak  economy,  tightening 

credit,  a  building 

cars  in  the  U.S. — is  in  the  red  and  whose  onetime  indusi 

slowdown  and  high  fuel  prices.  This  crimped  sales  of  every- 

leadership has  slipped  badly. 

thing  from  washing  machines  to  motor  homes  and  boats. 

Contrary  to  popular  opinion,  the  big  three  haven't  lost  t 

But  new  coaches  also  mean  new  hope, 

especially  at  gm. 

war  against  the  lapanese.  Unlike  cameras,  television  sets 

where  Bob  Stempel  took  the  chairmanship. 

Stempel,  an  engi- 

vcRS,  Detroit  still  makes  almost  three-fourths  of  all  cars  a 

neer  by  training,  is  a  break  in  the  long  line 

of  financial  men 

trucks  sold  in  America.  In  fact,  in  the  U.S.,  much  malign 

who  have  run  gm  for  most  of  the  past  three 

decades.  He  takes 

GM  outsells  all  nine  lapanese  makers  put  together. 

charge  of  a  company  whose  core  business 

— manufacturing 

Where  do  the  foreigners  have  an  edge?  In  production  qua 

Consumer 

Net 

Profi 

durables 

Profitability 

Growth 

Sales 

income 

margi 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

latest 

capital 

latest 

latest 

latest 

latest 

latest 

I 

5-year              12 

latest           Debt/ 

5-year              12 

5-year             12 

12 

12 

12 

\ 

average           mos 

12  mos         capital 

average           mos 

average          mos 

mos 

mos 

mos 

Company 

%                 % 

%                 % 

%                 % 

%                % 

$mil 

$mil 

% 

Masco  Industries 

16.4               0.0 

4.5              74.2 

30.9            -7.4 

20.1                PZ 

1,575 

-1 

def 

Modine  Manufacturing 

16.4              14.8 

12.0             21.5 

8.6               4.6 

5.0              19.5 

453 

28 

6,1 

1 

SPX 

15.7               7.8 

7.9             34.5 

6.9            -1.9 

11.2            -77.3 

695 

21 

3.0 

1 

Dana 

14.1                9.1 

7.1             51.5 

8.9            -0.5 

NM            -40.7 

5,207 

92 

1.8 

1 

Lancaster  Colony 

13.8              1 1.4 

9.6             28.6 

2.6                1.4 

17.3            -28.3 

507 

16 

3.1 

Allied-Signal 

13.3              14  1 

10.9             30.9 

3.7               3.1 

NM              -4.3 

12,258 

470 

3.8 

Barnes  Group 

12.6               8.6 

7.6             34.3 

1.7                7.7 

NM            -30.0 

542 

12 

2.2      W. 

(ohnson  Controls 

12.0               7.3 

7.5             20.1 

20.1             22.2 

2.4            -16.5 

4,500 

92 

2.1      Wi 

Echlin 

10.4                7.4 

9.0             25.0 

17.0             10.1 

-4.4                6.3 

1,601 

47 

3.0  MA 

Federal-Mogul 

10.1                4.2 

4.7             22.6 

5.3            -0.7 

NM            -60.4 

1,094 

19 

1.7 

1 

Standard  Motor  Prods 

9.6               4.6 

4.9             34.1 

14.2             19.6 

-7.0            -50.9 

500 

7 

1.5 

^ 
1  ^ 

Aivin  Industries 

7.4               5.3 

5.7             39.1 

15.8             13.2 

-19.3             184.2 

1,667 

28 

1.7 

i 

AO  Smith 

4.9               3.0 

4.4             34.8 

2.8            -7.7 

NM            -43.0 

944 

10 

1.1 

1 

Allen  Group 

2.3              11.0 

9.4             42.0 

NM               3.1 

NM            -25.8 

365 

16 

4.3 

/ 

Douglas  ik  Lomason 

0.2               7.2 

6.5             60.2 

10.2               56 

NM               DP 

427 

3 

0.7 

Cummins  Engine 

def               def 

def             34.4 

10.6            -3.0 

NM              D-D 

3,418 

-51 

def 

fl 

Medians 

14.9               8.8 

8.4             32.5 

8.7               4.1 

3.7            -12.1 

936 

25 

3.0 

Pf 

Appliances 

1 

Harman  International 

30.2              12.3 

9.7             56.7 

29.7               7.6 

48.5            -27.1 

570 

12 

2.0      1 

Maytag 

26.9              12.5 

9.5             40.4 

9.8             13.1 

NM            -24.7 

3,131 

126 

4.0    m. 

Toro 

21.2             13.9 

11.2             42.3 

19.3             16.7 

23.8            -26.2 

751 

17 

12   m 

Whirlpool 

12.7              12.3 

8.5             34.4 

12.6             16.1 

-4.7              39.0 

6,579 

175 

27      f 

Emerson  Radio 

11.1                def 

def             33.3 

16.5            -7.6 

-8.6              P-D 

805 

-3 

def      1 

Pittway 

10.9a              75 

6.6             13.4 

10.6             12.1 

NM            -15.7 

926 

27      • 

2.9       1 

Black  &  Decker 

6.3              11.3 

6.1             77.4 

13.9            35.9 

NM            253.8 

4,208 

83 

2.0       1 

Medians 

12.7             12.3 

8.5             40.4 

13.9             13.1 

-8.6            -24.7 

926 

-   27 

2.2 

\ 

Home  fumishings 

LADD  Furniture 

24.8               6.3 

5.0             48.4 

18.2            26.7 

5.3            -60.4 

529 

8 

1.6       1 

Rubbermaid 

22.9             21.8 

19.4               5.5 

19.7              4.3 

18.4               17.2 

1,379 

130 

9.4       1 

Newell  Co 

19.3             22.6 

19.5             15.4 

33.7            -1.7 

28.1              29.8 

1,080 

103 

9.6       ' 

Leggett  &  Piatt 

18.8             16.0 

12.3             39.1 

18.4             11.8 

10.7                0.4 

1,073 

46 

4.3 

Kimball  International 

16.8             16.2 

14.9               2.2 

13.3            -1.6 

9.4               14.2 

603 

43 

7.1 

La-Z-Boy  Chair 

16.4             12.1 

10.4             23.4 

17.7               6.1 

5.1              -4.0 

606 

26 

4.3 

Thomas  Industries 

14.7             11.9 

8.3             43.3 

7.2             15.8 

6.2              -5.4 

470 

17 

3.5 

Premark  Intl 

13.0b             5.5 

6.2             41.1 

9.1               4.3 

NM            -50.6 

2,656 

43 

1.6 

Oneida 

12.6               9.3 

7.1             35.2 

10.0               1.4 

NM            -41.1 

413 

10 

2.4 

Springs  Industries 

10.3               0.3 

2.0             29.7 

16.6            -1.4 

24.3            -97.4 

1,882 

2 

0.1 

Bassett  Furniture  Inds 

7.9               3.8 

3.7               0.0 

3.6            -4.2 

-8.6            -46.6 

448 

10 

2.2 

Interco 

5.3               NE 

9.0           290.1 

-7.5          -23.1 

NM               P-D 

1,484 

-128 

def 

Medians 

15.6             10.6 

8.6             32.4 

15.0               2.9 

5.8            -23.2 

840 

22 

3.0 

Recreation  equipment 

Fiarley-Davidson 

40.4             28.7 

22.5             21.9 

28.2             11.3 

50.1              39.6 

874 

45- 

5.2 

Huffy 

11.6             19.0 

13.9             34.5 

10.3             19.5 

NM              25.4 

498 

19 

3.8 

Outboard  Marine 

10.9              def 

def             20.3 

13.4          -21.8 

14.0               PD 

1,146 

-77 

def 

Winnebago  Industries 

4.9              def 

def               3.3 

1.2          -23.4 

NM              D-D 

335 

-18 

def 

Briggs  &  Stratton 

4.8             14.9 

11.1              18.9 

6.2             14.0 

NM               D-P 

996 

40 

4.0 

Coachmen  Industries 

0.9               def 

def             10.4 

-5.7          -15.8 

NM              D-D 

286 

-3 

def 

Medians 

7.9               5.0 

3.6             19.6 

8.2            -2.2 

NM               P-D 

686 

8 

1.3 

Industry  medians 

14.4               9.2 

8.1             34.2 

10.4               4.0 

-4.5            -25.2 

970 

24 

2.3 

All-industry  medians 

14.6             12.1 

9.2             32.6 

11.3               6.6 

6.9              -2.6 

1,282 

49 

4.0 

D-D.  Deficit  to  deficit      1)1':  Deficit  to  profit.     P-O:  I'lofii 

to  deficit      I'Z:  Profit  to 

zero,     del:  Deficit,     NA;  Not  available,     NF.-.  Negative  equin-.     NM:  Not  nic.iiiingful. 

a:  Four-year  average,     b;  Three-year  a\'erage.     1-or  funhei" 

explanation,  see  page  95 

Sources.  F<>KB/;s-  Value  /.me  Daki  Base  Seince  vici  lotus  CD  Imesimeui 
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There  is  something  bright 
on  Argentina's  horizon. 


Besides  the  twinkling  lights  of  its  pampa 
villages  or  in  its  cities'  striking  modern 
skyscrapers,  a  new  bright  light  blazes  on 
Argentina's  horizon.  It's  the  warmth  and 
energy  blazing  in  the  hearts  of  the  Argentine 
people  who  are  building  a  great  nation. 


ENATUR 

Argentine  Tourist  Office 


Argentina  is  still  the  generous  and 
community-spirited  nation  it  always  has  been. 
And  it's  also  a  reliable  partner  offering 
outstanding  possibilities  for  economic 
development  and  investment.  We  hope  you'll 
visit  and  see  for  yourself  a  bright  light  that  is 
bound  to  shine  forever. 


Argentina 
A  country  where  there  is  so  much  to  see 
and  investment  opportunities  awaiting 


ty,  advanced  technology,  smooth  engines  and  frequent  style 
changes.  While  it  struggles  to  catch  up,  Detroit  has  mounted 
a  spirited  defense  by  using  rebates  to  cut  prices  while  the 
Japanese  struggle  with  the  effects  of  a  strong  yen.  The  result- 
ing damages  to  everybody's  profits  must  be  giving  many 
Japanese  automakers  second  thoughts  about  the  easy  pick- 
ings here.  Except  for  Honda  and  Toyota,  the  Japanese  trans- 
plants arc  running  under  capacity.  Other  than  what's  been 
announced,  like  Toyota's  expansion  in  Kentucky,  the  Japa- 
nese are  unlikely  to  build  more  plants  here  in  the  foreseeable 


future.  This  may  give  Detroit  some  breathing  room,  since 
Japanese  can't  export  more  because  of  home  market  der 

American  products  are  even  scoring  a  few  points  aga 
the  foreigners  with  the  car  testers:  Ford's  four-wheel-c 
Explorer  did  better  than  Toyota's  4Runner,  for  example, 
Chrysler's  minivan  gets  high  ratings. 

Just  as  in  sports,  the  new  coaches  need  time  to  put  in  tl 
playbooks  and  build  their  teams.  But  when  will  we  kno| 
they've  got  the  right  stuff? 

Wait  till  next  year.  ■ 


General  Motors  stumbles  at  home 
but  competes  effectively  abroad. 

The  automaker  is  catching  Ford  in 
Western  Europe,  racing  with  Volks- 
wagen into  Central  Europe,  and  plan- 
ning to  take  on  the  Japanese  in  their 
own  Asian  backyard.  Foreign  prof- 
its—S2. 7  billion  on  $28  billion  in 
sales  in  1989  and  probably  better  last 
year — cover  for  the  company's  loss 
operations  in  the  U.S. 

"We're  driving,"  says  John  F.  Smith 
Jr.,  mastermind  of  the  successful  Eu- 
ropean strategy  and  now  vice  chair- 
man overseeing  all  international  oper- 
ations. "Europe's  a  pretty  good  mar- 
ket, and  we're  doing  a  good  job  of 
picking  up  share  and  taking  our  cost 
down." 

"We've  been  benchmarking  all  of 
our  operations  in  Europe  against  the 
Japanese,"  Smith  says.  This  means 
working  toward  what  he  calls  leaner 
operations,  more  outsourcing,  "less 
vertical  integration,  less  of  the  cafete- 
rias, less  of  this,  just  less,"  he  says.  A 
British  assembly  plant,  Ellesmere 
Port,  will  go  on  three  shifts  by  the  end 
of  1991. 

In  Central  Europe,  gm's  strategy  is 
in  place:  A  car  assembly  plant  is  to  be 
built  in  car-starved  eastern  Germany. 
Engines  will  be  built  in  a  new  joint 
venture  in  Flungary,  and  transmis- 
sions will  be  exported  from  Czecho- 
slovakia. These  are  countertrades: 
The  exports  will  earn  hard  currency, 
allowing  gm  to  ship  15,000  knocked-down  cars  a  year  each 
to  Hungary  and  Czechoslovakia.  The  cars  will  be  assem- 
bled there  to  jump-start  those  markets.  More  important 
for  quality,  the  Hungarian  and  Czechoslovakian  plants 
will  be  allied  with  an  existing  cm  plant  in  Austria,  which 
makes  the  same  products. 

In  1991  GM  may  lose  some  volume  and  profit  in  Europe 
because  of  the  changeover  for  a  new  Kadett,  its  bestseller,  a 
small  car.  "We  are  going  to  sell  what  we  can  make  next  year, 
but  we're  going  to  be  capacity  constrained,"  Smith  says. 

Asia-Pacific  is  gm's  second  international  priority.  The 
General  gets  35%  of  the  market  at  home,  12%  in  Western 
Europe,  but  just  a  few  percentage  points  of  the  business  in 


all  of  the  Asia-Indian  landmass  and  island  states.  Smith's 
strategy:  Get  back  into  India  and  China  and  strengthen 
operations  in  Southeast  Asia  with  Asian-made  cars. 

"This  market  will  be  as  large  as  Europe  and  the  U.S.  by 
the  end  of  this  century,  perhaps  earlier,"  he  says,  and  he'd 
like  GM  to  have  10%  of  that  in  a  decade. 

Why  are  gm's  international  operations  so  successful? 
Times  have  been  good  in  Europe  and  Asia,  but  gm  manage- 
ment has  done  an  exceptionally  fine  job  of  capitalizing  on 
the  prosperity.  Credit  Jack  Smith.  Credit,  too,  the  fact  that 
GM  management  in  Detroit  hasn't  tried  to  micro-manage 
Europe  but  has  given  it  the  freedom  to  make  its  own 
decisions  keyed  to  local  market  conditions. — J.F. 
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Nuclear  energy 
helps  slow 
the  flow  of  foreign  oil 


Unrest  in  the  Middle  East  has 
once  again  put  America's  national 
security  and  economy  in  danger 

We  now  import  more  than  half 
of  all  the  oil  we  use,  much  of  it 
from  the  Middle  East.  But  nuclear 
energy  can  help  us  reduce  this 
excessive  dependence  on  unstable 
sources.  Our  1 12  nuclear  electric 


plants  already  have  cut  foreign  oil 
dependence  by  4.3  billion  barrels 
since  the  1973  oil  embargo,  and 
continue  to  cut  our  oil  imports  by 
740,000  barrels  every  day 

Nuclear  energy  is  a  clean  and 
safe  energy  source  that  we  can 
count  on,  one  not  endangered 
bv  turmoil  in  the  Middle  East. 


For  more  information,  write  to 
U.S.  Council  for 
Energy  Awareness, 
P.O.  Box  66080, 
Dept.  ME09, 
Washington, 
D.C. 20035. 

U.S.  COUNCIL  FOR  ENERGY  AWARENESS 


©199()l'SCEA 


Nuclear  energy  means  more  energy  independence. 
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CONSUMER  NONDURABLES 


RETURN  ON  EQUITY 


DELTA  WOODSIDE  INDUSTRIES 


Old  dresses  and  carpets  can 
^  he  made  to  do,  hut  teeth  must 
still  he  hrushed. 


DELTA  WOODSIDE  INDUSTRIES 


EARNINGS  PER  SHARE 


%. 


albert(h:ulver 


INDUSTRY  AVERAGE      ■    BEST  IN  INDUSTRY 


ALL-INDUSTRY  MEDIANS 


By  Katherine  Weisman 


If  barometers  of  consumer  opinion  can  be  trusted,  the 
next  several  months  will  not  be  kind  to  much  of  this  indus- 
try. Conference  Board  economist  Albert  Sommcrs  estimates 
that  U.S.  consumers  spent  about  $1.2  trillion  on  nondurables 


in  1990,  up  5.4%  from  1989.  In  1991  such  spending  is  expei 
ed  to  grow  only  2.5% — with  modest  inflation  factored  in,  tfil 
business  would  actually  shrink  somewhat.  Retailers  have 
been  watching  their  shelves  carefully  all  year,  forcing  inven- 
tory problems  back  on  the  manufacturers. 
The  apparel  downturn  started  in  late  1989.  As  departma 
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[e  chains  like  Federated  and  Ames  foundered,  inventories 
to  build  at  the  apparel  makers.  A  disappointing  back- 
[chool  season  also  hurt  clothing  firms.  Reebok  Interna- 
lial,  normally  a  consistent  growth  machine,  reported  third- 
Jrter  earnings  per  share  of  36  cents,  versus  44  cents  for  the 
Jie  period  last  year.  Third-quarter  net  income  at  Gitano 
lup,  a  sportswear  maker,  was  27%  lower  than  in  1989. 
l,ucking  the  trend,  Liz  Claiborne,  which  makes  quality 
|arel,  had  a  28%  increase  in  latest  12-month  earnings.  In 
lO  Claiborne's  revenues  were  $80  million;  for  1990  they 
jld  hit  $1.7  billion.  "Claiborne  is  the  only  company  we 
low  where  we  haven't  had  to  lower  our  earnings  forecasts," 


The  apparel  downturn — together  with  the  slumping  auto 
and  construction  industries — hit  the  textile  manufacturers, 
too.  Worse,  synthetic  fiber  prices  could  rise  10%.  Prices  on 
cumene,  a  key  petrochemical  derivative  used  in  nylon,  are  up 
45%  over  1989.  Margins  are  being  further  squeezed  because 
consumers  are  buying  fewer  home  accessories. 

There  are  exceptions,  notably  Shaw  Industries,  the  largest 
and  probably  most  efficient  U.S.  carpetmaker.  While  the  real 
estate  industry  is  in  the  tank,  Shaw's  per-share  earnings  are 
up  almost  20%  over  the  latest  12  months.  A  low-cost  produc- 
er with  a  strong  commercial  base,  Shaw  keeps  competitors  at 
bay,  and  should  hold  on  to  its  20%  share  of  the  U.S.  market. 


r 

,es  Prudential-Bache  analyst  Deborah  Bronston. 
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recession,  revenues  for  the  toy  industry  grew  13%.  Some 
analysts  expect  the  demand  for  videogames  to  peak  this 
year — that  might  mean  more  room  for  traditional  toys.  But 
more  powerful  game  systems  from  Sega,  nec  and  soon  from 
Nintendo  are  attracting  adults  as  well  as  kids. 
Given  the  present  economic  environment,  personal  prod- 


uct companies  stand  to  do  reasonably  well  this  year.  Gillette! 
and  Colgate,  for  example,  get  over  60%  of  their  revenues  from 
outside  the  U.S.;  stronger  foreign  currencies  will  enhance 
these  companies'  dollar  results.  Besides,  it's  more  civilized  to, 
put  off  the  purchase  of  a  new  dress  or  carpet  than  to  stop: 
shaving  or  brushing  one's  teeth.  ■  i 


The  Great  Ivory  Way 


Y'ou  would  think  that  a  corporation  with  international 
sales  of  $9.6  billion  wouldn't  need  to  expand  much 
more  overseas.  But  Procter  &.  Gamble  Chairman  Edwin  L. 
Artzt  thinks  it  does:  "We  think  of  it  as  the  ultimate  form 
of  diversification." 

Procter  &  Gamble's  international  sales  represent  40%  of 
its  1990  revenues  of  $24  billion.  Under  Artzt,  60,  who  had 
over  15  years'  experience  heading  up  p&g  Europe  and  then 
international  operations,  foreign  sales  should  account  for 
50%  of  p&.g's  revenues  and  40%  of  profits  by  1995. 

These  figures  sound  impressive,  but  smaller  rival  Col- 
gate-Palmolive already  derives  64%  of  its  $5 
billion  in  revenues  from  foreign  operations.  Jay 
Freedman,  a  Kidder,  Peabody  analyst,  contends 
that  Procter  &.  Gamble's  foreign  growth  was 
stifled  because  management  was  too  Cincin- 
nati-oriented. 

Artzt,  who  became  chief  executive  in  Janu- 
ary 1990,  helped  change  this  image.  During  his 
European  tenure  he  decentralized  manage- 
ment, giving  local  managers  more  decision- 
making authority. 

After  the  restructuring,  the  European  mar- 
ket remains  p&g's  strongest.  To  wipe  out  re- 
dundancies, Artzt  created  the  "Eurobrand  sys- 
tem," treating  Europe  as  one  big  market. 

Procter  &.  Gamble  now  has  major  operations 
in  46  countries,  up  from  22  nine  years  ago,  and 
has  management  on  the  ground  in  Eastern 
Europe  to  grab  new  consumers  there.  Interest- 
ingly, the  company  already  sells  as  much 
toothpaste  in  the  Soviet  Union  as  it  does  in 
Canada. 

After  more  than  a  decade,  p&lg's  business  in 
Japan  has  finally  turned  around,  thanks  mainly 
to  Artzt,  and  now  kicks  in  $1  billion  in  reve- 
nues. Using  Europe's  experience  as  a  model, 
P&.G  now  has  a  better  understanding  of  Japa- 
nese consumers.  When  p&g  wanted  to  launch 
Pert  Plus,  its  two-in-one  shampoo-conditioner, 
in  Japan,  it  found  that  the  name  Pert  Plus 
meant  nothing  to  Japanese  consumers.  The 
main  selling  point  in  the  U.S. — convenience — 
wasn't  as  important  to  the  Japanese  as  product 
performance.  Pert  Plus  was  repackaged  and 
renamed  Rejoy. 

Acquisitions  have  fueled  overseas  expansion. 
p&g's  1985  purchase  of  Richardson- Vicks  for 
$1.2  billion  gave  it  well-known  products,  like 
Oil  of  Olay,  with  international  appeal.  The 
purchase  brought  p&g  into  India,  Indonesia  and 
Thailand,  where  Richardson- Vicks  was  already 


on  the  ground.  European  deals  included  the  1987  acquisi- 
tion of  Germany's  Blendax,  a  personal  products  firm,  and 
the  1989  joint  venture  with  Spain's  Agrolimen  Group,  a 
maker  of  diapers  and  sanitary  napkins. 

In  the  last  two  years  Procter  &  Gamble  acquired  Noxell 
and  Old  Spice,  whose  foreign  markets  will  probably  be 
expanded.  This  doesn't  mean  Artzt  is  ignoring  the  U.S. 
"As  time  goes  on,  more  innovation  will  occur  outside  the  '? 
U.S.,"  he  notes.  "But  up  to  now,  and  for  the  balance  of  this  » 
decade,  a  healthy  U.S.  business  is  the  key  to  our  success  ) 
worldwide." — K.W. 
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Accept  no  substitutes. 


At  the  end  of  the  day,  only  one  thing  really  matters.  Not  how  hard 
you  worked.  Or  how  long  you  worked.  But  what  you  accomplished. 

We're  speaking,  of  course,  about  results.  Simply  put,  the  difference 
between  merely  pacifying  a  customer  or  truly  satisfying  him. 

By  consistently  providing  our  customers  with  results,  we  have  become 

one  of  the  world's  largest 
insurance  and  financial 
services  organizations. 

With  locations  in  over 
65  countries. 

By  providing  results, 
we've  established  the 
leading  employee  life 
and  health  benefits 
company  in  the  nation. 
And  have  grovm  our 
clients'  retirement  plan 
assets  to  over  $26  billion. 

In  similar  fashion, 
we've  become  one  of  the 
world's  foremost  property 
and  casualty  insurers. 
But  no  matter  which 
CIGNA  company  you  work  vdth,  you'll  find  that  our  people  listen 
harder,  work  smarter  and  respond  faster.  They  have  to. 

Because  while  there  may  be  a  substitute  for  many  things,  we've 
never  heard  of  a  reasonable  facsimile  for  results. 

Write  the  CIGNA  Companies,  Dept  R7,  Philadelphia,  PA  19192. 
We'll  show  you  exactly  how  important  results  can  be  to  the 
successful  care  and  feeding  of  your  business. 


We  get  paid  for  results? 


CIGNA 


Property  and  Casualty  Insurance  •  Employee  Benefits  •  Pension  and  Investment 


ELECTRIC  UTILITIES 


I 


Construction,  conservation 
f^and  outside  generation  will 
enable  the  industry  to  meet 
growing  demand. 


By  Ham'eet  Kripalani 


Once  again,  electric  utilities  have  become  a  haven  in  a 
volatile  market.  Since  the  Gulf  crisis  began,  Standard  &. 
Poor's  utility  stock  index  has  done  16%  better  than  its  500 
stock  index. 

After  a  decade  of  curtailed  plant  construction,  electric 
utilities  have  been  breaking  ground  on  new  facilities.  In  the 


1990s  electric  demand  is  expected  to  grow  at  a  2.5%  aver^ 
annual  rate.  Utilities  must  keep  reserve  capacity  for  sumr 
heat  waves  and  plant  maintenance.  Current  reserve  margij 
at  an  estimated  21%,  are  considered  ideal. 

But  even  incorporating  scheduled  and  possible  capacl 
increases,  the  reserve  margin  is  expected  to  fall  below  16%| 
2000.  The  Edison  Electric  Institute  forecasts  that  the  coun| 
will  need  8%  more  capacity  by  the  end  of  the  century. 


Becoming  more  self-sufficient 


John  Rowe,  president  and  chief  executive  of  New  En- 
gland Electric  System,  has  made  the  future  brighter  for 
the  utility  by  sharply  decreasing  its  dependence  on  foreign 
oil — and  Middle  East  uncertainties. 

Back  in  1979  the  Westborough,  Mass. -based  utility  gen- 
erated 80%  of  its  power  with  oil,  mostly  imported.  Today 
New  England  Electric  has  cut  oil  consumption  to 
only  27%  of  its  power  needs.  Coal  provides  44%  of 
its  energy;  17%  comes  from  nuclear  power;  11% 
from  hydropower  and  alternate  energy  sources;  1% 
from  natural  gas. 

Whereas  the  price  of  residual  oil  (used  in  power 
plants)  rose  to  nearly  $21  a  barrel  from  $12  since 
mid-July,  New  England  Electric's  total  generating 
costs  will  rise  by  just  2%.  The  company  will  spend 
$600  million  to  convert  its  major  coal-fired  plant  to 
natural  gas  and  expand  capacity  by  300  megawatts. 
This  will  also  help  it  meet  the  demands  of  clean  air 
legislation. 

In  addition,  115  megawatts  were  added  to  the 
utility's  grid  system  when  unit  number  I  of  the 
Seabrook  nuclear  facility  went  on  stream.  (New  En- 
gland Electric  has  a  $600  million  investment  in  10% 
of  the  long-troubled  project,  which  drove  Public  Ser- 
vice of  New  Hampshire  into  bankruptcy.) 

New  England  Electric  was  one  of  the  pioneers  in 
sophisticated  load-management  systems  designed  to 
help  customers  save  energy.  Rowe  expects  the  pro- 
gram to  supply  a  third  of  the  utility's  increased 
capacity  requirements  by  the  year  2000.  Within  the 
same  time  frame,  power  bought  from  nonutility 
generators,  such  as  municipal  and  private  trash 
burners,  could  rise  to  17%  from  5%  currently. 

All  these  steps  will  give  New  England  Electric 
6,800  megawatts  of  total  capacity  by  2000 — more 


than  enough  to  meet  the  foreseeable  needs  of  the  region. 

"We're  just  a  plain  vanilla  utility,"  says  Rowe.  "We  tryj 
to  make  risks  commensurate  with  returns  and  keep  our 
ego  in  check  on  things  like  acquisitions  so  we  don't  have! 
unnecessarily  large  capital  requirements  in  tough  times."] 
Plain — and  safe.— M.K. 
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The  Franklin  U.S.  Government  Securities  Fund 
A  solid  investment  with  a  high  current  return. 


rs  is  a  fast-moving,  fast-changing  world.  If  you're 
•king  for  a  truly  solid  investment,  invest  in  America. 
'est  in  the  Franklin  U.S.  Government  Securities  Fund. 

day,  the  fund  has  over  $11  billion  in  assets.  Why  is 
o  popular? 

:ause  it's  a  "plain  vanilla"  fund  currently  over  99% 
'ested  in  Ginnie  Maes.  Since  Ginnie  Maes  are  backed 
the  Government  National  Mortgage  Association,  the 
anklin  U.S.  Government  Securities  Fund  gives  you  a 
ubination  of  advantages  hard  to  find  anywhere  else:  t 

•  High  degree  of  credit  safety 

•  High  current  income 

•  Professional  management 


iividual  securities  owned  by  the  fund,  but  not  shares 
he  fund,  are  guaranteed  by  the  U.S.  government  or 
igencies. 


Call  Franklin  toll  free  today  for 
a  free  brochure. 

1-800-342-FUND  Ext.632 


Franklin  Distributors,  Inc. 
777  Mariners  Isliuid  BlvA 
San  Mateo,  CA  94404-1585 


FOB90 
632 


Address 


City/ State/ Zip 


Yes!  I  would  like  a  free  prospectus  containing  more  complete 
information  on  the  Franklin  U.S.  Government  Securities  Fund, 
including  charges  and  expenses.  1  will  read  it  carefully  before 
I  invest  or  send  money. 

D  I  am  currently  a  Franklin  shareholder. 


Name 


F  K  k  Nl  K<  I  [I  Nl 

Member  $43  Billion  Franklin  Group  of  Funds 


Approximately  one-fourth  of  the  needed  new  capacity  is 
under  construction,  the  rest  is  on  the  drawing  board.  Most  of 
the  new  plants  will  be  powered  by  turbine  generators  fueled 
by  natural  gas.  No  new  nuclear  facilities  are  planned. 

The  Clean  Air  Act  of  1990  tacked  on  another  $25  billion  in 
expenses  for  the  utilities.  This  will  result  in  a  drain  on 
operating  costs  but  will  not  be  devastating  to  an  industry  that 
lays  out  that  much  annually  in  capital  expenditures.  And,  of 

course,  most  of  these  expenses  will  be  passed  along  to 
ratepayers. 

Regulatory  commissions  are  encouraging  utility-initi 
conservation  efforts.  Under  old  regulations,  utilities  had  1 
incentive  to  promote  conservation:  When  consumers 
their  use  of  electricity,  the  power  companies  had  to  fight  \ 
state  regulators  for  higher  rates  in  order  to  earn  their  all 
able  returns  on  capital.  But  under  a  program  worked 

Electric 
utilities 

Cumpany 

Profitability 

Growth 

Sales 

Net 
income 

Pro 
mar 

Return  on  equity 

latest 
5-year              12 
average           mos 

%                 % 

Return  on 
capital 

latest           Debt/ 
12  mos         capital 

%                % 

Sales 

latest 
5-year              12 
average           mos 

%                 % 

Earnings  per  share 

latest 
5-year             12 
average           mos 

%                % 

latest 

12 

mos 

$mil 

latest 

12 

mos 

$mil 

late 

12 
mo 

% 

Northeast 

Potomac  Electric 
Baltimore  G&E 
General  Public  Utils 
Atlantic  Energy 
Allegheny  Power 

17.3              12.6 

15.0  9.3 
14.2              13.7 

14.1  12.2 
14.0              12.0 

6.7             47.3 
5.9             40.1 
7.5             34.5 
7.0             37.0 
7.4             40.2 

2.3               1.5 
2.3             11. 1 
0.7               3.4 
5.3               4.5 
5.9               4.4 

5.9            -15.9 
3.6            -24.8 
22.0                8.3 
6.4              -6,2 
1.3              -6,0 

1,400 
2,160 
2,975 

725 
2,310 

187 
227 
282 
79 
191 

13.3 

10.5 

9.5 

10.9 

8,3 

Orange  &  Rockland 
Pennsylvania  PikL 
Delmarva  Power  &  Lt 
Consolidated  Edison 
Pub  Svc  Enterprise 

13.7              13.3 
13.6              14.9 
13.6              12.4 
13.6              11.8 
13.3              12.5 

8.2  44.8 

7.6  39.8 
6.9            37.0 

7.7  34.2 

7.3  40.4 

NM               7.3 
6.9               8.3 
2.2              4.9 

-1.1               6.5 
1.7               5.4 

3.0              15.5 
7.0              16.6 
NM                1.8 
2.9              -7.3 
2.3              -3.5 

560 
2,434 

818 
5,742 
4,895 

45 
365 

89 
556 

524 

8.1 
15.0 
10.9 

9.7 
10.7 

Commonwealth  Energy 
Philadelphia  Elec 
Northeast  Utilities 
NY  State  E&G 
Central  Maine  Power 

13.0             10.2 
12.6               3.0 
12.0             12.5 
11.4              12.0 
11.2             11.3 

56             39.0 

4.7  50.9 
7.1             47.3 
6.4             42.1 

7.8  40.0 

1.9               8.7 
2.6               9.2 
NM               6.4 
4.1               5.1 
6.8              9.7 

-4.7            -15,4 

NM            -76,0 

-7.4              -3.4 

-11.3              -0.4 

NM              23.1 

832 
3,650 
2,299 
1,486 

760 

33 
209 
219 
160 

50 

4.0 
5.7 
9.5 
10.8 
6.6 

S\ 

Rochester  G&E 
Amencan  Water  Works 
New  England  Electric 
Central  Hudson  G&.E 
Boston  Edison 

10.8             10.0 
10.5               8.0 

9.6             22.5 
9.5             11.0 
6.8               del 

6.7             47.7 
6.6             49.2 
9.3             43.5 
7.2             46.9 
1.6             42.6 

1.4               4.6 

5.4               6.2 

1.9             14.4 

-2.8               8.3 

NM            -0.2 

-15.7                4.6 

1.8              -8.2 

-4.9            116.5 

-14.2                3.5 

NM               P-D 

844 
555 

1,813 
495 

1,240 

63 
49 

272 

41. 

-18 

7.5 
8.8 
15.0 
8.3 
def 

\ 

Niagara  Mohawk  Power 
Long  Island  Lighting 
United  Illuminating 
Public  Service  NH 

6.7               8.0 
3.0              9.6 
def             12.1 
del              def 

6.2             49.1 
8.2             57.4 
4.5             50.2 
def            78.1 

0.9               9.0 
3.1              8.4 
0.8               9.8 
3.9               7.0 

-24.0              66.2 
NM              D-P 
NM              D-P 
NM              P-D 

3,107 

2,451 

580 

647 

197 

258 

49 

-350 

6.3 

10.5 

8.4 

def 

i 

Medians 

12.3             11.9 

6.9             43.1 

2.1               6.8 

-6.2              -1.9 

1,443 

174 

9.1 

North  central 

PSI  Resources 
Cincinnati  G&E 
Minnesota  Power  &  Lt 
Wisconsin  Energy 
Ipalco  Enterprises 

43.7             20.4 

17.4  16.6 
16.2             11.7 
15.6             13.7 

15.5  13.9 

10.2            39.9 
8.9             42.2 
7.3             35.4 
9.5            37.9 
8.3            32.3 

2.8            -3.1 
NM               4.7 
2.7               2.2 
1.1            -3.4 
6.3               2.6 

13.9              14.1 

9.5  4.8 
4.8            -20.8 

5.6  12.6 
4.6                3.5 

1,016 
1,462 

475 
1,456 

610 

114 
235 

75 
187 

99 

11.2 
16.1 
15.9 
12.9 
16.2 

1 

Union  Electric 
No  States  Power 
DPL 

American  Electric 
WPL  Holdings 

14.6             15.8 
14.5              14.8 
14.3             14.8 
14.1              13.1 
14.0             15.6 

8.3             38.4 
7.8             30.2 
9.3             45.4 
7.7             39.7 
10.2             36.8 

7.6              3.7 
2.6               8.0 
-0.9               1.1 
0.5               5.7 
0.8               1.2 

12.0              28,9 
1.9              21.2 

15.3                5.1 
5.1              -5.7 

-0.8              47.6 

2,053 
2,133 

965 
5,274 

611 

324 
240 
147 
563 
66 

15.8 
11.3 
15,2 
10.7 
10.8 

^ 

Wisconsin  Public  Svc 

Iowa-Illinois  G&E 

CILcorp 

Midwest  Resources 

Ohio  Edison 

13.8             12.1 
13.8             11.7 
13.4             11.0 
13.2             11.0 
12.1              11.8 

8.7  28.1 
5.9             40.0 

5.8  28.7 
6.1             40.0 
8.0             43.1 

-1.9            -4.6 

-3.4              3.3 

-3.1             14.4 

5.5            -0.9 

5.9               2.7 

NM              -0.5 
0.6              -8.3 
4.4            -20.2 
4.9a          -22.5 

-7.7              37.5 

576 
499 
514 
915 
2,201 

49 
53 
37 
69 
330 

8.5 

10,6 

7,2 

7,6 

13,0 

ft 

Cipsco 

IE  Industries 

Commonwealth  Ed 

Kansas  City  P&L 

DQE 

12.1              11.4 
12.0             22.5 
11.4               def 
11.0             12.4 
11.0             11.6 

6.3  31.8 
9.5            40.6 
3.1             47.7 

6.4  33.8 

6.5  46.1 

-3.7               1.0 

-1.5               4.2 

3.4            -9.2 

5.3               5.7 

5.1               1.5 

NM            -16.0 
3.8              92.5 
-9.3               P-D 
NM              18.9 
-2.8              11.5 

608 
449 

5,260 
761 

1,138 

74 

64 

83 

110 

122 

12.1 
14,2 
1.6 
14.4 
10.8 

c 

D-D:  Deficit  to  deficii      DP:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def:  Defic 
average,     b:  Tliree-year  average.     For  further  explanation,  see  page  95. 

t.       NA:  Not  available. 
Sources:  F 

NE:  Negative  equity',     NM:  Not  meaningful,     a:  Foui-ye 
omtcs;  Value  Line  Data  Base  Service  via  Lotus  CD  Imestmen 
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Ever  wonder  why  NIKB 
'f  ]ko(!kicts  perform  so  well? 
pne  reason  is  that  they're 
designed  with  the  latest 
technological  advances.  A 
claim  that  NIKE  can  now 


also  make  about  their  (Com- 
munications system. 
Recently,  GTE  put  into 
4  place  a  complete  telecom- 
munications network  at 
the  company's  new  world 


headquarters  in  Beaverton, 
Oregon.  This  voice  and 
fiber-optic  data  network 
will  not  only  enhance 
customer  service  opera- 
tions and  productivity,  it'll 
actually  make  NIKE  run 
even  faster. 


Customized  Communi- 
cations Networks  from 
GTE.  Call  us.  We  may  be 
able  to  help  you  just  do  it  » 
a  little  bit  better. 


(SB 


THE  POWER  IS  ON 


between  Pacific  Gas  &.  Electric  and  the  California  Public 

from  independent  producers.  Overall,  nonutility  generator 

Utilities  Commission,  for  example,  the  utility  gets  to  keep  15 

currently  provide  over  3%  of  the  electricity  used  in  the  U.J 

cents  of  every  dollar  of  power  saved. 

The  North  American  Electric  Reliability  Council  estimate 

Taking  a  lesson  from  other  manufacturers,  utilities  have 

that  this  contribution  will  double  by  2000. 

also  been  buying  more  power  from  outside  contractors.  These 

For  the  electric  utility  industry,  this  will  be  a  dynamic  an 

independent  power  producers  are  generally  smaller,  less  regu- 

challenging decade.  During  the  1982  recession,  electricit 

lated  and  have  lower  production  costs  than  the  established 

demand  dropped  by  2.8%.  Despite  recession  fears,  demand  i 

utilities.  Virginia  Power,  for  example,  gets  6%  of  its  power 

up  2.5%  from  last  year.  ■ 

Electric 

Net 

Profit 

utilities 

Profitability 

Growth 

Sales 

income 

margii 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

latest 

capital 

latest 

latest 

latest 

latest 

latesf 

5-yeat             12 

latest           Debt/ 
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12 

12 

12 

average           mos 

12  mos        capital 
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CMS  Energy 

10.1              112 

S.5              47.7 

-2.5              0.9 

NM            -28.8 

2,987 

219 

7.3 

Detroit  Edison 

9.4             19.2 

9.0             53.6 

4.6              4.0 

5.1               DP 

3,298 

491 

14.9 

Centerior  Energy 

7.8               7.8 

5.7             40.4 

4.8               5.0 

-11.0               DP 

2,343 

218 

9.3 

Nipsco  Industries 

7.7               7.3 

5.0             38.9 

-5.6               1 .0 

NM            -38.9 

1,549 

84 

5.4 

Kansas  Gas  &.  Elec 

7.6               9.4 

5.9             42.9 

6.1               9.2 

NM               19.6 

580 

60 

10.4 

Illinois  Power 

2.1               2.1 

3.9             45.5 

1.3               5.6 

NM               D-P 

1,360 

70 

5.2      [ 

Medians 

13.3             11.9 

7.5              39.9 

1.9               2.7 

1.3                8.3 

1,077 

105 

11.0      1 

Sootbeast 

1 

Florida  Progress 

15.2              11.6 

6.6             33.2 

8.6            -3.8 

4.4            -17.0 

1,997 

160 

8.0 

TECO  Energy 

15.2              15.5 

8.3             32.5 

7.4               2.2 

5.4                4.3 

1,080 

136 

12.6 

Kentucky  Utilities 

14.6              15.1 

10.3             37.9 

0.4               6.0 

7.6              20.6 

553 

85 

15.4 

Scana 

14.3             20.0 

9.4             33.1 

NM               2.9 

NM              50.5 

1,141 

184 

16.1 

Duke  Power 

13.9              145 

8.4              34.3 

6.6               3.2 

4.4              25.5 

3,718 

580 

15.6 

s 

Dominion  Resources 

13.8              14.4 

8.0             45.6 

7.2               1.3 

4.9              26.4 

3,656 

493 

13.5 

: 

FPL  Group 

13.5              def 

def             40.0 

10.3               1.3 

3.6               P-D 

6,179 

-362 

def 

i 

Southern  Company 

12.8               9.1 

6.9             47.4 

3.5               7.4 

-4.3            -30.1 

7,904 

621 

7.9 

> 

LG&E  Energy 

12.6              105 

6.2             35.2 

NM               5.0 

NM            -16.9 

698 

63 

9.1 

i 

Carolina  Power  &.  Lt 

12.4              10.8 

6.7             38.0 

5.8               5.1 

NM            -17.2 

2,560 

315 

12.3 

,: 

Medians 

13.8             13.0 

7.5             36.6 

6.2              3.0 

4.0              -6.3 

2,279 

172      • 

12.5 

Soutb  central 

: 

Southwestern  Pub  Svc 

16.8             17.6 

9.9             34.8 

-0.7            -3.7 

-2.0              11.4 

769 

119 

15.5          :: 

Oklahoma  G&E 

14.4              16.0 

8.0             35.2 

1.5             12.5 

5.8               18.0 

1,232 

141 

11.5 

Central  &  So  West 

13.8              13.3 

7.1             32.7 

-1.9               7.1 

NM               19.2 

2,685 

351 

13.1 

Texas  Utilities 

13.6             14.3 

8.5             41.7 

1.4              4.5 

NM              22.0 

4,431 

938 

21.2 

Houston  Industries 

12.8             11. 1 

6.6             43.7 

-2.2               8.7 

-3.9               19.7 

4,064 

408 

10.1      j 

Gulf  States  Utils 

4.2               def 

2.4             39.8 

NM               4.7 

NM              D-D 

1,667 

-48 

def    m 

Entergy 

2.9             10.2 

6.9             47.8 

3.3              6.3 

NM               DP 

3,939 

423 

10.7    m 

El  Paso  Electric 

def               def 

def             48.8 

10.6               5.2 

NM              D-D 

437 

-58 

def      • 

Medians 

13.2             12.2 

7.0             40.7 

0.4               5.8 

NM              18.6 

2,176 

246 

11.1 

Western 

SCEcorp 

15.1              13.7 

8.7             42.5 

6.9              3.5 

2.0              -5.7 

7,063 

723 

10.2 

San  Diego  G&E 

14.6             16.2 

9.5             39.6 

5.7          -14.5 

NM              20.5 

1,736 

214 

12.4 

PacifiCorp 

14.3              14.7 

7.6             48.5 

5.9              3.3 

5.6                4.6 

3,778 

460 

12.2 

a 

Public  Service  Colo 

14.3             14.9 

8.4             38.9 

-0.8            -5.4 

NM              -6.9 

1,638 

149 

9.1 

Puget  Sound  P&L 

12.9             11.6 

8.0             46.6 

5.4               4.2 

12.3            -12.6 

910 

116 

12.8 

Hawaiian  Electric 

11.8               9.6 

6.4             34.7 

5.8             13.1 

5.7            -15.2 

962 

55 

5.7 

Montana  Power 

9.5               9.4 

6.9             37.4 

7.5               6.9 

NM              -2.3 

811 

79 

9.8 

Pacific  G&E 

7.9             10.5 

7.4             42.6 

NM               8.0 

-9.5            225.0 

9,165 

874- 

9.5 

Tucson  Electric 

7.5               def 

def             61.4 

9.7          -16.5 

NM              D-D 

515 

-118 

def 

Portland  General 

5.0               0.2 

3.1             37.2 

NM               5.9 

NM            -97.7 

836 

2 

0.2 

Public  Service  NM 

2.4               0.7 

3.2             41.6 

11.9            -4.1 

-13.1               DP 

865 

15 

1.8 

Pinnacle  West 

def              def 

def             55.5 

13.2               2.6 

NM              D-D 

1,560 

-494 

def 

Medians 

10.7             10.0 

7.1             42.0 

5.8               3.4 

NM              -6.3 

1,261 

98 

9.3 

Industry  niediaus 

12.9             11.7 

7.0             40.2 

2.5               4.7 

-4.5                3.5 

1,428 

129 

10.5 

All-industry  medians 

14.6             12.1 

9.2             32.6 

11.3               6.6 

6.9              -2.6 

1,282 

49 

4.0 
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TO  THE  PEOPLE 

WHO  GUARANTEE  THE 

FABRIC  OF  AMERICA. 
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Municipal  bonds  help  keep  America 

safe,  clean,  healthy,  educated  and  successful. 

They  provide  the  financial  muscle  that  helps  our  communities 

fund  the  projects  and  services 

that  keep  America's  standard  of  living  the  best  in  the  world. 

That's  why  we  salute  the  countless  men  and  women 

who  make  municipal  bonds  work  for  us  all. 

Today,  and  for  the  next  100  years. 

Municipal  Bond  Investors  Assurance  Corporation 

Armonk,  New  York  10504 


^WE  GUARANTEE  THE  PUBLIC  INTEREST  •    WE  GUARANTEE  THE  PUBLIC  INTEREST 


ENERGY 


How  high  could  oil  prices  go 
during  a  Mideast  war?  How  lou 
could  they  sink  afterwards? 


By  Toni  Hack 


m 


Oilmen  have  Saddam  Hussein  to  thank  for  boosting  the 
price  of  the  U.S.  benchmark  crude  over  $40  a  barrel  last  year, 
more  than  twice  its  summertime  low.  War  with  Iraq  could 
shove  the  price  from  around  $26  recently  to  above  $50.  After 
resolution  of  the  crisis?  Assuming  Saudi  Arabia's  oilfields  are 
intact,  ample  supplies  are  likely  to  push  the  price  below  $20, 
perhaps  as  low  as  $10. 
High  crude  prices  have  squeezed  refining  margins,  as  oil 


0 


companies  were  unable  to  pass  along  all  their  increased  coi 
Margins  should  be  somewhat  plumper  in  1991,  despite  J 
likely  drop  of  1%  to  2%  in  U.S.  gasoline  demand.  Oil  com 
panics'  chemical  units  will  remain  in  a  cyclical  depression 
brought  on  by  overcapacity  and  weak  demand. 

In  the  1990s  refiners  and  chemical  producers  will  be  invest- 
ing tens  of  billions  of  dollars  to  meet  Clean  Air  Act  require- 
ments and  other  environmental  rules.  Amoco  alone,  for  ex- 
ample, expects  to  spend  $3  billion  to  $4  billion. 

Oil  service  companies  will  enter  their  third  year  of  recovoy 
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NA:  Not  available,      NE:  Negative  equir\-,     NM:  Not  meaningful     a:  Four  yeaft. 
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Ahead  of  the  pack 


Oilmen  nowadays  are  heading 
overseas,  where  they  expect 
bigger  and  thus  lower-cost  dis- 
coveries than  in  the  much  ex- 
plored U.S.  No  American  com- 
pany can  claim  to  do  a  better  job 
punching  holes  abroad  than  Ex- 
xon. Salomon  Brothers  analyst 
Bernard  Picchi  recently  sur- 
veyed the  years  1982  to  1989 
and  found  that  Exxon's  foreign 
reserves  swelled  by  21%  over 
the  period,  to  6.7  billion  barrels, 
at  a  per-barrel  cost  15%  below 
the  industry  average. 

"Exploration  is  done  by  anal- 
ogy," says  Donald  Mclvor,  62, 
Exxon's  Canadian-born  senior 
vice  president  for  exploration 
and  production.  "Every  time 
you  do  it,  you  draw  on  your 
store  of  memories."  Eight  de- 
cades of  such  efforts  provide  Ex- 
xon with  a  storehouse  of  knowl- 
edge of  hydrocarbon-bearing  geologic  structures,  so  that  it 
;  can  use  its  understanding  of  Canada's  underground  lime- 
stone reefs,  for  example,  to  find  oil  and  gas  in  similar 
formations  in  Indonesia. 

Exxon  drilled  its  first  foreign  well  in  Romania,  in  1911. 
Now  it  reaps  two-thirds  of  its  production  earnings  from 
abroad.  Companies  that  only  recently  expanded  foreign 
exploration,  such  as  Atlantic  Richfield,  will  have  to  wait 
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several  years  to  see  earnings 
from  their  efforts.  Exxon  al- 
ready explores  in  23  countries 
and  is  in  the  process  of  negotiat- 
ing exploration  deals  in  10 
more.  It  spends  about  60%  of  its 
exploration  budget — $1.2  bil- 
lion in  1990 — outside  North 
America.  Its  current  inventory 
of  foreign  exploration  acreage, 
the  raw  material  for  new  discov- 
eries, stands  at  a  huge  80  mil- 
lion acres  and  covers  known 
producing  areas  like  the  North 
Sea  as  well  as  new  territory  like 
Chad  and  Papua  New  Guinea. 

Exxon  Chairman  Lawrence 
Rawl  likes  to  say  that  oil  is  a 
high-tech  commodity  business. 
Vice  President  Mclvor  has  been 
quick  to  adopt  new  technology 
like  three-dimensional  seismic 
surveys  and  a  patented  method 
of  mapping  circular  formations, 
such  as  salt  domes,  around  the  globe.  This  helps  Exxon 
find  oil  and  gas  more  efficiently. 

This  expertise  is  reflected  in  Exxon's  recent  stock  price 
of  50Vk,  near  its  asset  value  of  $50  per  share.  Investors  are 
taking  a  wait-and-see  attitude  toward  upcoming  criminal 
trials  over  the  Valdcz  spill.  Analyst  Picchi  estimates  poten- 
tial penalties  at  $1  billion  to  $3  billion,  on  top  of  the  $2 
billion  Exxon  has  already  spent.— T.M. 
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ROGER  HALLSTEIN  MAKES  SURE  FIRES  DON'T 
KILL  ANYONE  AFTER  THE  FLAMES  ARE  OUT 


THERE  WHEN  IT  COUNTS. 


Even  after  being  extinguished, 
fires— especially  industrial  fires- 
can  remain  life  threatening. 
Because  during  a  blaze,  substances 
such  as  mercury,  formaldehyde 
and  acids  used  in  industry  can  be 
released  into  the  air  in  deadly 
concentrations. 


"It's  a  case  of 
what  you  can't 
see  or  smell 
being  able  to 
kill  you,"  warns 
industrial  hygien- 
ist  Dr.  Roger 
Hallstein. 


Dn  Hallstein,  who  manages  our 
industrial  hygiene  laboratory- 
one  of  the  few  labs  of  its  kind  in 
the  country— heads  up  a  highly 
qualified  team  ready  to  work 
days,  nights  and  weekends.  Using 
state-of-the-art  equipment, 
they  analyze  air  samples  whenever 
necessary  And  provide  crucial 
data  and  recommendations  to  deal 
with  harmful  or  lethal  contamina- 
tion, in  short,  they  save  lives. 

Continental  has  a  lot  of  dedi- 
cated people  like  Dn  Hallstein. 
People  who  are  there  when  it 
counts.  People  who  have  helped 
make  us  a  leading  property/ 
casualty  insurer  and  a  strong,  solid 
company  They're  why  for  over 
135  years,  we've  met  our  obligations 
to  our  insureds,  our  employees, 
our  distributors  and  shareholders. 


^(ffr  Continental 
^  Insurance. 


from  a  seven-year  depression.  Prices  for  many  drilling  items 
are  rising.  Buyers  pay  premiums  for  such  products  as  a  Baker 
Hughes  bit  that  drills  faster,  and  Baroid  drilling  muds  that  are 
less  toxic  to  the  environment.  Merrill  Lynch  analyst  Suzanne 
Cook  expects  service  companies'  earnings  to  climb  at  least 
20%  in  1991,  after  a  30%  to  50%  jump  last  year. 

Natural  gas  companies  pray  that  this  winter  v^^ill,  at  long 
last,  be  at  least  normally  frosty.  Gas  demand  peaks  in  winter, 
but  mild  weather  in  recent  years  has  made  for  anemic  pricing: 
flat  for  the  last  four  years.  The  lower  the  thermometer  goes 
this  winter,  the  higher  gas  prices  will  rise. 

Most  pipelines  are  looking  for  ways  to  recover  from  cus- 


tomers part  of  the  billions  of  dollars  they  paid  to  get  out  o: 
old,  high-priced  gas  supply  contracts.  A  court  struck  dovra 
the  recovery  mechanism  they  had  been  using.  Brooklyn 
Union  Gas  President  Robert  Catell  sees  two  boons  for  distrib 
utors:  Falling  interest  rates  help  this  capital-hungry  business, 
and  high  heating-oil  prices  encourage  switching  to  gas. 

Record  production  and  stockpiling  by  some  utilities  weak- 
ened coal  prices  in  1990.  This  year,  absent  a  frigid  winter  anc 
torrid  summer,  a  slow  economy  is  likely  to  keep  electricity 
demand  flat  and  thus  prices  soft.  In  1992  or  1993  low-sulfur 
coal  producers  like  Pittston  and  Westmoreland  Coal  will 
start  to  see  modest  benefits  from  the  Clean  Air  Act.  ■ 
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73 

6.2 

Southwest  Gas 

13.6               8.7 

6.1 

59.0 

13.6 

2.3 

5.1 

-19.3 

849 

31 

3.7 

Brooklyn  Union  Gas 

13.2            10.7 

6.8 

41.8 

-2.3 

2.5 

NM 

-15.1 

994 

56 

5.7 

Wicor 

13.1               9.3 

8.3 

30.9 

-3.1 

-5.7 

NM 

-28.8 

698 

24 

3.4 

UGI 

12.0               9.3 

7.5 

31.5 

-12.6 

9.3 

17.7b 

-29.2 

343 

25 

7.3 

Atlanta  Gas  Light 

11.4             10.4 

7.1 

38.8 

-5.3 

6.6 

NM 

6.3 

1,001 

46 

4.6 

Eastern  Enterprises 

9.2             12.9 

8.9 

29.4 

-12.9 

18.3 

39.4b 

9.5 

934 

64 

6.9 

Diversified  Energies 

8.4               3.6 

4.0 

34.6 

-2.3 

-7.5 

NM 

-74.2 

759 

9 

1.2 

Medians 

13.7             11.5 

7.5 

37.1 

-5.1 

1.5 

NM 

-13.4 

849 

46 

5.8 

Int^rated  gas 

Consol  Natural  Gas 

11.9               9.4 

5.9 

26.0 

-5.9 

9.7 

-2.7 

1.1 

2,861 

161 

5.6 

National  Fuel  Gas 

11.8             11.1 

7.3 

38.9 

-6.0 

4.2 

-2.5 

-5.2 

892 

52 

5.8 

Pacific  Enterprises 

11.2               def 

1.3 

37.0 

6.5 

5.4 

NM 

P-D 

6,927 

-59 

def 

Equitable  Resources 

10.9               9.8 

6.7 

27.0 

-2.7 

39.3 

-10.3 

-2.5 

628 

49 

7.9 

Questar 

8.4             10.5 

7.5 

30.3 

-6.6 

5.9 

-11.8 

7.4 

517 

52 

10.1 

Oneok 

7.4             10.0 

7.2 

29.6 

-13.9 

8.0 

-19.0 

-6.2 

668 

33 

4.9 

Columbia  Gas  System 

6.8               7.2 

5.0 

35.8 

-7.6 

4.3 

14.0b 

-8.6 

2,945 

117 

4.0 

KN  Energy 

3.8             12.5 

8.2 

36.1 

-5.7 

13.4 

NM 

DP 

382 

20 

5.2 

Arkla 

2.4             15.9 

7.4 

50.0 

18.6 

14.1 

NM 

DP 

2,347 

113 

4.8 

Enserch 

def               9.9 

6.1 

44.5 

-5.3 

4.1 

NM 

56.5 

2,792 

83 

3.0 

Medians 

7.9             10.0 

7.0 

35.9 

-5.8 

7.0 

-15.4 

-0.7 

1,620 

52 

5.1 

Coal&other 

Nacco  Industries 

21.3             16.8 

8.5 

66.4 

13.7 

45.2 

16.5 

14.7 

1,380 

51 

3.7 

Cyprus  Minerals 

11.4             10.2 

9.8 

14.0 

22.8 

3.4 

147.8b 

-54.6 

1,825 

137 

7.5 

Westmoreland  Coal 

def              9.7 

8.7 

17.4 

-0.6 

-5.7 

NM 

9.2 

567 

15 

2.6 

Pittston 

def              3.1 

3.8 

22.4 

6.2 

7.6 

NM 

-53.9 

1,765 

13 

0.7 

Medians 

5.5            10.0 

8.6 

19.9 

9.9 

5.5 

NM 

D-P 

1,573 

33 

3.1 

Industry  medians 

9.3             10.0 

7.2 

37.6 

-6.6 

9.2 

NM 

-2.5 

1,659 

63 

4.0 

All-industry  medians 

14.6             12.1 

9.2 

32.6 

11.3 

6.6 

6.9 

-2.6 

1,282 

49 

4.0 

DD   Deficit  to  deficit.     D  1>:  Def 

cit  to  profit.     P-D:  Pro 

It  to  deficit. 

def  Defic 

t.        NA:  Not 

availahle. 

NF.:  Negative 

equiU'.     > 

>1M:  Not  ni 

eaningful.     a: 

Four-vear 

average,     b:  Three-year  average 

For  further  explanation 

.see  page  95. 

Sources.  F( 

)««/>.  Value  Line 

Data  Ba^ 

e  Sen 'ice  ri 

a  Lotus  CD  It 

westment. 
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AIRBORNE  EXPRESS 

CHOSE  HYUNDAI  PCs 

FOR  THE  LONG  HAUL 


THEY  KNEW  WE  COULD  DELIVER  THE  GOODS. 


Airborne  Expressf  the  world's 
fastest  growing  overniglnt  air 
express  company,  had  strong  ideas 
about  what  they  needed  when  it 
came  to  PCs. 

After  examining  different  sys- 
tems to  see  how  they  weighed  up, 
Hyundai*  came  through  with  flying 
colors.  Airborne  installed  Hyundai 
PCs  at  their  central  sorting  facility 
and  specified  them  for  the  Libra  II 
shipping  system  they  offer  to  high- 
volume  users. 

Hyundai  has  the  broadest  line 
of  PC-compatible  computers  and 
peripherals  available.  From  power- 
ful desktop  machines  to  the  latest 
portables.  All  competitively  priced 
and  available  from  a  first-class, 
nationwide  network  of  dealers. 

For  information  systems  for  the 
long  haul,  call  on  Hyundai.  Airborne 
Express  did.  Hyundai  Electronics 
America,  166  Baypointe 
Parkway  San  Jose, 
CA  95134 


After  glittering  on  Wall  Street  for 
much  of  the  1980s,  many  of 
Tinseltown 's  entertainment 
companies  look  rather  tarnished 


By  Kathryn  Harris 


The  comeuppance  has  been  brutal:  1990  confirmed  that 
most  entertainment  and  information  companies  had  fallen 
out  of  favor  with  investors.  The  freshest  evidence  was  mca's 
inability  to  fetch  the  $80  to  $90  per-share  price  anticipated  in 
its  sale  to  Matsushita  Electric  Industrial  Co.  mca  settled  for  a 
cash  and  securities  deal  valued  at  $71.  Meanwhile,  the  failure 
rate  accelerated  for  smaller  movie  companies,  with  at  least 
three  more  seeking  bankruptcy  protection. 

Judging  by  last  year's  domestic  box  office  receipts  (nearly 
$5  billion)  and  home  video  rentals  (over  $7  billion),  the  movie 
business  isn't  doing  badly.  But  Wall  Street  and  Hollywood 
sources  say  the  industry  has  reached  a  crisis  point  with 
runaway  costs. 


In  broadcasting,  the  news  isn't  much  better.  Network 
viewership  continues  to  erode,  and  advertisers  are  spending 
more  of  their  money  on  cable  or  other  media.  But  even 
cable — the  longtime  darling  of  Wall  Street  and  lenders — is 
suffering  now  from  an  inability  to  borrow  money. 

Newspaper  advertising  revenue  showed  only  a  1.7%  gain  in 
1990,  according  to  PaincWebber  analyst  Ken  Noble,  who  adds 
that  the  credit  crunch  has  depressed  all  categories  of  local 
advertising,  including  tv  stations  and  radio. 

In  consumer  book  publishing,  margins  have  been  under 
pressure  in  part  because  of  big  advances  to  authors.  But 
overall.  Noble  says,  book  publishing  is  "not  very  cyclical" 
and  some  categories  even  prosper  in  recessions:  college  text- 
books— because  so  many  people  return  to  campus  when  they 
can't  find  a  job — and  inspirational  or  religious  books.  ■ 


Exporting  Hollywood 


i 


Hollywood  has  muted  its  boast  of  be- 
ing one  of  the  nation's  biggest  ex- 
porters. Business  overseas  is  still  boom- 
ing, but  five  out  of  the  eight  major  stu- 
dios now  belong  to  foreign-based 
companies,  if  the  pending  Matsushita 
purchase  of  mca  is  counted. 

Only  Time  Warner  insists  it  will  re- 
main in  American  hands  and  lead  the 
pack  in  foreign  expansion.  Time  Inc.  and 
Warner  Communications  justified  their 
merger  plan  in  1989  by  arguing  that  an 
American  company  had  to  be  large 
enough  to  compete  globally. 

Here  is  the  wrinkle:  The  company 
took  on  nearly  $11  billion  in  debt  and 
now  is  searching  for  foreign  investors 
who'll  settle  for  a  minority  stake  in  certain  Time  Warner 
businesses.  Yet  the  co-chief  executives,  Steven  J.  Ross  and 
Nicholas  J.  Nicholas  Jr.,  insist  the  search  for  partners  has 
more  to  do  with  global  expansion  than  with  reducing  debt. 

Time  Warner  already  derives  23%  of  its  revenues  from 
operations  outside  the  U.S.  The  goal,  says  Nicholas,  is  to 
push  the  figure  closer  to  50%,  as  new  markets  open  in 
Eastern  Europe,  Asia  and  other  comers  of  the  earth. 


Time  Warner's  Nicholas,  Ross 


ChriMDplKT  I  ink- 

Warner's  music  group  is  a  key  ele- 
ment: Fully  half  that  division's  1989  rev- 
enues of  $2.5  billion  came  from  foreign 
markets.  The  company's  roster  includes 
American  artists  like  Madonna  and  Paul 
Simon,  who  are  big  sellers  overseas.  But 
in  television  programming  the  specter  of 
quotas  could  inhibit  the  amount  of  U.S.- 
produced  fare  permitted  to  air  on  sta- 
tions now  proliferating  in  Europe.  So 
Time  Warner  has  also  invested  in  a  Scan- 
dinavian pay  TV  venture,  a  Hungarian 
cable  TV  system,  and  multiplex  movie 
theaters  in  Moscow  and  Leningrad.  In 
Australia  the  company  has  bought  one- 
third  of  a  movie  studio,  and  a  studio  tour 
is  expected  to  open  by  June  1991.  Yet  all 
these  projects  are  small  potatoes;  Ross  and  Nicholas  have 
bigger  ventures  in  mind. 

No  major  deal  was  anticipated  by  the  close  of  1990;  Wall 
Street  types  think  it  will  be  hard  persuading  giant  foreign 
companies  to  take  minority  stakes  in  Time  Warner  busi- 
nesses. Publicly,  however,  Ross  is  undaunted.  He  promises 
that  the  1990  annual  report  will  be  published  in  French, 
German,  Italian  and  Japanese,  as  well  as  English. — K.H. 
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I 

n 

Entertainment 

Net 

Prom 

1  &  information 

Profitability 

Growth 

Sales 

income 

margin 

Return  on 

equity 

Sales 

Earnings  per  share 

Return  on 

latest 

capital 

latest 

latest 

latest 

latest 

latest 

5-year 

12 

latest 

Debt/ 

5-year 

12 

5-year 

12 

12 

12 

12 

average 

mos 

12  mos 

capital 

average 

mos 

average 

mos 

mos 

mos 

mos 

Company 

% 

% 

% 

% 

% 

% 

% 

% 

$mil 

Smil 

% 

Broadcasting  &  cable 

CBS 

41.6 

12.0 

10.3 

21.1 

-12.1 

11.8 

22.7 

16.2 

3,207 

327 

10.2 

Capital  Cities/ ABC 

15.9 

15.3 

11.8 

30.6 

45.0 

12.2 

23.4 

15.6 

5,344 

502 

9.4 

Multimedia 

0.6 

NE 

35.0 

227.9 

8.9 

4.1 

NM 

30.0 

476 

47 

9.9 

Tele-Communications 

def 

def 

3.3 

80.9 

51.9 

24.4 

NM 

D-D 

3,511 

-213 

def 

Comcast 

def 

def 

def 

85.1 

46.6 

21.9 

NM 

D-D 

642 

-183 

def 

Cablevision  Systems 

def 

NE 

def 

137.2 

39.9 

11.7 

NM 

D-D 

549 

-277 

def 

Turner  Broadcasting 

def 

NE 

4.2 

108.7 

30.4 

34.1 

NM 

D-D 

1,329 

-10 

def 

Viacom 

NA 

def 

6.2 

85.1 

35.8 

10.6 

NA 

P-D 

1,555 

-32 

def 

Medians 

def 

def 

5.2 

85.1 

37.9 

12.0 

NM 

P-D 

1,442 

-21 

-1.4 

Movies 

General  Cinema 

46.6 

4.0 

5.3 

29.5 

19.9 

5.0 

34.7 

-93.5 

2,112 

63 

3.0 

Paramount  Commun 

32.2 

37.2 

32.5 

17.9 

NM 

-6.4 

41.1 

266.6 

3,660 

1,383 

37.8 

Walt  Disney 

26.4 

26.7 

20.8 

24.5 

21.6 

27.2 

41.8 

17.6 

5,844 

824 

14.1 

Handleman 

24.7 

15.6 

14.9 

6.6 

14.6 

10.4 

17.1 

-21.4 

749 

34 

4.6 

LIVE  Entertainment 

20.8 

11.9 

8.9 

58.9 

18.9 

69.1 

NM 

-51.6 

657 

16 

2.4 

Commtron 

18.0 

16.8 

16.5 

0.0 

18.9 

0.7 

15.8 

15.4 

554 

9 

1.7 

MCA 

10.6 

10.6 

8.4 

34.2 

14.5 

14.5 

11.2 

0.0 

3,881 

209 

5.4 

Time  Wamer 

9.4 

def 

1.4 

54.3 

17.1 

96.7 

NM 

P-D 

11,320 

-415 

def 

Orion  Pictures 

4.5 

3.9 

5.8 

59.1 

21.2 

-2.4 

15.2b 

-50.6 

486 

9 

1.9 

AMC  Entertainment 

def 

def 

def 

82.7 

15.4 

-5.9 

NM 

P-D 

4>30 

-22 

def 

UA  Entertainment 

def 

def 

1.0 

75.0 

23.3 

33.7 

NM 

D-D 

1,426 

-95 

def 

Pathe  Communications 

defb 

103.2 

2.7 

69.2 

NM 

-25.6 

NM 

D-P 

288 

-2 

def 

Medians 

14.3 

11.3 

7.1 

44.2 

18.0 

7.7 

13.2 

-36.0 

1,088 

13 

2.1 

Publishing 

Pulitzer  PuBlishing 

80.6 

41.7 

17.9 

55.6 

11.2 

2.3 

20.9 

20.6 

407 

25 

6.2 

Reader's  Digest  Assn 

60.3a 

35.9 

33.5 

1.8 

8.5 

12.8 

55.8 

20.2 

2,092 

185 

8.8 

Affiliated  Pubs 

33.9 

16.0 

11.1 

43.2 

12.1 

3.1 

13.0 

-28.1 

544 

32 

5.8 

Washington  Post 

33.8 

19.8 

16.7 

11.9 

8.0 

1.2 

25.4 

4.5 

1,451 

184 

12.7 

Dow  Jones 

27.7 

8.8 

6.0 

29.8 

12.9 

3.3 

18.2 

-61.3 

1,717 

123 

7.2 

Commerce  Clearing 

26.4 

16.7 

14.3 

6.7 

10.4 

5.3 

NM 

-11.0 

703 

36 

5.1 

Dun  &  Bradstreet 

26.1 

23.6 

19.8 

0.0 

13.1 

8.7 

NM 

-9.2 

4,668 

510 

10.9 

Western  Publishing 

25.6 

10.0 

10.0 

0.0 

14.8 

-0.5 

17.8 

-13.8 

499 

20 

4.0 

New  York  Times 

24.9 

3.3 

2.0 

20.3 

7.4 

4.9 

19.4 

-89.5 

1,791 

34 

1.9 

Gannett 

22.3 

19.4 

14.0 

27.4 

12.9 

1.5 

12.3 

-0.4 

3,506 

387 

11.0 

Kmght-Ridder 

22.1 

18.3 

12.6 

42.6 

6.4 

4.0 

14.4 

'  -24.7 

2,325 

169 

7.3 

Times  Mirror 

21.6 

10.6 

8.0 

29.6 

4.3 

2.6 

6.8 

-34.9 

3,570 

199 

5.6 

Interpublic  Group 

21.2 

21.0 

20.4 

8.5 

15.9 

3.9 

16.3 

12.4 

1,284 

75 

5.8 

Tribune 

19.6 

13.6 

10.1 

28.4 

6.5 

3.5 

17.5 

-15.4 

2,496 

195 

7.8 

RR  Donnelley  §».  Sons 

18.3 

15.6 

12.1 

25.0 

11.6 

5.6 

11.1 

3.2 

3,281 

226 

6.9 

Banta 

17.2 

8  5 

7.4 

26.7 

14.4 

3.7 

8.5 

-50.0 

580 

17 

2.9 

Central  Newspapers 

16.0a 

12.5 

11.5 

0.8 

5.0 

2.2 

6.9 

-0.8 

438 

32 

7.4 

McGraw-Hill 

15.3 

2.6 

3.1 

35.4 

5.6 

6.8 

-14.2 

-88.2 

1,899 

23 

1.2 

Houghton  Mifflin 

14.1 

12.5 

12.4 

21.6 

10.0 

8.8 

5.8 

17.3 

428 

25 

5.9 

EW  Scripps 

13.4b 

8.9 

6.9 

29.0 

9.5 

3.3 

NM 

-27.2 

1,297 

58 

4.5 

Meredith 

11.9 

9.2 

6.9 

0.1 

12.1 

-4.2 

-4.5 

0.0 

742 

25 

3.4 

Standex  International 

11.9 

16.1 

12.5 

31.4 

3.7 

7.0 

NM 

16.8 

474 

23 

4.9 

American  Greetings 

10.6 

12.4 

9.5 

25.7 

7.0 

6.7 

-6.7 

54.6 

1,339 

75 

5.6 

AHBelo 

8.4 

10.8 

6.8 

47.0 

2.3 

7.0 

-15.2 

49.4 

436 

25 

5.8 

Media  General 

7.6 

8.2 

5.5 

36.2 

4.2 

■-1.5 

-15.3 

DP 

623 

21 

3.4 

Harcourt  Brace 

6.0 

NE 

42.4 

162.6 

25.7 

4.4 

-15.0 

DP 

1,404 

262 

18.7 

Medians 

20.4 

12.5 

11.3 

27.0 

9.7 

3.8 

7.7 

-0.6 

1,318 

47 

5.8 

Advertising 

Omnicom  Group 

16.9 

22.3 

14.0 

49.8 

9.6 

19.2 

NM 

14.1 

1,147 

52 

4.5 

Grey  Advertising 

14.5 

13.2 

15.2 

2.8 

16.0 

9.7 

8.2 

-0.9 

451 

15 

3.3 

ADVO-System 

def 

26.9 

27.9 

0.0 

11.1 

6.0 

NM 

179.4 

655 

16 

2.5 

Medians 

14.5 

22.3 

15.2 

2.8 

11.1 

9.7 

NM 

14.1 

655 

16 

3.3 

Industry  medians 

16.4 

12.0 

10.1 

29.6 

12.1 

5.3 

6.8 

-0.9 

1,297 

32 

4.9 

All-industry  medians 

14.6 

12.1 

9.2 

32.6 

11.3 

6.6 

6.9 

-2.6 

1,282 

49 

4.0 

D-D:  Deficit  to  deficit.     D-P:  Defic 

it  to  profit- 

P-D:  Profit 

o  deficit,     def:  Deficit. 

NA:  Not  available,     NE: 

Negative  i  luiti 

.     N.M:  No 

meaningful 

:i   Hcjur-\x'i 

ir  a\  eragf 

b:  Three-year  average.     For  furtlit 

>r  explanatior 

,  .see  page 

95. 

' 

Sources-  F 

jmFS:  Value  Line  Data  Ba 

ie  Serine e  ru 

( lo/us  CO  h 

resliiieul. 
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FINANCIAL  SERVICES 


77:?^  Fed  has  finally  eased  up, 
^somewhat,  on  the  banking 
system.  But  problems  persist. 


By  Matthew  Schifrin 


The  good  news  for  the  financial  services  industry  is  that 
McDonald's  and  Wendy's  are  hiring.  Unfortunately,  this  isn't 
a  joke  for  the  more  than  75,000  bank  and  investment  firm 
employees  w^ho  have  lost  their  jobs  since  late  1987.  Many 


thousands  more  will  be  laid  off  in  the  months  ahead,  especial 
ly  if  the  big  banks  begin  to  merge. 

While  many  other  industries  featured  in  our  annual  surve) 
of  business  are  just  beginning  to  feel  the  effects  of  the  slowing 
economy,  parts  of  the  financial  services  industry  have  been  ir 
the  midst  of  what  some  are  calling  a  depression  for  nearly 


Financial 

Net 

Profit 

services 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings 

per  share 

Return  on 

latest 

capital 

latest 

latest 

latest 

latest 

latest 

5-year              12 

latest 

Debt/ 

5-year 

12 

5-year 

12 

12 

12 

12 

average           mos 

12  mos 

capital 

average 

mos 

average 

mos 

mos 

mos 

mos 

Company 

%                 % 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Multinational  t>anks 

First  Chicago 

10.6             12.5 

9.4 

33.4 

4.0 

6.1 

34.9 

-19.1 

5,689 

315 

5.5 

Bank  of  Boston 

9.6              def 

def 

41.1 

16.2 

1.2 

-13.8 

P-D 

6,352 

-221 

def 

Citicorp 

7.1              def 

4.3 

58.9 

13.1 

10.0 

-11.9 

P-D 

39,918 

-84 

.      def 

BankAmerica 

3.1              14.7 

11.1 

38.8 

-6.0 

4.3 

NM 

-19.5 

11,972 

810 

6.8 

JP  Morgan  &.  Co 

1.9             17.6 

10.7 

48.7 

8.5 

2.1 

NM 

D-P 

10,383 

738 

7.1 

Chase  Manhattan 

0.7              def 

def 

54.3 

7.6 

0.8 

NM 

D-D 

13,880 

-352 

def 

Bankers  Trust  NY 

def            28.8 

16.3 

47.3 

8.4 

7.3 

NM 

DP 

7,538 

643 

8.5 

Chemical  Banking 

def               9.5 

7.6 

45.4 

8.1 

-1.4 

NM 

DP 

7,989 

317 

4.0 

Manufacturers  Hanover 

def               9.9 

6.6 

42.8 

NM 

-10.6 

NM 

DP 

7,726 

268 

3.5 

Continental  Bank 

def               def 

1.7 

35.3 

NM 

-17.0 

NM 

P-D 

2,906 

-17 

def 

Medians 

1.3               9.7 

7.1 

44.1 

7.9 

1.6 

NM 

DP 

7,858 

292 

3.7 

Regional  banks 

State  Street  Boston 

19.8             18.6 

12.9 

29.2 

17.8 

21.9 

15.2 

12.0 

1,263 

114 

9.0 

First  Union 

19.5             12.7 

11.8 

27.6 

17.3 

20.7 

5.9 

-8.6 

3,875 

288 

7.4 

Michigan  National 

19.4               9.2 

8.6 

8.9 

8.3 

-30.7 

41.2 

-60.3 

1,015 

70 

6.9 

Bancorp  Hawaii 

19.0             18.5 

17.8 

7.1 

11.5 

24.6 

17.9 

15.5 

893 

91 

10.3 

CoreStates  Financial 

18.4             18.2 

15.0 

32.1 

12.6 

31.4 

4.5 

-5.7 

2,418 

238 

9.8 

Signet  Banking 

18.1               9.0 

7.9 

32.1 

14.1 

14.2 

NM 

-42.1 

1,454 

67 

4.6 

Wells  Fargo 

18.1             27.9 

16.3 

43.0 

11.5 

4.7 

27.6 

27.7 

5,755 

713 

12.4 

MNC  Financial 

18.1               def 

def 

30.1 

16.3 

33.8 

24.4 

P-D 

3,089 

-183 

def 

SunTrust  Banks 

17.9             16.7 

14.7 

17.6 

7.9 

4.8 

12.6 

6.6 

3,379 

349 

10.3 

C&S/Sovran 

17.9             11.4 

10.1 

23.0 

12.3 

6.5 

12.4 

-29.4 

5,249 

355 

6.8 

NCNB 

17.7              16.3 

12.9 

34.1 

25.3 

25.0 

14.0 

12.3 

6,578 

471 

7.2 

National  City 

17.7             17.7 

16.0 

12.8 

13.4 

6.3 

12.0 

1.6 

2,663 

266 

10.0 

Old  Kent  Financial 

17.5             15.9 

13.5 

12.0 

14.9 

3.9 

6.2 

i.7 

871 

89 

10.2 

Fleet/Norstar  Finl 

17.5               3.9 

5.2 

47.9 

17.1 

13.8 

11.4 

-76.4 

3,977 

93 

2.3 

Banc  One 

17.4             17.4 

16.4 

16.7 

15.1 

9.0 

12.7 

12.8 

3,350 

407 

12.2 

First  Wachovia 

17.4             16.6 

15.7 

5.7 

7.1 

5.7 

8.2 

10.3 

2,490 

291 

11.7 

SouthTrust 

17.3             13.7 

12.0 

21.9 

15.9 

14.4 

9.9 

-4.6 

836 

70 

8.3 

Bamett  Banks 

17.2               9.7 

8.9 

18.3 

17.5 

10.0 

11.0 

-34.8 

3,226 

165 

5.1 

Midlantic 

16.9               def 

def 

25.9 

13.8 

15.5 

10.1 

P-D 

.    2,534 

-163 

def 

PNC  Financial 

16.7               8.5 

8.2 

25.2 

26.7 

8.1 

3.9 

-52.5 

4,875 

241 

4.9 

D-D:  Deficit  lo  deficit      D  1':  Defici 

to  profit      I'-D:  I'rofit  to 

deficit,     def:  Deficit.      N 

A;  Not  available 

NE:  N 

egati\c  equity' 

NM:  Not  n 

leaningfui. 

a:  Four-yeai' average. 

h:  Three-vear  average.     For-  funhe 

r  e.xplanation,  .see  page 

95. 

Sources  Fi 

jKHHs;  Value  Line  Data  Ba. 

e  Service  v 

a  Lotus  CD  Iiiresnnenl. 
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Gate  to  gate  service. 

Standing  under  the  torii  gates 
of  Kyoto,  you're  a  long  way  from 
where  you  hegiin  this  journey  But 
United  made  it  easy 

With  nonstops  to  Japiin  from 
live  U.S.  gateways,  United  gives  you 
the  convenience  you  need,  and  a 
'^  level  of  service  that  makes  passing 
I  through  a  pleasure. 

Come  tlv  the  friendly  skies. 


\tUi0e^' 


■  ''«<;m^ 


E 

1 

D 

".  I  R  L  I  r 

Tokyo  •  Osaka  •  Hong  Kong  •  Seoul  •  Taii'LI  •  Syijnly  •  MtLfioURNfc  •  Bli))n<,  •  SiiAXfjiAi  •  Aucki  am)  •  SinGai'okf  '•  M/'m  /■  •  H 


three  years.  The  slump  in  the  stock  market  and  a  drying  up  of 
leveraged  buyout  and  initial  public  offering  business  took 
their  toll  on  brokerage  firms.  Pretax  industry  margins  for 
1990  are  expected  to  be  around  1%,  the  lowest  level  since 
fixed-price  commissions  were  abolished  in  the  mid-1970s. 

Securities  brokers  are  facing  encroachment  from  banks, 
both  foreign  and  domestic,  and  from  the  big  corporations  they 
serve.  Former  clients  such  as  Du  Pont,  gm  ,  ibm  and  Kodak 
now  handle  their  own  foreign  exchange  trading,  commercial 
paper  underwriting  and  even  mergers  and  acquisitions.  Mer- 


rill Lynch  is  abandoning  its  strategy  of  being  the  biggest  in 
every  business  and  is  reorganizing  to  cut  $100  million  in 
annual  expenses.  PaineWebber  is  rumored  to  be  discussing  a 
merger  with  Prudential-Bache  Securities. 

Two  Wall  Street  firms  on  our  list,  Morgan  Stanley  and 
Salomon  Brothers,  are  doing  better  than  many  competitors. 
Both  companies  refocused  efforts  on  an  old  franchise — trad 
ing  for  their  own  accounts.  Salomon  is  also  getting  a  big  kick 
from  its  global^ oil-trading  subsidiary,  Phibro  Energy. 

As  for  the  banks  and  thrifts,  they  could  be  headed  toward  a 


Privileged  plastic 


W'  hen  Saddam  Hussein's  tanks  rolled  into  Kuwait  in 
August,  most  bank  card  companies  offering  Visa  and 
MasterCard  immediately  froze  the  accounts  of  all  Ku- 
waitis. Not  American  Express.  Most  Kuwaiti  cardholders 
living  outside  the  tiny  country  never  lost  their  card  ser- 
vice. Even  hostages  inside  Iraq  and  Kuwait  who  had  Amer- 
ican Express  cards  or  traveler's  checks  could  use  them  for 
food,  lodging  and  basic 
necessities. 

"We  will  probably  lose 
a  little  money  there,  but 
it's  worth  it,"  says  Rich- 
ard Thoman,  the  46- 
year-old  president  of 
American  Express  Inter- 
national. In  fact,  AmEx 
continued  to  provide  ser- 
vice to  customers  during 
Mexico  City's  1985 
earthquake  and  the  U.S. 
invasion  of  Panama  in 
1989. 

And  when  Tiananmen 
Square  erupted  in  violence 
in  1989,  AmEx'  office  lost 
only  about  an  hour's  ser- 
vice. "We  have  a  few  bul- 
let holes  in  our  branch 
there,"  says  Thoman. 

To  foreigners  the  mes- 
sage is  clear:  Member- 
ship does  have  its  privi- 
leges. As  a  result,  10  mil- 
lion of  the  25  million 
outstanding  AmEx  cards 
are  held  by  foreigners. 
The  breakdown:  I  mil- 
lion in  Japan,  5  million 
in  Europe  and  another  4 
million  in  Asia  and  Lat- 
in America.  In  all,  AmEx 
International  has  25,000 
employees  working 

overseas  in- 1,600  offices 
in  150  countries. 

As  in  the  U.S.,  AmEx' 
bread  and  butter  is  its 
Travel  Related  Services 


Richard  Thoman  ofAinericaii  EAprcss  liitcniatiutial 


Group,  which  offers  charge  cards  and  traveler's  checks. 
Ten  years  ago  90%  of  trs  International's  profits  came  from 
U.S.  citizens  traveling  abroad;  now  about  85%  of  its  earn- 
ings comes  from  spending  by  foreigners  using  credit  cards 
and  traveler's  checks  in  their  own  countries  or  overseas. 

Besides  trs,  Thoman  is  in  charge  of  American  Express 
Bank,  a  $17  billion  (assets)  bank  that  targets  affluent 

foreigners  from  83  of- 
fices in  39  countries. 
AmEx  International's 
newest  overseas  divi- 
sion, called  Consumer 
Financial  Services,  aims 
to  sell  insurance,  invest- 
ment and  lending  prod- 
ucts abroad.  Total 
spending  on  advertising 
and  marketing  by  Amer- 
ican Express  Interna- 
tional this  year  should 
reach  $400  million.. 

AmEx'  aggressive 

marketing  overseas  is  es- 
pecially welcome  as  an 
offset  to  problems  at 
home.  Ailing  Shearson, 
for  example,  has  already 
sucked  more  than  $1  bil- 
lion in  capital  from  par- 
ent American  Express. 
AmEx'  cardholders 

abroad  increased  1 7% 
last  year,  compared  with 
only  9%  domestically. 
Among  other  things,  the 
foreign  card  business  is 
more  profitable  because 
of  the  higher  personal 
savings  rates  abroad, 
which  result  in  lower  de- 
linquency rates  and 
writeoffs.  Many  foreign- 
ers, moreover,  are  now 
learning  the  pleasures  of 
shopping,  at  a  time 
when  many  U.S.  card- 
holders are  shopped 
out.  —M.S. 
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Test  Drive  A  Ricoh  Kax  And  You  Might 
End  Up  Driving  A  New  Porsche 


RICOH  EAX80 


RICOH  FAX2800L 


One  test  drive  is  ail  you'll  need  to  discover  the  outstanding 
performance  of  a  RICOH  fax.  And  it  could  be  all  you'll  need  to  discover  the 
outstanding  performance  of  a  new  Porsche  944  Cabriolet  if  you're  a  winner  in  Ricoh's 
Porsche  Sweepstakes.  Or  you  could  win  one  of  over  150  other  prizes  such  as  RICOH 
video  camcorders,  RICOH  35mm  cameras,  or  sleek  Porsche  jackets. 

Ricoh  has  the  broadest  lineup  of  fax  machines  in  the  business,  to  fuel  the  needs  of 
any  size  office.  If  speed  is  of  the  essence,  there's  the  lightning  quick  RICOH 
■B  FAX4000L  plain  paper  fax.  For  small  businesses,  the  RICOH  FAX80  is 

the  perfect  model  of  cost  efficiency  and  performance.  And  Ricoh  has 
even  made  plain  paper  faxing  affordable  with  the  introduction  of  the 
-P    new  RICOH  FAX2800L. 

So  call  1  (800)  63-RICOH  for  the  Ricoh  office  nearest  you,  and  zip  down  to  test 
drive  a  RICOH  fax.  You  just  might  end  up  with  one  of  the  world's 
fastest  fax  machines  and  one  of  the  world's  fastest  cars. 


==  mi    ^ 


nmm 


® 


RICOH  FAX4000L 


Where  Imagimtion  Becomes  Reality 


I 


No  purchase  necessary.  Entry  Forms  and  rules  at  partidpating  Ricoh  dealers  or  a  Ricoh  sales  office.  Open  to  residents  of  the  U.S. ,  21  and  older.  Sweepstakes  ends  1/31/91.  \bid  where  prohibited .  MI  residents  may  request  an  Entry  Rjrm  by 
sending  self-addressed  stamped  envelope  to:  Ricoh/Porsche,  P.O.  Box  618,  Gibbstown,  NJ  08027  by  12/31/90  One  per  person.  Porsche  is  a  registered  trademark  of  Dr.  Ing.h.c.R  Porsche  AG  and  its  affiliate,  Porsche  Cars  Ncrth  America,  Inc. 
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1 

severe  liquidity  crisis,  reports  Christopher  Quackenbush  of 
Sandler,  O'Neill,  a  New  York  City-based  investment  banking 
firm.  Weak  earnings  limit  the  ability  of  many  banking  insti- 
tutions to  generate  capital.  Meanwhile,  throughout  1990  the 
government  was  promulgating  tougher  capital  and  loan-loss 
reserve  requirements.  "That's  like  kicking  the  industry  when 

it's  down,"  says  Quackenbush.  Finally,  late  in  the  year,  th 
Fed  relented,  somewhat.  Even  so,  Salomon  Brothers'  stoc 
index  of  35  major  banks  is  off  more  than  50%  from  a  year  ago 
Casualties  continue  to  mount.  Soured  junk  bond  invest 
ments  left  Columbia  Savings  &  Loan  nearly  insolvent.  Mont 
gomery,  Ala. -based  Enstar  Group's  50% -owned  Americai 

Financial 
services 

Company 

ProfitabUity 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

latest 
5-year             12 
average          mos 

%                % 

Return  on 
capital 

latest           Debt/ 
12  mos        capital 

%                % 

Sales 

latest 
5-year             12 
average          mos 

%                % 

Earnings  per  share 

latest 
5-year              12 
average           mos 

%                 % 

latest 

12 

mos 

$mil 

latest 

12 

mos 

$mil 

latest 

12 

mos 

% 

Marshall  &.  Ilsley 

Dominion  Bankshares 

UfB  Financial 

Society 

South  Carolina  Natl 

16.4  14.0 
16.3               2.3 
16.3               4.1 

15.5  16.2 
15.5              12.7 

12.4             20.6 

3.2             18.9 

4.5               8.8 

17.9             16.4 

11.7             10.1 

13.0               8.3 
19.0               8.2 
14.4             12.7 
11.7            43.3 
14.3               7.1 

11.0 
7.4 
10.2 
11.3 
11.2 

-3.0 

-84.4 

-72.0 

-0.2 

-4.8 

821 
1,108 
1,335 
1,581 

682 

80 
16 
36 
144 
55 

9.7    ' 

1.4 

2.7 

9.1 

8.1 

NBD  Bancorp 
Security  Pacific 
First  of  America  Bank 
BayBanks 
Huntington  Bcshs 

15.4             16.0 
15.2             16.3 
15.1              13.7 
15.0               def 
15.0             11.4 

14.8             11.0 
10.8             56.8 

12.6  15.8 
def               8.7 

10.7  16.1 

13.2               7.4 
14.9               7.3 
21.7             12.1 

14.5  -0.3 

12.6  15.1 

14.3 
9.3 
5.4 
8.1 

7.7 

5.1 

-5.9 

-5.7 

P-D 

-24.1 

2,660 
10,408 
1,354 
1,081 
1,249 

271 
711 
125 
-31 
84 

10.2 
6.8 
9.3 
def 
6.8 

KeyCorp 

Crestar  Financial 
Manufacturers  Natl 
Comerica 
Union  Bank 

14.9             15.0 
14.8              12.0 
14.6             16.2 
14.5              18.6 
14.4             17.0 

12.7             27.3 
10.7             17.9 
15.3               8.8 
14.7             26.2 
13.7             24.4 

25.0  6.8 
11.9               77 
12.3               3.8 

3.1               6.5 

21.1  6.6 

5.6 

4.7 

12.9 

13.5 

18.5 

9.5 

-14.2 

1.0 

62.8 

5.3 

1,708 
1,234 
1,126 
1,293 
1,666 

147 
88 
106 
126 
144 

8.6 
7.1 
9.5 
9.8 
8.6 

AmSouth  Bancorp 
US  Bancorp 
Meridian  Bancorp 
Firstar 
Commerce  Bcshs 

14.4             10.9 
14.3             16.7 
14.2               3.8 
13.7             17.1 
13.6             13.5 

9.9             18.2 
12.7             35.0 

4.1              17.3 
14.3             20.4 
14.2               7.9 

16.0               1.3 

18.0             17.3 

16.9             18.7 

9.3               7.2 

2.1               7.4 

2.7 
11.5 

1.7 
20.9 
14.4 

-25.1 
19.3 

-70.9 

12.8 

1.5 

892 

1,871 

1,272 

960 

591 

60 

177 
27 
95 

57 

6.7 
9.4 
2.1 
9.9 
9.7 

INB  Financial 

Northem  Trust 

Norwest 

First  Tennessee  Natl 

Ameritrust 

13.6  10.4 
13.3             18.5 

12.7  19.0 
12.0             12.5 
11.2               0.7 

10.3             10.1 

15.3  12.0 

11.4  63.2 
10.9             24.4 

1.8             21.7 

13.7              3.7 
10.4               7.3 

NM             19.7 

6.4               7.0 

13.2               8.0 

NM 
38.2 
31.8 
-5.3 
9.7 

-22.9 

-10.0 

8.7 

57.7 

-95.4 

653 
1,291 
3,364 

731 
1,270 

46 
117 
271 

47 
9 

7.1 
9.1 
.      8.1 
6.5 
0.7 

Boatmen's  Bancshares 
Southeast  Banking 
Bank  of  New  York 
Riggs  National 
First  Security 

10.4             12.3 

10.0              def 

9.9             13.5 

9.8               2.8 

8.2             10.8 

11.4             18.2 

def             36.4 

10.9             23.3 

4.5  45.3 

9.6  22.4 

4.5              3.7 

9.9               0.2 

25.5               7.6 

7.1              9.0 

NM             13.2 

NM 
NM 
NM 
3.3 
19.9 

60.0 

P-D 

DP 

-76.8 

9.1 

1,505 

1,666 

5,405 

734 

667 

133 

-180 

350 

10 

48 

8.9 
def 
6.5 
1.3 

7.2 

First  Fidelity  Bncp 
Republic  New  York 
First  American  Corp 
Shawmut  National 
United  Banks  of  Colo 

8.0               def 
7.6             20.2 
7.6               def 
7.3              def 
3.6               def 

def             43.9 
10.2             57.2 
def               4.4 
def             32.6 
def             11.4 

11.2              3.1 
18.2               6.8 
13.5               1.4 
15.9            -4.2 
6.5              6.4 

-23.9 

NM 
-10.9 

NM 
-28.8 

D-D 
DP 
P-D 
P-D 
P-D 

3,062 
2,676 

757 
2,854 

657 

-75 
246 
-62 
-258 
-67 

def 
9.2 
def 
def 
def 

Mercantile  Bancorp 
First  Bank  System 
Valley  National 
First  Interstate  Bncp 

3.5             12.6 
def              def 
def              def 
def               def 

11.3             21.5 
2.8             51.8 
1.7             23.5 
4.1             55.1 

3.5               4.1 

NM              8.4 
4.2            -5.1 
5.0            -7.0 

NM 
NM 
NM 
NM 

DP 
D-D 
D-D 
P-D 

751 
2,227 
1,147 
6,081 

51 
-13 

-7 
22 

6.8 
def 
def 
0.4 

Mellon  Bank 
Bank  of  New  England 
Premier  Bancorp 
First  City  Bncp  Texas 

def             14.9 
def               def 
def              4.4 

NA               2.4 

11.3             45.9 
def             75.5 

5.1  24.3 

5.2  7.5 

2.2            -2.5 
19.7          -24.4 

2.6            -3.7 
NA             NA 

NM 
NM 
NM 
NA 

9.4 
P-D 
DP 

NA 

3,483 

2,758 

400 

1,409 

279 

-1,438 

6 

37 

8.0 
def 
1.6 
2.6 

Medians 

14.8             12.5 

10.8             21.9 

13.2               7.3 

8.2 

-5.7 

1,454 

88 

7.1 

Thrift  institutions 

Golden  West  Finl 
Standard  Fedl  Bank 
HF  Ahmanson 
Washington  Mutual 
GlenFed 

23.8  17.2 
14.4b             9.0 
13.7             12.4 
13.0              7.3 

12.9  9.6 

9.9             54.8 
7.5             15.3 
6.9             44.9 
7.2             44.4 
7.0             42.7 

9.1             14.3 
11.8            -3.8 

8.0             12.0 
11.2             10.3 
13.2            -4.9 

7.8 
NA 
15.2 
NM 
39.8 

17.2 

-18.9 

27.4 

-9.2 

5.2 

2,086 
922 

4,653 
713 

2,520 

180 
40 

249 
32 

115 

8.6 
4.3 

5.4 
4.5 
4.6 

D-D:  Deficit  to  deficii      D  i':  Dcfici 
b:  Three-year  average,     I'or  furthe 

t  to  profit.     P-D:  Profit  to  deficit,     def:  Deficit.      N 
r  explanation,  see  page  95. 

A:  Not  available.      NE:  Negative  equir\'      NM:  Not  meaningful,     a:  Four-year  average. 
Sources.  Fokhk>,;  Value  Line  Data  Sase  Serrice  I'ia  Loins  CD  Inivstmenl 
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Our  smartest  instincts 

for  the  future 

run  to  natural  gas. 


Clean-burning  and  abundant,  natural  gas  provides  us 

with  hope  for  a  safer  environment  and  a 

more  energy  independent  America.  Clearly,  natural 

gas  should  be  the  fuel  of  the  1990s,  And  Enron 

will  be  there  to  provide  it. 

With  $n  billion  in  revenues  and  backed  by  $9  billion 

in  assets,  Enron  Corp.  operates  the  nation's  largest 

natural  gas  transmission  system  and  markets  gas  and 

liquid  fuels  nationally  and  worldwide.  We  also  are  a  large 

independent  producer  of  natural  gas  through 

Enron  Oil  &  Gas  Company  and  are  active  in  cogeneration 

and  independent  power  production. 

Working  natural  wonders  in  the  energy  world. 

ENRON 
CORP. 

Houston,  Texas 


M^ 


1 

Savings  &.  Loan  Association  of  Florida  is  in  a  similar  condi- 
tion. The  group  made  a  big  mistake  when  it  diversified  out  of 
day  care  centers  (Kinder-Care)  and  into  the  thrift  business. 

Strong  retail  deposits  have  helped  some  banks,  among 
them  BankAmerica  and  Citibank.  But  further  w^eakening  of 
the  economy  could  give  rise  to  consumer  credit  problems. 

The  U.S.  Office  of  the  Courts  expects  over  800,000  consumei 
bankruptcies  in  1991,  up  23%  from  1989.  This  will  hurt 
financial  institutions  with  large  credit  card  operations  like 
Citibank,  Chase  Manhattan,  mnc  Financial  and  consumer 
finance  companies  like  Household  International.  The  bank- 
ing systems'  problems,  in  short,  are  far  from  over.  ■ 

Financial 
services 

Company 

Profitability 

Growth 

- 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

latest 
5-year             12 
average          mos 

%                % 

Return  on 
capital 

latest          Debt/ 
12  mos         capital 

%                 % 

Sales 

5-year 
average 

% 

latest 

12 

mos 

% 

Earnings  per  share 

latest 
5-year             12 
average           mos 

%                % 

latest 

12 

mos 

$mil 

latest 

12 

mos 

$mil 

latest 

12 

mos 

% 

HomeFed 

Gt  Western  Fmancial 

FirstFed  Michigan 

CalFed 

Talman  Home  Federal 

12.5  def 
12.0               5.7 

11.6  7.2 
10.9              def 

7.2b             4.7 

def             33.2 
6.8             70.0 
6.5             58.7 
def            30.5 
7.0               0.0 

13.5 

2.7 

1.8 

8.1 

-2.3 

4.3 
10.3 
-4.0 

-22.5 
-4.7 

12.3              P-D 

NM            -52.2 

-20.1            491.7 

NM               P-D 

NA            -26.6 

1,927 
4,101 
1,105 
2,382 
541 

-39 

112 

32 

-103 

16 

def      ' 

2.7 

2.9 

def 

2.9 

Commercial  Federal 
Homestead  Fmancial 
Coast  Savings  Finl 
TCF  Financial 
Dime  Savings  Bank  FSB 

6.0a             def 
3.0               def 
2.2a             def 
1.1b             def 
defb            def 

def            31.8 
def             78.4 
def             60.3 
def             16.9 
def             47.6 

22.0 

4.9 

13.3 

NM 
11.4 

-22.9 
-39.0 

-6.5 
-14.1 

-3.0 

NM               P-D 
NM              D-D 
NM              D-D 
NM               P-D 
NM               P-D 

499 

262 
1,124 

476 
1,116 

-43 
-29 

-54 

-23 

-225 

def 
def 
def 
def 
def 

Enstar  Group 
Great  American  Bank 
CrossLand  Savings  FSB 
American  Capital 
Meritor  Savings  Bank 

def              2.6 
def               def 
defa             def 
def              def 
def              def 

2.5             63.5 
def             54.9 
def             52.8 
def             86.8 
def            75.1 

43.5 
17.0 
11.5 
29.6 

NM 

-40.2 
-16.2 
-19.9 
-19.2 
-34.9 

NM              D-P 
NM              D-D 
NM              D-D 
NM              D-D 
NM              D-D 

473 

1,400 

1,184 

521 

932 

-5 

-342 

-284 

-40 

-223 

def 
def 
def 
def 
def 

Northeast  Federal 
AmenFirst  Bank 
Columbia  S&L  Assn 
Anchor  Savings  Bank 
Goldome 
People's  Bank 

def              def 
defb            def 
def              def 

NA               def 
NA             34.6 
NA               def 

def             52.5 
def             79.0 
def              NE 
def             30.0 
8.2            21.0 
def              0.0 

11.2 
-3.1 
10.9 

5.7 

NM 

9.9 

-32.3 

-11.1 

-60.1 

10.1 

3.0 

4.8 

NM              D-D 
NA              D-D 
NM              D-D 
NA              D-D 
NA              D-P 
NA               NA 

498 
391 
546 
914 
1,369 
712 

-104 

-80 

-1,161 

-144 

26 

-32 

def 
def 
def 
def 
1.9 
def 

Medians 

3.0              def 

def             46.3 

10.4 

-5.7 

NM              P-D 

927 

-36 

-4.7 

Brokerage  &  commodity 

Morgan  Stanley 
Bear  Stearns  Cos 
AG  Edwards 
Commercial  Metals 
Salomon 

34.2a           19.1 
19.5b           10.9 
17.2             16.3 
13.2             13.4 
11.0             10.6 

14.8             35.1 
9.5             26.3 

16.5  0.0 

11.6  20.4 
7.7             73.8 

33.4 
24.6 
12.0 
NM 
12.5 

10.9 
-4.0 
14.3 
-13.2 
14.8 

33.7a          -10.9 
13.7a          -31.2 
9.7                6.1 
25.6              -7.7 
NM              15.0 

5,985 
2,367 
639 
1,124 
9,528 

361 
115 

57 

26 

386 

6.0 
4.9 
8.9 
2.3 
4.1 

Merrill  Lynch 
Paine  Webber  Group 
Balfour  Machine 
Charles  Schvjfab 

7.3  def 

6.4  3.3 
defb             def 

NA             11.8 

3.0             65.9 

5.3  39.1 
def             59.8 

9.4  43.3 

13.6 
12.3 
19.8 
29.2 

-1.6 
9.3 

-25.7 
22.4 

NM               P-D 
NM              36.4 
NM               P-D 
NA              66.7 

11,200 

3,082 

983 

619 

-200 
46 

-32 
22 

def 
1.5 
def 

3.5 

Medians 

12.1              10.9 

9.4             39.1 

13.6 

9.3 

NM              -7.7 

2,367 

46 

3.5 

Lease  &  &iaiice 

Student  Loan 
Federal  Natl  Mortgage 
H&R  Block 
Equifax 
American  Express 

38.3  33.9 
25.5             33.6 
24.9             25.4 
22.5              16.3 

21.4  4.9 

7.1             95.0 

6.6             95.7 

25.1               1.0 

12.0            30.9 

9.3             65.2 

21.7 
3.8 
17.6 
10.2 
19.5 

13.5 

11. 1 

15.5 

9.9 

-2.5 

27.9              16.3 
81.4b            45.8 

14.7  19.9 
13.3                0.6 

10.8  -75.3 

3,533 
12,511 

1,062 

900 

24,352 

291 

1,103 

122 

40 

301 

8.2 
8.8 
11.5 
4.5 
1.2 

Household  Intl 
GATX 
Primerica 
Beneficial  Corp 
Ryder  System 
Landmark  Land 

20.1  17.9 

16.2  14.5 

12.2  13.9 

10.3  15.8 
10.1                58 

def               def 

7.5             77.2 
6.7             64.5 
9.9             53.6 
8.1             79.5 
6.5             54.9 
def              NE 

-14.2 
-4.2 
23.8 

-4.7 
16.7 
21.3 

27.8 

27.0 

40.1 

7.0 

1.9 

-12.1 

12.4            -10.5 
38.4b              3.1 
60.2b            -6.0 
NM              24.3 
-15.9              15.4 
NM               P-D 

4,154 
824 
6,085 
1,700 
5,198 
471 

226 
74 

370 

130 
89 

-94 

5.4 
9.0 
6.1 
7.6 

1.7 
def 

Medians 

20.1              15.8 

7.5             64.5 

16.7 

11.1 

13.3                3.1 

3,533 

130 

6.1 

Industry  medians 

13.0             10.4 

7.7             30.9 

12.1 

6.5 

4.7            -10.0 

1,454 

60 

4.6 

All-industry  medians 

14.6             12.1 

9.2             32.6 

11.3 

6.6 

6.9              -2.6 

1,282 

49 

4.0 

D-D:  Deficit  to  deficit     D-P  Deficit  to  profit.     P-D:  Profit  k 
b:  Three-year  average.     For  further  explanation,  .see  page 

deficit,     def  Deficit.     ^ 
95. 

A:  Not  availafile.     NE:  Negafive  equity-.     NM:  Nijt  meaningful,     a:  Four-year  a\erage. 
Sources.  Fokhfs:  Value  Line  Data  Base  Service  via  Lotus  CD  liiivsnneitl 
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Brightening 

energy 

budgets 

with  lighting 

system 

retrofits. 


Johnson  Controls  retrofitted 
over  20,000  fluorescent  fix- 
tures at  Penzoil  Place  twin 
tower  complex  in  Houston, 
TX  without  inconveniencing 
tenants.  Estimated  annual 
savings:  $385. 736. 


If  yours  is  a  typical  building,  you're 
paying  30%  to  50%  of  your  elec- 
tric bill  for  lighting.  And  you  may 
be  inhibiting  productivity  with  too 
much  lighting,  especially  in  areas 
where  it  causes  glare  on  computer 
screens. 

Consider  a  Johnson  Controls  Alli- 
ance Lighting  Services  retrofit. 
Our  new,  scientifically  designed 
reflectors  can  reduce  by  half  the 
number  of  lamps  you  use  as  they 
improve  the  quality  and  maintain 
the  proper  level  of  lighting.  This 
work  can  be  done  at  night  or  on 
weekends  so  it  doesn't  disturb 
building  occupants. 

Most  of  our  customers  save 
enough  on  their  electric  bills  to 
pay  for  the  project  in  two  years 
or  less,  whatever  the  size  of  their 
building. 

You  can  save  even  more  by  add- 
ing controls  to  your  system  which 


automatically  turn  lights  on  and 
off  according  to  time  or  occupancy. 

We'll  be  glad  to  analyze  your 
present  lighting  system  with  an 
eye  toward  saving  you  energy 
dollars  and  improving  quality. 

Just  give  us  a  call  at  1-800-972- 
8040.  Gr  write,  Johnson  Controls, 
Systems  and  Services  Division, 
C19,  Milwaukee,  Wl  53201-0423. 


JQHNSON 
CONTRiLS     ,  ^^ 


)  1991  Johnson  Controls,  Inc. 
JC9166C 


FOOD,  DRINK  &  TOBACCO 


The  cigarette  companies  remain 
S>  under  fire.  But  even  during  a 
recession,  people  have  to  eat 
and  drink. 


By  Edward  Giltenan 


In  1990  THE  TEMPERANCE  AND  antismoking  crowds  launched 
more  attacks  against  the  American  beer  and  cigarette  compa- 
nies. Health  &.  Human  Services  Secretary  Louis  Sullivan 
called  for  a  ban  on  cigarette  vending  machines;  beer  compa- 


nies were  urged  to  halt  their  sponsorship  of  motor  sports. 
This  year  state  and  federal  lawmakers  are  expected  to  pass 
higher  excise  taxes  on  beer  and  cigarettes.  That  should  fur- 
ther depress  the  already  dwindling  appetite  in  America  for 
alcoholic  beverages  and  tobacco. 

Still,  the  leading  domestic  beverage  and  tobacco  manufac- 


Food, 

Net 

Prom 

drink 
&  tobacco 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

latest 

capital 

latest 

latest 

latest 

latest 

latest 

5-year             12 

latest 

Debt/ 

5-year 

12 

5-year             12 

12 

12 

12 

average          mos 

12  mos 

capital 

average 

mos 

average          mos 

mos 

mos 

mos 

Company 

%                % 

% 

% 

% 

% 

%                % 

$mil 

$mil 

% 

Food  processors 

General  Mills 

51.0a           46.0 

23.3 

26.6 

6.6 

15.6 

25.7              27.4 

6,686 

396 

.  5.9 

Ralston  Purina 

43.5             32.1 

17.4 

54.3 

4.4 

6.7 

20.2                0.3 

7,101 

396 

5.6 

Kellogg 

39.0             27.8 

20.2 

15.3 

12.8 

5.4 

16.9              -2.1 

4,906 

452 

9.2 

Hudson  Foods 

32.3               7.3 

6.1 

33.6 

30.9 

7.4 

NM            -64.7 

667 

9 

1.3 

Tyson  Foods 

31.4             26.2 

7.0 

55.0 

25.2 

50.7 

35.6              16.8 

3,825 

120 

3.1 

Smithfield  Foods 

29.4             28.5 

19.4 

32.9 

8.7 

24.9 

51.5            197.1 

969 

15 

1.5 

Pilgrim's  Pride 

28.7             18.7 

10.9 

50.6 

17.6 

10.4 

23.3            -17.2 

706 

16 

2.3 

Wm  Wrigley  Jr 

28.6             32.9 

32.1 

0.0 

11.5 

12.2 

25.1                 7.9 

1,084 

113 

10.4 

CPC  International 

26.8             25.7 

17.4 

29.4 

3.4 

11.6 

22.7              13.9 

5,558 

362 

6.5 

HI  Heinz 

25.8             27.1 

19.3 

25.4 

8.2 

5.4 

14.5              13.9 

6,193 

521 

8.4 

McCormick  &  Co 

23.8             18.2 

13.0 

35.2 

9.9 

4.2 

19.3            -48.7 

1,285 

64 

5.0 

ConAgra 

22.6             22.9 

16.2 

34.6 

26.5 

27.0 

21.3               12.1 

15,981 

240 

1.5 

Sara  Lee 

21.9             18.8 

12.6 

24.5 

10.4 

1.8 

16.5                8.6 

11,925 

483 

4.1 

WLR  Foods 

21.4             15.8 

15.3 

5.4 

9.0 

7.2 

NM            -21.5 

500 

16 

3.2 

Lance 

21.3             21.4 

19.2 

0,0 

4.9 

2.0 

8.3               16.4 

443 

47 

10.6 

Dean  Foods 

21.2             19.5 

15.3 

26.8 

13.2 

20.2 

8.9                3.5 

2,078 

64 

3.1 

Quaker  Oats 

20.7             10.9 

7.2 

22.9 

12.5 

-6.6 

12.2            -30.5 

5,143 

147 

2.9 

Hershey  Foods 

20.2             20.0 

16,1 

13.7 

4.7 

9.2 

14.3              37.0 

2,633 

224 

8.5 

JM  Smucker 

19.7             17.6 

16.8 

2.2 

11.1 

10.8 

14.4                6.1 

440 

31 

7.0 

Savannah  Foods 

19.6             28.7 

19.6 

26.1 

13.9 

12.6 

15.5              22.7 

1,193 

48 

4.1 

Gerber  Products 

19.4             27.9 

20.8 

25.8 

3.9 

6.0 

13.7              12.0 

1,171 

104 

8.9 

Flowers  Industries 

18.6             15.6 

11.4 

26.5 

5.7 

3.2 

8.6              24.7 

831 

33 

4.0 

Universal  Foods 

17.2             23.5 

15.6 

30.4 

14.2 

0.2 

23.4              21.9 

839 

49 

5.9 

Curtice  Bums  Foods 

16.9               5.9 

5.8 

67.2 

5.0 

9.8 

9.1            -61.5 

937 

6 

0.6 

Geo  A  Hormel 

15.2             16.4 

15.0 

3.3 

11.5 

14.6 

18.2              10.4 

2,681 

77 

2.9 

Chiquita  Brands  Inil 

15.1              17.3 

12.2 

38.3 

3.6 

12.6 

27.9                6.7 

4,226 

85 

2.0 

Castle  &.  Cooke 

15.1a           14.9 

10.0 

15.6 

10.6 

16.2 

39.0a            40.9 

3,030 

125 

4.1 

Pioneer  Hi-Bred  Intl 

14.7             11.7 

11.0 

2.6 

3.2 

11.2 

NM            -24.6 

964 

73 

7.5 

Archer  Daniels 

14.3             14.3 

11.8 

15.5 

10.7 

2.2 

27.6                4.2 

7,980 

474 

5.9 

Seaboard 

12.9             13.5 

9.4 

22.5 

16.0 

0.8 

•  14.1              -3.5 

528 

26 

4.8 

D-D:  Deficit  to  deficit     DP.  Defici 

t  to  profit.     P-D;  Profit  to 

deficit,     def:  Deficit.     N 

A;  Not  available 

NE:N 

egative  equitv.     NM:  Not  n 

leaningful. 

a:  Four-vear 

average. 

b:  Three-year  average.     For  furthc 

r  explanation,  see  page 

95. 

Sources.  Ft 

jAifls,  Value  Line  Data  Bcl 

e  Setvice  c 

a  Lotus  CD  Ii 

westmeni. 

164 


FORBES,  JANUARY  7,  1991 


"Fm  off  to  check  the  Hong  Kong  plant,  but  the  problems 
are  over.  Chubb's  claims  people  really  delivered. . ." 


1 


No  matter  how  far  and  varied  your  business  operations  may  be,  they're  likely  to  have  one 
thing  in  common:  they  can  all  be  insured  with  Chubb.  It  doesn't  matter  if  you  do  business  in  Seattle, 
Sao  Paulo  or  Singapore -you  can  benefit  from  the  same  high  standards  of  claims  and  loss  control 
services.  Because  just  about  anywhere  you  do  business,  an  international  commercial  |        y--— \ 
insurance  policy  from  Chubb  can  protect  you.  f  f 

With  Chubb,  you  enjoy  the  same  high  quality  of  insurance  abroad  as  you  do         \^    y 
at  home.  See  your  agent  or  broker,  or  call  800-922-0533.  ^ — -     .     , 


OHuee 


Chuhb  Group  of  Insurance  Companies  is  proud  to  participate  in  "American  Playhouse'.'  Watch  for  it  on  PBS. 


' 


a 


turers  remain  highly  profitable.  The  companies  listed  on  the 
table  below  reported  latest  12-month  return  on  equity  of 
almost  16%,  four  percentage  points  better  than  the  median 
company  in  this  survey. 

Cigarette  makers  are  using  their  steady  cash  flow  to  expand 
their  overseas  markets,  where  Marlboros,  Winstons  and  other 
American-made  smokes  are  in  great  demand.  And  they  are 
diversifying.  Philip  Morris  bought  Swiss  chocolatier  Jacobs 
Suchard,  doubling  Philip  Morris'  European  food  sales  in  one 


bold  stroke.  Tobacco  companies  will  continue  to  use  their 
cigarette  profits  to  get  into  businesses  safe  from  the  anti 
smoking  groups,  even  if  the  margins  aren't  nearly  as  good. 

In  the  beer  industry  overall  consumption  is  shrinking  and 
power  is  concentrating  in  the  hands  of  industry  leaders  An 
heuser-Busch,  Miller  Brewing  (owned  by  Philip  Morris)  and 
Adolph  Coors.'Anheuser,  buoyed  by  discounting  on  its  flag- 
ship Budweiser  and  Bud  Light  brands,  was  actually  able  to 
increase  volume  marginally  last  year.  Look  for  one  of  the  big 


Food, 

Net 

Profit 

drink 
&  tobacco 

Profitability 

Growth 

Sales 

income 

margin 

Return  on  equity 

Sales 

Earnings 

per  share 

i 

Return  on 

latest 

capital 

latest 

latest 

latest 

latest 

latest 

. 

5-year              12 

latest 

Debt/ 

5-year 

12 

5-year 

12 

12 

12 

12 

average          mos 

12  mos 

capital 

average 

mos 

average 

mos 

mos 

mos 

mos 

Company 

%                % 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Intl  Multifoods 

10.9               8.5 

6,8 

24,2 

11.6 

8,4 

NM 

-11,8 

2,151 

26 

1.2 

Borden 

10.7             21.9 

13.5 

40,4 

12.4 

0.9 

NM 

DP 

7,691 

361 

4,7 

Campbell  Soup 

10.4                1.6 

2.9 

28,9 

8.4 

7.1 

7.1 

5.0 

6,277 

27 

0,4 

Thorn  Apple  Valley 

4.3              def 

def 

42.4 

-2.3 

10.9 

NM 

P-D 

670 

-5 

def 

American  Maize 

2.5               1.8 

6.3 

21.4 

4.9 

-6,7 

NM 

-41.8 

496 

3 

0,5 

ERLY  Industries 

def             21.3 

10.4 

82,4 

15.9 

7,1 

NM 

DP 

411 

3 

0.7 

IBP 

NA             10.0 

7.8 

48,9 

8.1 

6,3 

-6.1b 

11.7 

9,846 

50 

0.5 

Whitman 

NA               def 

4.2 

55,2 

15.0 

-28,4 

25.1 

P-D 

2,834 

28 

1.0 

Medians 

20.0             18.4 

12.8 

26.5 

10.5 

7.3 

14.4 

7.3 

2,115 

64 

4.0 

Food  distributors 

Marriott 

24.5             16.5 

5.0 

76.9 

17.6 

3.2 

11.0 

-52.4 

7,621 

102 

1.3 

Super  Valu  Stores 

18.9             17.3 

12.7 

37.4 

10.5 

5,7 

8.7 

8,6 

11,411 

151 

1.3 

Wetterau 

18.2             20.5 

12.4 

56.0 

11.4 

6,4 

9.3 

12.1 

5,469 

49 

0,9 

Sysco 

17.8             19.5 

12.5 

40,1 

22.5 

7.9 

16.4 

20.8 

7,739 

138 

1.8 

Super  Food  Services 

16.7             16,0 

12,2 

39,1 

5.2 

5.0 

15.8 

8,6 

1,777 

17 

1.0 

Imperial  Holly 

14.7             16.8 

11.7 

34,5 

25.3 

4.6 

48.8 

-33,0 

726 

20 

.   ^•'7 

Rykoff-Sexton 

12.1               5.4 

5.8 

33,3 

15.7 

7.2 

7.8 

-44,4 

1,426 

11 

0.8 

Nash  Finch 

11.9             11.2 

9.5 

30.8 

13.8 

6.5 

4.5 

44.6 

2,346 

18 

0.8 

Fleming  Cos 

11.3              12.3 

8,6 

54.6 

16.0 

-3.6 

NM 

9.5 

11,883 

91 

0.8 

Finevest  Foods 

defb            def 

def 

79.2 

34.8b 

3.6 

NM 

D-D 

712 

-13 

def 

Richfood  Holding 

NA             13.7 

9,4 

38.3 

9.1 

-11,7 

NA 

D-P 

1,014 

6 

0.6 

TW  Holdings 

NA              NA 

0.5 

75.4 

25.8 

3,6 

NA 

NA 

3,667 

-105 

def 

Medians 

15.7             16.0 

9.5 

39.6 

15.9 

4.8 

9.0 

8.6 

3,007 

19 

0.8 

Beverages 

Coca-Cola 

39.1             57.0 

43.3 

12.3 

11.0 

13.6 

22.1 

59.5 

9,929 

1,845 

18.6 

PepsiCo 

28.5             25.7 

11.9 

53.9 

15.6 

17.2 

29.4 

12.8 

17,148 

1,013 

5.9 

Anheuser-Busch  Cos 

23.6             22.9 

12.0 

33.2 

8.0 

10.8 

17.7 

9.0 

10,370 

829 

8.0 

Brown-Forman 

22.8             15.4 

11.9 

14.1 

3.7 

5.3 

18.7 

-42.2 

1,047 

87 

8.3 

Seagram 

13.2             13.3 

10.9 

26,5 

18.9 

8.4 

14.4 

10,5 

4,672 

708 

15,2 

Coca-Cola  Enterprises 

5.9b             5.2 

5.1 

48,3 

38.3 

3,8 

9.8 

-24,1 

4,010 

89 

2.2 

Adolph  Coors 

3.8               3.4 

2.9 

2,8 

8.2 

13.1 

-18.3 

2.1 

1,908 

36 

1,9 

Medians 

22.8             15.4 

11.9 

26.5 

11.0 

10.8 

17.7 

9.0 

4,672 

708 

8.0 

Tobacco 

UST  Inc 

36.6             42.1 

39.4 

0,6 

8.6 

12,3 

18.5 

17.0 

729 

214 

29,3 

Philip  .Morris  Cos 

33.7             37.0 

15.7 

53,9 

29.7 

16.4 

26.0 

45,1 

42,345 

3,523 

8.3 

American  Brands 

21.4             25.3 

17.4 

32,4 

11.6 

13.3 

14.7 

26,1 

8,256 

757 

9.2 

Universal 

17.6               9.6 

8.3 

30,1 

26.9 

-1.0 

8.5 

-18,5 

2,880 

37 

1,3 

Dibrell  Brothers 

17.5             15.9 

10.1 

51,0 

14.3 

11.3 

7.7 

-23,4 

795 

12 

1.6 

Culbro 

9.0              3.8 

4.8 

55.6 

NM 

3,0 

-22.2 

DP 

976 

5 

0.5 

Std  Commercial 

4.1               3.8 

2.6 

18,4 

17.8 

3,0 

NM 

DP 

986 

5 

0.5 

M  i-dians 

17.6             15.9 

10.1 

32.4 

14.3 

11.3 

8.5 

26.1 

986 

37 

1.6 

Indus,  1    medians 

18.7             16.8 

11.8 

31.6 

11.4 

7.1 

14.4 

8.6 

2,490 

64 

2.9 

All-indu&t  1 V  medians 

14.6             12.1 

9.2 

32.6 

11.3 

6.6 

6.9 

-2.6 

1,282 

49 

4.0 

D-D:  Deficit  to  d<  ■licit.     D-l':  Hefici 
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tieficit.     def: 
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The  prototype  for  every  Falcon  Jet. 


With  a  history  dating  almost 
to  the  birth  of  the  airplane, 
Dassault  (the  parent  company 
of  Falcon  Jet)  has  long  been 
acclaimed  a  foremost  builder  of 
aircraft,  including  the  famous 
Mirage  fighters.  For  over  25 
years,  Dassault  has  applied  the 
same  technical  resources'that  cre- 
ated the  Mirage  series  to  building 
the  world's  finest  business  jets. 


Dassault  is  a  world  leader 
in  the  aeronautical  engineering 
of  Mach  2  +  aircraft,  fly-by-wire 
control  systems,  long-life  struc- 
tural concepts  and  more.  Lead- 
ership earned  through  the 
diligent,  evolutionary  applica- 
tion and  refinement  of  fully  de- 
veloped technology.  Making 
every  Falcon  business  jet  an  air- 
plane that  only  Dassault  can 


build.  And  that  you  can  fly  with 
absolute  confidence. 

Our  historical  brochure,  "A 
Tradition  of  Excellence,  Many 
Years  in  the  Making,"  tells  the 
full  story.  For  your  copy,  call  (201) 
967-2746  today 


FalconJet 

Teterboro.  New  Jersey  07608 


three  to  buy  at  least  some  assets  of  troubled  independents 
Stroh's  or  G.  Heileman. 

Soda  giants  Coca-Cola  and  PepsiCo,  also  faced  with  slow 
growth  at  home,  are  taking  their  cola  war  to  the  European 
market.  In  Europe  the  two  colas  account  for  less  than  40%  of 
the  carbonated  drink  market,  versus  70%  in  the  U.S. 

Over  the  last  ten  years  the  food  companies  on  our  list  have 
handily  outperformed  the  rest  of  American  industry  in  both 
return  on  equity  and  earnings  growth.  Many  food  companies 


have  been  shedding  lackluster  businesses  and  refocusing  on  | 
food.  Quaker  Oats  will  spin  off  its  Fisher-Price  toy  business. 
Conversely,  chocolate  giant  Hershey  Foods,  now  the  nation's  I 
second-largest  pastamaker,   acquired  Ronzoni   Corp.   from  I 
Philip  Morris'  Kraft  General  Foods. 

while  the  economy  has  been  slowing  down,  food  proces- 
sors and  distributors  have  been  holding  up  fairly  well,  and 
should  continue  to  do  so.  When  it  comes  to  recession-proof  | 
businesses,  it's  tough  to  beat  these  companies.  ■ 


^Tiene  usted  los  Com  Flakes? 


Kellogg's  Com  Flakes  has  been  the  world's  bestselling 
brand  for  nearly  a  century.  In  fact,  eight  of  the  world's 
top  ten  cereals — including  Raisin  Bran,  Frosted  Flakes  and 
Rice  Krispies — are  made  by  Kellogg  Co.  All  of  these  brands 
are  over  35  years  old.  Kellogg  is  wagering  that  the  old 
favorites  will  get  better  as  they  grow  older — and  tighten 
Kellogg's  grip  on  the  international  cereal  business. 

It  looks  like  a  good  bet.  Kellogg's  leadership  of  the  highly 
competitive  U.S.  market  has  been  slipping,  owing  partly  to 
the  popularity  of  chief  competitor  General  Mills'  oat  bran 
cereals,  especially  Cheerios.  But  outside  the  U.S. — where 
the  appetite  for  cereal  is  growing  at  least  10%  a  year — 
Kellogg  holds  a  commanding  50%  of 
the  business.  That's  five  times  more 
than  number  two  player  cpw  Part- 
ners— a  recent  joint  venture  of  Swiss 
food  giant  Nestle  S.A.  and  General 
Mills.  The  partnership  may  be  over- 
matched. Kellogg  has  at  least  six  of 
the  top  ten  cereals  in  Japan,  Australia, 
Germany,  France,  Canada,  the  U.K., 
Brazil  and  Spain. 

How  Kellogg,  of  Battle  Creek, 
Mich.,  achieved  its  global  dominance 
is  easily  told.  Will  Keith  Kellogg  start- 
ed the  company  in  1906,  but  from  the 
moment  he  set  up  operations  in  Cana- 
da in  1914  the  company  began  its  for- 
eign expansion.  Kellogg  now  gets  37% 
of  its  sales  and  34%  of  its  profits  out- 
side the  U.S.  and  has  17  cereal  plants 
in  15  foreign  countries. 

While  traditional  cereals  have  re- 
mained Kellogg's  mainstay,  the  com- 
pany has  adapted  to  different  cultures. 
For  example,  two  years  ago  it  intro- 
duced Genmai  Flakes,  a  brown-rice- 
based  cereal,  in  Japan;  it  is  already  the 
second-bestselling  brand  there,  be- 
hind Corn  Flakes. 

There 's  plenty  of  room  for  the  foreign 
cereal  business  to  expand.  Per  capita 
consumption  of  cereal  in  the  U.S.  is  10 
pounds  a  year;  in  most  of  the  rest  of  the 
world,  less  than  2  pounds.  "General 
Mills  and  Nestle  are  going  to  help  the 


market  grow,"  says  Kellogg  Chairman  William  LaMothe. 

Spain  is  a  good  case  in  point.  In  the  last  decade  Nestle 
moved  vigorously  into  that  market,  grabbing  a  10%  share 
and  stimulating  the  Spanish  appetite  for  cereals.  The 
Swiss  behemoth  failed  to  grab  a  meaningful  share  away 
from  Kellogg,  which  still  holds  83%  of  the  rapidly  growing 
market. 

"Some  companies  may  think  they'll  get  lucky  and  build 
a  new  market  overnight,"  says  LaMothe.  "We  found  it 
takes  time."  He  hopes  to  retire  by  year-end.  President 
Arnold  Langbo,  the  likely  successor,  will  start  with  a  very 
solid  and  profitable  cereal  base  overseas. — E.G. 


h.icl  I.  Abranison 


William  LaMothe  of  Kellogg  and  friend 
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Performance.  Consistency.  Stability. 


From  The  Power  Of  The  Pacific. 


Three  essentials  for 
financial  success. 
Alone,  each  is  impres- 
sive, but  together  they 
speak  of  the  highest 
quality. 

The  quality  found  at 
Pacific  Financial 
Companies. 

Performance.  Our 
proven  performance 
places  us  among  the 
nation's  leading 
financial  institutions. 
With  innovative  pro- 
ducts and  insightful 
strategies. 

Consistency.  Growing 
with  America  for  over 
120  years,  assets  under 
management  now  total 
over  $35  billion.  With 
more  than  $26  billion 
of  life  insurance  in 
force. 

Stability.  Secure  in 
the  ability  to  dehver 


•Standard  &  Poors  AAA,  AM  Best  A+. 


tomorrow  on  what's 
invested  today,  we've 
earned  the  industry's 
highest  ratings.*  Year 
after  year. 

In  Personal  Financial 
Services,  Employee 
Benefits,  and  Asset 
Management.  We 
provide  the  power  to 
manage  your  future. 

Performance. 
Consistency.  Stability. 
Demand  it.  And  get  it 
from  Pacific  Financial 
Companies.  The  Power 
of  the  Pacific. 


Pacific  Mutual 


Pacific  Financial 
Companies 

THE  POWER  OF  THE  PACIFIC 
1  800  544-3600 

700  Newport  Center  Drive,  Newport  Beach,  CA  92660 
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BEST  IN  INDUSTRY 

■    ALL-INDUSTRY  MEDIANS 

Paper  companies  are  retooling 
to  recycle  wastepaper,  while  the 
lumber  and  packaging 
industries  are  looking  overseas. 


11 


By  Paul  Klebnikov 


At  the  start  of  last  year  there  were  fears  that  dechning 
demand  and  overcapacity  would  send  paper  prices  into  a 
tailspin.  Instead,  the  industry  saw  record  sales,  albeit  with 
widespread  earnings  declines.  Despite  a  cyclical  downturn 


and  some  scaling  back  of  expansion  plans,  papermakers  plan 
to  increase  capacity  at  the  fastest  rate  since  the  early  1980s. 
What  will  it  be  used  for?  Much  of  the  new  capacity  will 
supply  expanding  export  markets  and  wastepaper  recycling 
projects.  More  states  and  municipal  governments  are  insti- 
tuting wastepaper  recovery  programs.  Over  32%  of  the  na- 


Capping  the  world 


If  the  economy  is  in  the 
doldrums,  the  folks  at 
Crown  Cork  &.  Seal  Co. 
haven't  heard  about  it. 

hi  the  past  year  the  Phila- 
delphia-based can  and  bottle 
cap  maker  has  almost  dou- 
bled its  revenues,  to  a  pro 
forma  $3.8  billion,  by  pur- 
chasing Continental  Can's 
Canadian  operations  from 
CCL  kidus tries  and  its  domes- 
tic operations  from  Omaha- 
based  Peter  Kiewit  Sons'.  For 
$666  million,  Crown  bought 
two  businesses  that  were 
turning  out  $1.7  billion  in 
sales.  Cheap,  and  with  debt 
still  only  35%  of  capital, 
Crown  is  hardly  in  the  hole. 

What's  the  secret  to 
Crown's  success?  For  one 
thing,  it's  a  company  with  a 
Scrooge-like  aversion  to  fanfare  and  overhead.  Crown's 
general,  selling  and  administrative  expenses  are  only  3% 
of  sales,  about  half  of  Continental's  overhead  margins.  The 
last  time  Crown  paid  a  cash  dividend  on  its  common  stock 
was  1956.  But  there  is  another  reason:  Crown's  foreign 
operations.  The  company  maintains  65  foreign  plants. 
Before  the  recent  acquisitions,  sales  from  overseas  repre- 
sented about  40%  of  revenues. 

"Being  diversified  globally  is  a  big  advantage,"  says 
William  Avery,  Crown's  chairman  and  chief  executive. 
Currency  devaluations  may  be  hurting  Crown's  profits  in 


Crown  Cork  &  Seal's  William  Avery 


Latin  America,  but  European 
profits  are  stronger.  Says 
Avery:  "If  there's  a  down- 
ward trend  in  the  U.S.  econo- 
my, we  can  pick  up  the  slack 
through  our  operations  in  the 
rest  of  the  world." 

For  Crown,  the  highest 
growth  area  in  the  1980s  was 
Europe,  where  the  plastic 
bottle  market  is  relatively 
underdeveloped.  "We've 

benefited  from  the  destruc- 
tion of  the  Berlin  Wall," 
Avery  says.  "We  were  ready 
to  close  our  operation  in 
Austria,  but  now  it's  become 
a  gateway  to  Eastern  Europe 
and  we're  going  all  out." 

Crown  is  looking  to  buy 
plants  in  Eastern  Europe. 
Isn't  Avery  worried  about 
getting  paid?  Not  really.  "In 
East  Germany,  a  number  of  breweries  are  now  owned  by 
West  German  breweries.  So  we  have  no  problem  with  that. 
Coca-Cola  is  also  looking  to  expand  in  Eastern  Europe.  In 
dealing  with  the  Coca-Colas  and  Pepsi-Colas  of  the  world, 
you  get  paid,"  says  Avery. 

Ironically,  Crown's  foreign  expansion  is  now  dictated  by 
necessity.  After  its  recent  acquisitions,  the  Federal  Trade 
Commission  isn't- likely  to  let  Crown  Cork  &  Seal  buy  any 
more  domestic  producers.  So  Avery  will  have  to  turn  his 
gaze  overseas.  But  then,  that's  what  Crown  has  been  doing 
all  along.— P.K. 


Sarah  LccaMjtn: 
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don's  paper  and  paperboard  output  was  recovered  for  recy- 

wastepaper  recyclers  and  have  had  to  absorb  a  10%  to  25% 

:ling  in  1989  and  an  estimated  35%  in  1990.  By  1995  this 

drop  in  prices.  The  depressed  home  building  market  drove 

should  rise  to  40%.  The  paper  industry  is  furiously  retooling 

down  lumber  prices  by  about   10%,   and  producers  were 

to  make  use  of  this  cheap  resource. 

squeezed  by  higher  transportation  and  labor  costs.  The  only 

A  weak  dollar  and  competitive  technology  are  helping  the 

relief  came  from  exports,  up  nearly  8%  in  dollar  terms.  This 

paper  industry  push  its  products  abroad.  In  dollar  terms,  total 

should  help  players  like  Weyerhaeuser  and  Louisiana-Pacific. 

paper  and  paperboard  exports  grew  15%  while  imports  grew 

On  the  packaging  front,  plastic  container  makers  like  Con- 

only  3%.  U.S.  companies  such  as  International  Paper  and 

star  International  struggled  with  higher  raw  material  costs 

Stone  Container  have  prospered  while  foreign  firms  such  as 

and  the  task  of  making  their  products  more  environmentally 

Canada's  Abitibi-Price  are  suffering. 

benign.  Problems  with  plastics  helped  beverage  can  makers. 

Newsprint  turned  out  to  be  one  of  the  best  segments  of  the 

Their  margins  improved,  because  aluminum  prices  fell  while 

industry.  Domestic  producers  benefited  from  strikes  at  sever- 

the market  absorbed  a  3%  price  hike  for  finished  cans.  Crown 

al  Canadian  mills  and  a  higher  Canadian  dollar.  U.S.  manu- 

Cork &.  Seal  and  Bemis  are  both  benefiting  from  their  exten- 

facturers were  able  to  pass  along  a  5%  price  increase  in  1990. 

sive  foreign  operations.  But  Ball  Corp.  couldn't  get  the  financ- 

But wood  pulp  producers  didn't  fare  as  well.  They  are 

ing  to  purchase  Peter  Kiewit  Sons'  Continental  Can  European 

suffering  from  overcapacity  and  tough  competition  from 

subsidiary  for  about  $1  billion.  ■ 
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Piqier  &  lumber 

WTD  Industries 

58.7               def 

def             76.9 

64.4            -8.6 

59.8               P-D 

389 

-26 

def 

Albany  International 

25.9               8.2 

7.8             48.2 

14.2              8.6 

43.1            -53.4 

537 

20 

3.7 

Federal  Paper  Board 

25.7             20.5 

10.2             44.7 

14.5               7.3 

51.2            -27.6 

1,350 

153 

11.4 

PH  Glatfelter 

25.0             21.8 

19.0               0.0 

18.1               1.7 

15.3              -9.2 

610 

84 

13.8 

Willamette  Inds 

23.2             18.7 

12.9             32.7 

11.2              3.2 

28.4              -5.8 

1,921 

169 

8.8 

Pope  &  Talbot 

22.6             16.6 

12.0             25.0 

15.3            -5.2 

56.9a          -21.7 

581 

33 

5.7 

Consolidated  Papers 

21.9             18.7 

15.8               0.0 

7.2              2.7 

14.6              -2.4 

957 

157 

16.4 

Georgia-Pacific 

19.7             17.2 

11.6             61.9 

9.9             17.0 

49.2            -22.4 

12,046 

460 

3.8 

Mead 

17.0               9.3 

6.9             36.1 

13.3              3.0 

23.3            -29.3 

4,717 

157 

3.3 

Bowater 

16.9             10.4 

6.1             22.9 

12.4            -3.8 

12.9            -36.3 

r 

1,395 

101 

7.3 

Union  Camp 

16.8             13.7 

8.4             32.1 

8.5               1.1 

21.6            -24.2 

2,800 

240 

8.6 

Potlatch 

16.6             16.1 

10.2             25.8 

4.3              6.7 

34.2                0.7 

1,278 

134 

10.5 

,     Chesapeake 

15.5               8.1 

6.0             48.1 

17.6              8.2 

25.3            -52.0 

848 

25 

3.0 

Westvaco 

15.1              12.7 

8.2             32.0 

5.8              5.5 

14.9            -15.9 

2,411 

188 

7.8 

Pentair 

15.0             10.0 

7.9             42.8 

16.4              6.1 

9.9            -24.8 

1,167 

31 

2.7 

International  Paper 

14.6             14.4 

9.8             27.4 

22.1             16.0 

59.0            -11.7 

12,678 

743 

5.9 

Boise  Cascade 

14.4               6.6 

5.4             41.5 

2.7            -1.6 

39.4            -56.7 

4,237 

122 

2.9 

Louisiana-Pacific 

13.9             11.4 

9.0             23.0 

15.8            -0.9 

47.3            -12.3 

1,934 

148 

7.6 

Champion  Intl 

12.9               7.7 

5.8             35.2 

NM            -2.0 

34.2a          -37.3 

5,105 

299 

5.9 

James  River  Corp  Va 

12.6               2.2 

3.7             37.2 

23.4            -7.5 

4.8            -78.2 

5,573 

75 

1.3 

Weyerhaeuser 

11.2               4.8 

4.4             50.6 

10.8          -10.3 

18.7            -68.7 

9,504 

206 

2.2 

Medians 

16.8              11.4 

8.2             35.2 

13.3              2.7 

28.4            -24.8 

1,921 

148 

5.9 

Packaging 

Stone  Container 

28.7             11.2 

6.7             68.1 

37.2             18.5 

57.3            -54.4 

5,761 

151 

2.6 

Longview  Fibre 

23.8             15.7 

10.8             36.2 

9.2            -1.8 

35.3            -19.1 

684 

60 

8.8 

Sonoco  Products 

21.8               9.4 

7.7             34.1 

19.2            -0.6 

20.5            -53.4 

1,645 

48 

2.9 

Temple-Inland 

17.0             18.0 

13.0             25.7 

14.0              9.3 

23.4                8.6 

2,315 

229 

9.9 

Bemis 

16.5             18.6 

13.7             29.0 

7.7               1.5 

22.8              13.5 

1,094 

50 

4.6 

Constar  Intl 

15.3             11.2 

10.1             24.7 

NM            -8.6 

16.8            -35.8 

506 

15 

2.9 

Crown  Cork  &.  Seal 

14.9             13.1 

12.2             34.8 

6.9            43.3 

17.0                4.8 

2,679 

104 

3.9 

•    Ball  Corp 

11.9             10.2 

8.2             25.3 

1.9             18.6 

-8.4              94.0 

1,362 

47 

3.5 

St  Joe  Paper 

11.8a             7.3 

6.4               3.8 

8.3a           NA 

7.4a             NA 

623 

56 

9.0 

Kerr  Glass  Mfg 

def               def 

3.1             61.9 

3.1               5.3 

NM              D-D 

297 

-1 

def 

Gaylord  Container 

NA              def 

2.2             77.3 

NA            -3.7 

NA               P-D 

718 

-23 

def 

Medians 

15.9             11.2 

8.2             34.1 

8.0              3.4 

18.8            -27.5 

1,094 

50 

3.5 

Industry  medians 

16.6             11.2 

8.2             34.5 

11.2              2.7 

23.3            -24.8 

1,379 

103 

4.2 

All-industry  medians 

14.6             12.1 

9.2             32.6 

11.3              6.6 

6.9              -2.6 

1,282 

49 

4.0 

D-D:  Deficit  to  deficit.     D-P:  Deficit  to  profit.     P-D:  Profit  to  deficit,     def  Deficit.      ^ 

A:  Not  available.      NE:  Negative  equity-,     NM:  Not  meaningful,     a:  Four-year  average. 

b:  Three-year  average.     For  funher  explanation,  see  page  95 

Sources.  Forbes;  Value  Line  Data  Base  Sen'icc  via  Lotus  CD  tin  c.tment. 
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^hest  return  on  capital  of  any 
industry  group. 
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13.4 

1  AMERICAN  HOME  PRODUCTS 
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> 

I 

\ 
t 

INDUSTRY  AVERAGE       ■    BEST  IN  INDUSTRY       ■   AU-INDUSTRY  MEDIANS 

s 

companies  are  new  drugs,  an  aging  population,  cost-cutting 
and  consolidations. 

Health  care  companies  have  bucked  the  downward  trend  in 
the  Dow  industrials.  Through  mid-November  the  health 
stocks  followed  by  Forbes  show  an  average  gain  of  0.8%, 
versus  the  Dow's  7%  loss. 

The  outlook  is  particularly  bullish  for  biotechnology  com- 

By  mary  Beth  Grover 

Over  the  last  12  months,  the  median  company  in  the 
health  sector  had  a  16%  increase  in  earnings  per  share.  In 
contrast,  the  median  company  m  the  Forbes  Industry  survey 
of  1,150  corporations  (excludmg  biotechnology  firms)  had  a 
2.6%  decline  in  earnings.  The  magic  bullets  for  the  health 

Health 

Company 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margiii 

Return  on  equity 

latest 
5-year             12 
average          mos 

%                % 

Return  on 
capital 
latest 
12  mos 

% 

Debt/ 
capital 

% 

Sales 

latest 
5-year             12 
average           mos 

%                 % 

Earnings  per  share 

latest 
5-year             12 
average          mos 

%                % 

latest 

12 

mos 

$mil 

latest 

12 

mos 

$mil 

latest    ■ 
12 
mos 

% 

Drugs 

Amencan  Home  Prods 

Merck 

Syntex 

Marion  Merrell  Dow 

Abbott  Laboratories 

55.4             61.1 
44.6             48.9 
39.6             53.4 
35.8             42.5 
34.4             34.7 

33.5 
39.3 
41.6 
36.9 

28.7 

34.1 
2.7 

22.6 
3.6 

4.2 

5.8               2.4 

14.7             16.0 

8.8             14.0 

30.2  103.8 

12.3  12.9 

48.3               13.8 

29.5  20.2 

23.6  16.1 

20.7  88.8 
18.6              15.7 

6,802 
7,333 
1,585 
2,169 
5,904 

1,207 

1,707 

363 

396 

939 

■     17.7 
23.3 
22.9 
18.3 
15.9 

Warner-Lambert 
Eli  Lilly 

Schering-Plough 
Bristol-Myers  Squibb 
Rhone-Poulenc  Rorer 

34.1             41.9 

24.8  26.9 

23.9  27.9 
20.7b           19.0 
20.5               def 

30.4 
25.0 
24.4 
18.1 
def 

17.0 
6.6 

7.5 

4.1 

75.4 

6.3               8.1 

6.2            20.2 

12.2               5.7 

11.7             10.6 

24.1           100.9 

14.1b            19.8 
13.4              21.6 
20.1              19.6 
NM           -30.8 
12.3               P-D 

4,485 
4,894 
3,300 
9,924 
2,218 

472 

1,097 

546 

970 

-117 

10.5 

22.4 

16.5 

9.8 

def 

Pfizer 

Upjohn 

Cardinal  Distribution 

Bergen  Brunswig 

Durr-Fillauer 

18.8             15.9 

16.8  11.0 
16.6             11.8 

15.9  15.9 
13.8              14.7 

14.8 
9.4 
12.5 
15.8 
14.4 

3.4 
10.7 
40.6 
29.1 

2.1 

8.6             10.3 

7.3               2.1 

19.6            24.3 

16.5             13.2 

14.3             17.3 

6.9                0.2 

5.5            -42.1 

19.3                6.6 

15.2              -1.5 

12.8                 1.2 

6,115 

2,958 
988 

4,442 
791 

734 

217 

15 

63 

16 

12.0 
7.3 
1.5 
1.4 
2.1 

McKesson 

Bindley  Western  Inds 

National  Intergroup 

12.2             10.7 
8.1               9.1 
def               def 

10.5 
7.6 
def 

19.0 
49.8 
29.1 

8.2             11.1 
24.2            28.0 
NM            -A.6 

5.0            -10.4 

-10.6              20.3 

NM               P-D 

8,165 
1,886 
2,811 

99 

5 
-266 

1.2 
0.3 
def 

Medians 

20.6             17.5 

16.9 

13.9 

11.9             13.1 

13.8              10.2 

3,871 

380 

10.1 

Healtli  care  sauces 

FHP  international 

PacifiCare  Health 

National  Health  Labs 

Humana 

US  Healthcare 

60.2b           22.8 
25.3             36.3 
20.0b           23.7 
19.9             22.8 
17.7             31.8 

20.3 
38.0 
23.8 
15.1 
32.9 

18.7 
0.3 
0.0 

40.3 
0.0 

41.2            40.6 
64.2            50.1 
24.2            29.3 
15.7             18.7 
34.2            35.3 

31.2                6.9 
16.1              54.2 
31.5              31.7 
NM              20.3 
NM            169.0 

1,064 

976 

483 

4,852 

1,222 

30 
18 
79 

318 
54 

2.9 

1.8 

16.3 

6.6 

4.4 

Manor  Care 
National  Medical 
Lifetime 

Universal  Health 
United  Healthcare 

14.5             13.4 

12.9             20.4 

6.2             14.3 

5.1                7.4 

1.8             40.0 

7.6 
10.1 
11.0 

7.0 
25.1 

58.0 

45.2 

48.8 

48.8 

5.3 

9.5             13.8 
10.7              0.4 
NM            55.8 
11.4               6.4 
41.7            40.0 

NM              25.4 
NM              55.0 
NM            254.8 
•    -14.0              48.2 
NM            115.4 

730 
3,834 
663 
615 
534 

29 
251 
16 
12 
28 

3.9 
6.6 

2.4 
1.9 
5.3 

D-D:  Deficit  lo  deficit.     D-P:  Defic 
b:  Three-year  average.     For  funhe 

It  to  profit.     P-D:  Profit 
r  explanation,  .see  page 

o  deficit,     def:  Deficit. 
95. 

NA:  Not  available.     NE:  Negative  equit\-.     NM:  Not  meaninghil.     a:  Four-year  a\-erage. 
Sources.  Fokbes:  Value  Line  Data  Base  Seivice  ria  Lotus  CD  Inrestmeiv 
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panics.  After  years  of  heavy  losses,  research  efforts  are  finally 
starting  to  produce  tangible — and  promising — results.  Am- 
gen,  the  second-largest  biotechnology  firm,  saw  its  stock 
(adjusted  for  a  2-for-l  split)  more  than  double  last  year.  Why? 
Epogen,  its  new  anti-anemia  drug,  generated  $280  million  in 
sales  in  its  first  year  and  could  do  twice  that  in  1991. 
According  to  Jacqueline  Siegel,  an  analyst  at  Hambrecht  &. 


Quist,  biotech  outfits  are  on  the  verge  of  introducing  two  new 
important  classes  of  drugs:  one  to  combat  septic  shock,  a 
bacterial  infection  that  is  the  13th  leading  cause  of  death  in 
the  U.S.;  another  to  treat  low  white  blood  cell  counts,  which 
often  occur  in  aids  and  chemotherapy  patients. 

In  fiscal   1990  the  government  increased  Medicare  and 
Medicaid  reimbursements  by  4%  to  hospitals  and  14%  to 


Health 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

Sales 

Earnings 

per  share 

Return  on 

latest 

capital 

latest 

latest 

latest 

latest 

latest 

5-year             12 

latest 

Debt/ 

5-year 

12 

5-year 

12 

12 

12 

12 

average           mos 

12  mos 

capital 

average 

mos 

average 

mos 

mos 

mos 

mos 

Company 

%                 % 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Beverly  Enterprises 

def              2.9 

5.8 

43.3 

7.5 

0.6 

NM 

DP 

2,098 

12 

0,6 

American  Medical 

NA               def 

def 

82.7 

8.1 

-7.4 

NA 

D-D 

2,546 

-82 

def 

Foundation  Health 

NA               NE 

45.3 

80.2 

70.8b 

11,5 

NA 

DP 

905 

14 

1,5 

Hillhaven 

NA              NA 

NA 

66.5 

11.9a 

10,3 

NA 

NA 

1,152 

2 

0,2 

Medians 

14.5             20.4 

15.1 

44.2 

13.8 

16.2 

NM 

54.2 

1,020 

23 

2.6 

Hedical  supplies 

CR  Bard 

22.4             12.9 

11.5 

17.4 

14.5 

-0.2 

18.0 

-40.2 

778 

42 

5.4 

Medtronic 

21.7             19.4 

19.4 

1.3 

14.3 

19.9 

20.9 

11.4 

932 

117 

12.6 

Hillenbrand  Inds 

20.7             19.0 

14.5 

18.0 

19.9 

18.3 

19.2 

6.7 

1,237 

76 

6.2 

Becton  Dickinson 

18.8             16.7 

12.6 

32.5 

11.4 

11,1 

27.7 

-13.5 

2,013 

182 

9.1 

Bausch  &.  Lomb 

17.7             17.5 

14.1 

18.2 

18.0 

12.9 

16.4 

15.7 

1,331 

127 

9.5 

Coming 

15.5             16.2 

13,0 

21.7 

7.4 

17.2 

25.0 

17.9 

2,779 

290 

10.4 

Beckman  Instruments 

14.1b           13.5 

11.3 

23.5 

9.4 

0,5 

NA 

-15.3 

789 

37 

4.6 

Baxter  International 

11.6               def 

2.2 

35.5 

34.6 

8.6 

35.4 

,       P-D 

7,887 

1 

0,0 

Owens  &.  Minor 

9.6               7.9 

6.3 

50.3 

25.5 

36,3 

-7.7 

37.7 

1,180 

6 

0,5 

Westmark  Intl 

4.9b             6.6 

6.9 

0.0 

19.7 

13.9 

NM 

110 

479 

19 

3,9 

Healthco  Intl 

3.4               def 

def 

39.9 

10.9 

5.7 

NM 

PD 

456 

-26 

def 

Allergan 

NA               9.6 

9.3 

11.3 

27.1 

4.7 

NA 

NA 

850 

46 

5.4 

Henley  Group  ' 

NA               def 

def 

57.3 

NA 

41,0 

NA 

NA 

1,901 

-210 

def 

Medians 

15.5             12.9 

11.3 

21.7 

16.3 

12.9 

18.6 

6.7 

1,180 

42 

5.4 

BioteduKdogy 

Diagnostic  Products 

24.9             22.1 

23.8 

0.0 

27.7 

30,3 

36.2 

14.8 

72 

17 

23.4 

Life  Technologies 

16.2             13.2 

13.0 

3.6 

13.4 

6.9 

15.8 

8.6 

145 

14 

9,5 

Applied  Biosystems 

15.6               def 

def 

5.7 

54.2 

0.3 

31.2 

P-D 

159 

-2 

def 

ALZA 

13.3             11.5 

9.4 

26.7 

22.9 

29.2 

37.7 

28.8 

93 

24 

25.3 

Immucor 

12.7             11.0 

12.1 

0.0 

27.9 

26.9 

60.7b 

41.7 

13 

2 

17.8 

ICN  Biomedicals 

12.3             19.1 

10.9 

36.3 

40.0 

124.7 

10.1b 

112.1 

120 

9 

7,7 

Molecular  Biosystems 

10.5               3.4 

3.8 

12.1 

93.4 

-19.3 

79.1b 

-75.5 

13 

1 

8.7 

Applied  BioScience 

10.2             15.3 

12.6 

5.3 

25.3 

63.4 

53.8 

-14.5 

88 

5 

6.2 

Collagen 

3.5               8.2 

7.5 

20.6 

21.2 

19.5 

29.2 

5.1 

56 

4 

6,7 

Amgen 

3.1              19.4 

16.4 

4.3 

79.4 

163.4 

NM 

DP 

268 

40 

14.9 

IGI 

2.5               0.0 

1.9 

31.9 

-3.1 

10.5 

-48.2b 

P-Z 

20 

0 

def 

Synergen 

def              def 

def 

9.2 

14.7 

26.9 

NM 

D-D 

12 

-3 

def 

Gamma  Biologicals 

def              6.7 

7.5 

8.7 

4.9 

-4.2 

NM 

DP 

17 

1 

5,1 

Centocor 

def              0.1 

0.7 

9.1 

45.6 

15.7 

NM 

0.0 

70 

0 

0,3 

Genetics  Institute 

def              def 

def 

0.5 

30.3 

-28.7 

NM 

D-D 

35 

-37 

def 

Enzo  Biochem 

def               def 

def 

78.1 

26.0 

60.7 

NM 

D-D 

19 

-4 

def 

Synbiotics 

def              def 

def 

0.4 

63.0 

129.5 

NM 

D-D 

10 

-3 

def 

Collaborative  Research 

def              def 

def 

0.0 

12.5 

-22.1 

NM 

D-D 

9 

-3 

def 

Genzyme 

def              def 

def 

2.5 

34.0 

40.2 

NM 

D-D 

43 

-24 

def 

Genentech 

def               def 

def 

15.0 

47.0 

22.8 

NM 

P-D 

435 

-100 

def 

Note:  Bioteclinolog\'  companies  ar 

e  excluded  from  our  ind 

usln-  and  all- 

industiv  met 

lians.     D-D:  Deficit  to  dt 

ficit.     ?7.  Profit  to  zero. 

D-P:  Defici 

t  to  profit     P 

D;  Profit  to 

deficit,     def:  Deficit.      NA:  Not  a\ 

ailable.      NE:  Negati\e  e 

quit\'.     N.M: 

Not  meanint 

>ful.     a:  Four-vear  averaj 

^e 

b:  Three -vear  average.     For  funhi 

;r  explanation,  see  page 

9S. 

Sources:  F 

oKjirs:  Voliie  1 

iiie  Data  Ba 

if  Set- f  ice  r 

a  Ir.lusCI)  I) 
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- 

HMOS.  Between  6%  and  8%  of  what  hospitals  charged  private-     remains  off  the  U.S.  market — posted  earnings  increases  over 
ly  insured  patients  went  for  Medicaid  shortfalls.                          the  last  12  months.  Paine  Webber's  David  Lothson  is  especial- 
Drug  company  stocks  outperformed  the  market;  those  sur-     ly  bullish  on  Medtronic.  Its  Pacemaker  Cardioverter  Defibril- 
veyed  were  up  8.4%.  Most  medical  suppliers,  aside  from  cr     lator,  which  revives  stopped  hearts  and  calms  rapidly  beating 
Bard — whose  problematic  heart  catheter  was  recalled  and     ones,  could  be  launched  by  year-end.  ■ 

Health 

Company 

ProfitabUity 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

latest 
5-year             12 
average          mos 

%                % 

Return  on 
capital 

latest           Debt/ 
12  mos         capital 

%                 % 

Sales 

latest 
5-year             12 
average          mos 

%                % 

Earnings  per  share 

latest 
5-year             12 
average          mos 

%                % 

latest 

12 

mos 

$mil 

latest 

12 

mos 

$mil 

latest 

12 

mos 

% 

Cetus 
Calgene 
Immunex 
Chiron 

def              def 
def              def 
def              def 
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Making  the  world  a  healthier  place 


Call  it  a  merger  of  the  dynamic 
duo.  Bristol-Myers'  combination 
with  Squibb  a  little  over  a  year  ago 
catapulted  the  new  company  into 
the  number  two  slot  on  the  world's 
pharmaceutical  register,  with  just 
above  3%  of  the  worldwide  pharma- 
ceutical market.  Only  Merck,  with  a 
4%  share,  is  bigger. 

The  linkup  joined  Squibb's  mar- 
keting moxie  in  Europe  to  Bristol- 
Myers'  strength  in  Japan  and  Latin 
America.  The  two  firms'  pharma- 
ceuticals divisions  were  consolidat- 
ed into  one  worldwide  operating 
group.  This  new  division  is  a  $4.4 
billion  giant  with  62  manufacturing 
and  18  research  facilities  worldwide. 

Says  Chairman  and  Chief  Execu- 
tive Richard  Gelb  of  Bristol-Myers 
Squibb,  "We  are  well  positioned  in 
the  global  marketplace  with  thera- 
pies for  a  number  of  the  most  critical 
diseases  that  are  known  to  mankind." 

Bristol-Myers  Squibb  is  now  backed  by  a  worldwide 
pharmaceuticals  sales  force  of  over  8,000.  The  new  compa- 
ny got  off  to  a  roaring  start:  1990  international  sales  are 
expected  to  be  27%  higher  than  they  were  in  1989. 

How  about  the  effect  of  1992?  Drug  prices  vary  by 
country  in  Europe  and  could  be  pushed  lower  once  trade 
barriers  fall.  But  Bristol-Myers  could  more  than  offset  that 


Richard  Gelh  of  Bristol-Myers  Squibb 


risk  by  cutting  excess  European  ca- 
pacity, saving  at  least  $280  million, 
figures  Mary  Ellen  McCarthy,  an  an- 
alyst at  Shearson  Lehman  Brothers. 
Videx,  a  promising  new  aids  drug, 
was  discovered  at  the  National  Can- 
cer Institute  and  licensed  to  Bristol- 
Myers  in  1988.  It  may  join  Bur- 
roughs Wellcome's  azt  as  an  FDA- 
approved  AIDS  treatment.  The 
company  expects  to  file  a  formal  ap- 
plication for  approval  with  the  fda 
early  this  year. 

Bristol-Myers  already  has  an  inter- 
national winner  in  Capoten,  the 
third-largest-selling  pharmaceutical 
in  the  world.  This  cardiovascular 
drug  is  one  of  five  prescription  medi- 
cines with  sales  in  excess  of  $1  bil- 
lion. It  should  remain  a  big  seller  at 
least  until  1995,  when  its  U.S.  pat- 
ent protection  expires.  By  then,  sales 
of  Pravachol,  a  new  cholesterol-low- 
ering drug  with  the  potential  to  be  a  blockbuster,  should  be 
well  on  their  way.  Pravachol  is  already  on  the  market  in 
eight  foreign  countries  and  it  could  be  approved  in  the  U.S. 
early  this  year. 

Prudential-Bache  analyst  Barbara  Ryan  expects  Bristol- 
Myers'  earnings  to  grow  nearly  20%  through  the  mid- 
1990s,  while  Merck's  should  trail  in  the  high  teens.  Here's 
to  good  health.— M.B.G. 
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ENERGY  SECURITY 


•  •   I 


IS  AG 
STRONG  PIPE. 


Over  a  million  miles  of  good  strong  pipe. 
That's  America's  natural  gas  pipeline  system. 

More  natural  gas  use  can  displace 
over  80%  of  the  oil  we've  been  import- 
ing from  Iraq  within  a  year— one-third 
of  that  immediately.  And  in  doing  so, 
Americans  can  help  to  protect  them- 
selves from  unforeseen  events  in 
oil  markets. 

Natural  gas  is  already  dis- 
placing imported  oil.  Two 
million  homes  and  businesses 
switched  to  natural  gas  in  the 
1980s.  And  new  uses— especially 
natural  gas  vehicles  and  natural 
gas-fueled  electric  generation- 


displace  even  more  oil  and  serve  both  our 
energy  security  and  environmental  priorities. 
The  very  use  of  natural  gas  pro- 
motes energy  conservation— because 
it's  more  efficient.  It's  also  cleaner. 
And  there  is  no  foreseeable  end  to 
our  suppty. 

Given  our  huge  resource  base 
and  eflScient  delivery  system. 
Given  that  field  price  controls  are 
out  and  new  technologies  are  in. 
Then,  with  sound  public  policies 
and  aggressive  industry  market- 
ing, the  potential  for  natural  gas 
energy's  long-term  contribution  to 
real  energy  independence ...  is  real. 


Natural  gas.  for  a  secure  energy  future. 


©  1991  American  Gas  Association 
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Insurers  are  getting  their  day  in 
^^the  sun.  They^  would  rather  be 
back  in  the  shadows. 


By  Caitdyn  T.  Geer 


The  insurance  industry  caught  the  spothght  last  year  after 
decades  of  operating  in  relative  obscurity.  Once  considered 
important  but  dull,  insurance  is  now  a  hot  topic  at  board 
meetings,  congressional  hearings  and  dinner  tables. 
The  talk  is  of  costs,  availability  of  coverage,  and  insurance 


company  solvency.  After  the  s&.l  debacle,  the  travails  of  First 
Executive  Corp.  and  the  collapse  of  the  junk  bond  market,  the 
public  IS  wondering:  Will  insurance  be  the  next  casualty? 

Well  before  junk  bond  and  real  estate  values  began  to  erode, 
the  industry  was  under  pressure.  Profits  of  the  property/ca- 
sualty insurers  as  a  group  declined  for  the  third  year  in  a  row 
last  year,  with  insurers  paying  out  an  estimated  $  1 .09  for  each 
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$1  of  premium  written.  Premium  growth,  which  had  been 
slowing  since  1987,  picked  up  only  slightly  last  year.  And 
claim  costs  again  rose  faster  than  premium  prices.  Although 
some  specialty  carrier  rates  showed  modest  price  improve- 
ments— a  benefit  for  such  underwriters  as  Chubb  and  Ameri- 
can International  Group — standard  commercial  premiums 
remained  under  stiff  competition.  Profitability  at  established 
firms  like  Aetna,  Cigna  and  Travelers  Corp.  was  clobbered. 

There's  no  immediate  relief  in  sight.  Explains  Thomas 
Sargent,  an  insurance  analyst  with  Conning  &  Co.:  "Essen- 
tially there  are  two  exogenous  factors  at  work:  regulation  and 
substitute  products."  Populist  politicians  in  California  and 
New  Jersey  have  won  votes  blaming  the  insurance  companies 
for  greedily  raising  auto  rates  (and  ignoring  the  liability  crisis 
that  is  in  large  part  the  cause  of  the  escalation).  In  commer- 


cial lines,  many  customers  are  now  opting  to  self-insure  and 
looking  for  alternative  suppliers. 

Last  May  Delaware  opened  the  door  to  still  more  competi- 
tion by  allowing  bank  subsidiaries  in  the  state  to  sell  insur- 
ance nationwide.  The  Federal  Reserve  Board  later  ordered 
Citicorp  to  stop  selling  life  and  health  insurance  from  its 
Delaware  arm,  but  Citicorp  is  appealing  the  decision.  The 
trend  toward  demolishing  barriers  in  financial  services  will 
not  be  reversed. 

Life  insurers  continued  to  cope  with  falling  returns  and 
inadequate  capital.  At  the  same  time,  their  balance  sheets 
came  under  closer  scrutiny.  New  York  and  Arizona  regula- 
tors moved  to  limit  insurers'  investments  in  junk  bonds.  Real 
estate  portfolios  may  well  be  next.  Travelers  Corp.  set  off 
alarms  in  October  by  announcing  it  was  cutting  its  dividend 


Insuring  success  abroad 


Insurance  companies  in  the  U.S.  have  never  looked 
much  beyond  their  own  backyards.  The  U.S.  is,  after  all, 
the  largest  insurance  market  in  the  world.  Indeed,  with 
their  hands  full  at  home,  many  U.S.  insurers  are  scaling 
back  their  international  business  or  postponing  plans  to 
expand  abroad. 

Not  Chubb  Corp.  Buoyed  by  four  straight  years  of  record 
earnings,  this  primarily  property/casualty  insurer  based  in 
New  Jersey  plans  to  provide  more  products  and  services  to 
U.S.  clients  expanding  overseas — and  attract  new 
foreign  customers  as  well. 

"I  believe  that  over  the  next  decade  a  company 
like  Chubb  can  make  more  money  in  foreign 
markets  than  it  can  in  the  United  States,"  says 
Chubb  Chairman  Dean  O'Hare.  In  1989  revenues 
from  international  operations  totaled  $438  mil- 
lion— 14%  of  total  revenues  and  22%  of  profits. 
By  2000,  O'Hare  thinks  one-quarter  of  the  premi- 
ums it  collects  will  come  from  abroad. 

Will  Chubb  be  a  tough  competitor  for  Ameri- 
can International  Group,  which  pioneered  the 
foreign  market?  Not  really,  aig's  strength  over- 
seas is  life  insurance;  Chubb's  is  property/ca- 
sualty. Geographically,  aig  has  a  greater  presence 
in  Asia;  Chubb  is  better  placed  in  Europe. 

Insurance  is  less  regulated  abroad  than  here. 
Moreover,  the  U.S.  market  for  insurance  is 
shrinking  relative  to  the  world  market.  Ten  years 
ago  America  accounted  for  over  half  of  all  premi- 
ums sold,  versus  37%  today.  The  Far  East  and 
Europe  hold  the  promise  for  growth.  In  1988  the 
insurance  market  grew  19%  in  Asia,  9%  in  Europe 
and  only  2%  in  the  U.S.  World  average:  8.6%. 

Overseas,  Chubb  is  taking  the  same  selective 
marketing  approach  it  takes  here:  serving  wealthy 
individuals  and  companies  in  specific  industries. 
High-margin  specialty  products,  such  as  high- 
value  homeowners  insurance,  executive  protec- 
tion plans  and  package  policies  for  financial  insti- 
tutions, grew  from  45%  of  Chubb's  business  ten 
years  ago  to  around  60%  last  year." 


The  company  is  well  positioned  in  Europe,  with  licenses 
or  branch  offices  in  1 1  eg  countries.  In  Asia,  market  access 
has  been  more  difficult,  with  licenses  difficult  to  obtain  or 
highly  restrictive.  Chubb's  solution,  in  countries  like  Ma- 
laysia, Thailand  and  Korea,  has  been  to  buy  existing  com- 
panies and  put  in  its  own  product  line. 

Then  it  is  full  speed  ahead.  "Once  you  get  your  foot  in 
the  door,"  says  O'Hare,  "it  all  boils  down  to  delivering 
customer  satisfaction." — C.T.G. 
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and  adding  $650  million  to  reserves  for  potential  mortgage 
and  real  estate  losses. 

Consumers  and  government  officials  are  on  the  march.  In 
the  last  two  years  a  staggering  24,000  insurance  bills  were 
introduced  in  state  legislatures  alone.  Efforts  to  weaken  in- 
surers' antitrust  immunity  gained  momentum  when  the 
House  Judiciary  Committee  advanced  a  bill  in  June  to  repeal 
important  aspects  of  the  McCarran-Ferguson  Act.  The  bill 
will  be  taken  up  again  this  session.  The  Senate  Antitrust 


Subcommittee  has  also  been  probing  the  issue  recently. 

Smelling  a  challenge  to  their  authority,  state  insurance 
commissioners  are  moving  to  put  more  muscle  in  theij 
mandates.  "Over  the  years,  insurance  regulators  have  actec 
very  much  in  obscurity,"  says  Joseph  Belth,  an  insurance 
professor  at  Indiana  University.  "Today,  they're  going  to  be 
operating  in  aiishbowl."  Between  populist  politics  and  regu-| 
latory  activism  at  the  federal  and  state  levels,  the  insurance 
companies  will  be  caught  in  the  middle.  ■ 
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Graham  Hawkes  opens  the  last 


Innovative  and  reliable  Parker  motion- 
control  technology  helped  man  reach 
the  moon.  It  was  also  at  work  when 
Graham  Hawkes  successfully  dove 
3,000  feet  -  man's  deepest  solo  ocean 
dive  -  into  the  last  frontier:  the  sea. 

Pioneering  the  technology  to 
harvest  the  wealth  of  the  sea,  Hawkes 
and  his  team  from  Deep  Ocean 
Engineering  have  created  Deep  Flight 
-  an  innovative  exploration  vehicle 
for  the  sea.  Deep  Flight  adapts 
modem  aerospace  technology  that 


allows  submersible  vehicles  to  soar 
under  water  much  as  aircraft  soar  into 
the  sky. 

Hawkes  and  his  company  specify 
Parker's  highly  reliable  valves, 
connectors,  and  hoses  for  their  unique 
submersibles,  which  propel 
themselves  to  depths  as  great  as  seven 
miles  down  into  the  water.  Parker  was 
Hawkes'  logical  choice  because  the 
company's  motion-control  expertise 
spans  aerospace,  marine,  industrial, 
and  automotive  technologies. 


Parker  has  also  achieved  trusted 
partnership-supplier  relationships 
with  other  high-technology  companies 
-  both  large  and  small  -  around  the 
world.  These  partnerships  have  helped 
make  Parker  a  $2.45  billion-per-year 
leader  in  the  motion-control  industry. 

For  Parker's  fiscal  1990  annual 
report,  write:  Parker  Hannifin 
Corporation,  Dept.FB- 15,  17325 
Euclid  Avenue,  Cleveland,  Ohio 
44 1 1 2- 1 290.  For  product  infonnation, 
customers  may  call  1 -800-C-PARKER. 


A  partnership  in  vital  technologies 


Parker 


(PH-NYSE) 


MATERIALS 


RETURN  ON  EQUITY 

11.9 

^TlNCO 

■ 

^    SAUS 

u 

S   .  '    , 

10.9 

pfl  MAXXAM 

K 

These  companies  are  hoping  to 
weather  this  economic  slowdown 
better  than  they  did  the  last  one. 
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INDUSTRY  AVERAGE      ■    BEST  IN  INDUSTRY        ■    ALL-INDUSTRY  MEDIANS 


By  Vicki  Contavespi 


As  THE  ECONOMY  SPUTTERS,  the  Steel  industry  is  better  posi- 
tioned than  it  was  ten  years  ago  to  survive  a  recession. 
Overcapacity  has  been  trimmed,  and  more  than  $20  bilUon 
has  been  spent  over  the  last  decade  to  modernize  U.S.  steel 
mills.  As  a  result,  the  average  cost  to  make  a  ton  of  steel  is 


now  $415,  versus  $600  in  1982,  according  to  John  Jacobson  of 
Aus  Consultants.  Adjust  those  prices  for  inflation,  and  the 
reduction  is  even  sharper. 

Ten  years  ago  there  was  concern  that  U.S.  steel  producers 
couldn't  compete  with  Japan.  The  industry  has  responded  on 
two  fronts:  by  becoming  more  efficient  and  by  entering  into 
joint  ventures  with  the  Japanese.  Armco  has  a  50%  interest  in 
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a  venture  with  Kawasaki  in  Ohio,-  Inland  is  working  with 
Nippon  Steel  in  Illinois  and  Indiana;  and  usx  is  in  partnership 
with  Kobe  Steel  in  Lorain,  Ohio. 

But  competition  from  substitute  materials  like  aluminum 
and  plastic  promises  to  mcrease.  General  Motors,  for  exam- 
ple, is  using  more  aluminum  m  engine  castings,  transmis- 
sions and  other  parts.  U.S.  cars  now  have  about  160  pounds  of 


aluminum.  By  the  year  2000  this  amount  may  more  than 
double. 

The  outlook  for  copper  may  finally  be  improving  this  year. 
Throughout  the  1980s  the  U.S.  copper  industry  stagnated, 
smothered  by  overcapacity,  huge  inventories  and  antiquated 
machinery.  It  didn't  help  that  Third  World  countries  like 
Zambia  and  Chile  had  expanded  production  and  were  dump- 


Champagne  and  copper  do  mix 


Iooking  for  ways  to  reinvigorate  Magma  Copper  Co.,  in 
11988  new  Chief  Executive  J.  Burgess  Winter  (Forbes, 
Dec.  10.  1990]  started  listening  to  John  Champagne,  his 
vice  president  of  marketing  and  sales.  Champagne  suggest- 
ed a  fairly  radical  plan — selling  refined  copper  to  the  Far 
East  instead  of  cheaper  copper  concentrate  that  had  to  be 
further  processed  abroad. 

It  turned  out  to  be  a  great  idea.  Magma  (1990  sales,  $900 
million)  expects  revenues  in  excess  of  $300 
million  from  its  Pacific  Rim  business  in  1991, 
up  from  nothing  only  two  years  ago.  Magma, 
considered  "the  pioneer  in  the  market"  by 
people  like  Dean  Witter  analyst  Ernest  Nutter, 
is  so  sure  of  this  foreign  business  that  it  gave 
up  its  annual  $100  million  (sales)  contract 
with  General  Motors  in  1989.  The  gm  contract 
accounted  for  22%  of  its  copper  mine  produc- 
tion, but  Magma  didn't  like  the  pricing  terms. 
"We  knew  we  could  do  better  offshore,"  says 
Champagne. 

This  year  at  least  30%  of  Magma's  produc- 
tion will  go  to  the  Far  East;  next  year  the 
company  projects  an  increase  to  40% .  The  new 
strategy  is  helping  Magma  surmount  a  geo- 
graphic disadvantage.  While  the  company's  fa- 
cilities are  all  in  Arizona,  most  of  its  custom- 
ers are  in  the  Northeast  and  industrial  Mid- 
west— are^s  that  are  served  more  eco- 
nomically by  close-by  Canadian  producers. 
Looking  west  to  the  Pacific  Rim  makes  sense: 
It  costs  less  for  Magma  to  ship  copper  to  Japan 
than  to  the  East  Coast. 

Moreover,  Magma  can  ship  copper  from  Ari- 
zona to  Long  Beach,  Calif,  and  on,  say,  to 
Osaka  in  two  to  three  weeks;  it  takes  Chilean 
producers  six  to  eight  weeks  to  supply  Osaka. 
And  it  takes  landlocked  Zambia,  Japan's  larg- 
est supplier,  about  three  months.  Magma's 
shorter  delivery  schedule  to  Japan  fits  nicely 
with  that  country's  just-in-time  inventory 
style  of  management. 

Foreign  exchange  rates  also  make  Magma's 
copper  an  attractive  buy  to  the  Japanese.  Cop- 
per's price  has  doubled,  from  60  cents  to  $1.20 
a  pound,  since  1985.  But  over  the  same  period, 
the  dollar's  value  has  dropped  about  50% 
against  the  yen,  so  in  yen,  copper's  price  is 
about  the  same  in  1 990  as  it  was  five  years  ago. 
True,  copper  is  priced  in  dollars  worldwide. 
But  Magma  has  additional  virtues  to  trumpet. 


John  Champagne  says  he  points  out  to  the  Japanese  that 
"we  are  stable,  reliable  and  we're  not  a  Third  World 
country."  The  Japanese  Wire  &.  Cable  Makers  Association 
has  petitioned  the  Japanese  government  to  eliminate  the 
duty  on  refined  copper  coming  from  the  U.S. 

The  Japanese  expect  to  get  35%  of  their  refined  copper 
via  imports  this  year,  and  Magma  expects  to  be  supplying 
10%  to  15%.— V.C. 
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ing  on  world  markets. 

But  here,  too,  companies  have  addressed  the  challenges. 
The  large  inventory  of  copper  has  finally  been  brought  under 
control.  Copper  now  sells  for  $1.13  a  pound,  versus  58  cents 
at  Its  low  in  late  1984.  Demand  from  the  Far  East  for  U.S. 
copper  is  growing.  Meanwhile,  domestic  copper  producers, 
such  as  Phelps  Dodge,  Cyprus  Minerals  and  Asarco,  are 
investing  in  extraction  methods  that  dissolve  the  metal  from 
low-grade  copper  waste  or  oxide  ore  deposits.  This  method  is 


roughly  half  as  expensive  as  the  conventional  copper  smelt- 
ing process,  and  is  kinder  to  the  environment. 

Both  gypsum  and  cement  are  having  short-term  problems, 
since  demand  for  these  materials  is  closely  matched  to  con- 
struction activity.  In  October  1990  National  Gypsum  filed  for 
Chapter  11.  In  December  Lone  Star  cement  followed  suit. 
Don't  forget  that  there  is  huge  leverage  in  these  businesses. 
Gypsum  and  cement  producers  could  experience  a  healthy 
rebound  once  the  economy  recovers.  ■ 
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28.7 

9.9 


12.7 
NM 
15.3 
15.0 


-7.3 
-3.8 
-9.5 

-27.7 


4.0 

-23.7 
NM 
33.4 


-15.9 

-92.3 

31.1 

92.7 


404 

2,124 

567 

471 


20 

5 

52 

112 


5.1 

0.3 

9.2 

23.7 


Lafarge 

Holnam 

Lone  Star  Industries 


13.4 

10.4 

def 


7.8 
def 
def 


6.2 
2.8 
def 


35.3 
41.4 
48.1 


10.9 

20.5 

-20.8 


11.6 
-0.3 
-21.6 


63.7a 

NM 
NM 


-38.2 
P-D 
P-D 


1,602 

1,044 

273 


64 
-19 

-275 


4.0 
def 
def 


Medians 


15.5 


7.8 


9.3 


35.3 


12.7 


-7.3 


-23.7 


-38.2 


567 


20 


4.0 


Other  materials 

Waxman  Inds 
Tyco  Laboratories 
Vulcan  Materials 
Armstrong  World  Inds 
Masco 


33.2 
24.2 
21.2 
17.8 
17.4 


18.2 
23.0 
18.3 
15.6 
9.8 


9.3 
15.9 
15.6 

12.4 
7.9 


85.1 
29.8 
5.8 
12.2 
40.6 


36.1 
27.1 
1.9 
12.0 
26.5 


44.0 
13.7 

0.6 
-2.1 

8.2 


40.4 
22.8 
17.9 
16.7 
9.9 


-25,0 
25.4 
-7.5 
16.0 

-32.8 


443 
2,331 
1,092 
2,548 
3,224 


6 
126 

120 
184 
180 


1.4 
5.4 
11.0 
7.2 
5.6 


Ply  Gem  Industries 
Morgan  Products  Ltd 
Ameron 
Hughes  Supply 
Harsco 


12.6 
11.9 
10.1 

9.7 
7.9 


5.8 
def 
9.6 
4.8 
12.4 


6.2 
def 
7.4 
4.9 
10.7 


57.3 
32.4 
41.8 
50.4 
21.5 


27.7 
9.4 
8.9 

14.1 
3.2 


19.5 

-3.6 

7.3 

7.0 

15.9 


NM 

NM 

9.8 

4.2 

-20.3 


-41.0 
P-D 
4.0 

-47.5 
D-P 


556 
421 
442 
561 
1,579 


6 

-4 

13 

4 

49 


1.1 
def 
2.9 
0.8 
3.1 


Noland 

Owens-Coming 
Nortek 
Grow  Group 
HH  Robertson 


6.5 
1.2 
0.1 
def 
def 


5.0 
NE 
def 
def 
def 


5.1 

30.6 

0.7 

2.9 

1.7 


29.6 
137,6 
52.3 
53.7 
38.5 


6.2 
-2.1 
20.3 
10.0 
-5.3 


-3.7 

13.4 

-4.9 

0.3 

3.1 


-4.3 

NM 
NM 

NM 
NM 


40.4 
-16.5 
DD 
P-D 
D-D 


442 

3,213 

1,069 

414 

528 


5 
153 
-26 

-2 

-2 


1.1 
4.8 
def 
def 
def 


Dravo 

Eljer  Industries 

Manville 


def 

NA 
NA 


13.0 

6.1 

17.6 


12.3 

5.1 

11.3 


25.8 
47.3 
41.1 


-25.1 


3.8 


5.1 
2.9 

3.7 


NM 
NA 
19.5b 


DP 

-44.3 
27,3 


293 

447 
2,224 


17 

6 

155 


5.6 
1.2 
7.0 


Medians 


9.9 


7.8 


7.6 


40.9 


9.1 


4.4 


-4.3 


-20.8 


559 


10 


2.2 


Industry  medians 


11.9 


9.6 


9.0 


29.8 


10.9 


-2.1 


NM 


-31.6 


1,044 


43 


3.1 


All-industry  medians 


14.6 


12.1 


9.2 


32.6 


11.3 


6.6 


6.9 


-2.6 


1,282 


49 


4.0 


D-D:  Deficit  to  deficit      I  )-P:  IX'llcit  lu  profit,     P-D:  I'rotit  to  deficit,     def:  Deficit,      NA:  .Not  available      NE:  .Negative  equit\-,     NM:  Not  meaningful      a:  h'our-year  average, 
b:  Three  year  average,     l-or  further  e.xplanation,  .see  page  95, 

Sources.  Fomn-s:  Value  Line  Data  Base  Service  via  Lotus  CD  Investment. 
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Will  you  want  the  expertise  and 

farsightedness  that  keeps  you  ahead  in 

the  markets? 

Or  the  strength  and  stability  offered  by 

an  organization  long  on  tradition? 

At  Dai-lchi  Kangyo  Bank,  we  have  both. 

We  were  the  first  bank  to  be  established 

in  Japan,  and  are  today  the  country's 

largest. 

We  have  massive  resources  to  call  on.  And 

the  broadest  range  of  services  available. 


When 

youVe 

choosing 

a 

financial 

partner, 

what 

do 

you 

look 

for? 


Yet  we  are  the  first  to  recognize  the 
importance  of  each  individual,  and  the 
value  of  every  business  partnership. 
In  the  Americas  and  around  the  world, 
the  speed  of  our  reactions  combined 
with  our  sense  of  traditional  values 
gives  us  an  edge  you  can  rely  on. 
When  the  choice  of  financial  partner  is 
yours,  choose  wisely. 
Yours  should  be  the  most  reliable 
partner  there  is. 


DKB 


Your  most  reliable  partner 

DAI-ICHI  KANGYO  BANK 

Head  Office:  1-5,  Uchisaiwaicho  l-chome,  Chiyoda-ku,  Tokyo  100,  Japan  Tel.  (03)  3596-1111 


Network  in  U.S.A.,  Canada  and  Latin  America  I  Brandies  and  Agencies  in:  New  York,  Los  Angeles,  Chicago,  Atlanta 
San  Francisco,  Panama,  Cayman  Representative  Offices  in:  Houston,  Toronto,  Sao  Paulo,  (viexico  City,  Caracas,  Buenos  Aires 
Subsidiaries  in:  Los  Angeles,  New  York,  New  Jersey,  Toronto,  Cayman  Associated  Company  in:  Sao  Paulo 


JiETAILING 


So  many  stores.  So  little  spending. 


By  Steve  Weiner 


Blame  Saddam  Hussein  for  the  retail  recession  of  1990. 
"Telephone  orders  to  our  catalog  declined  in  a  range  of  12% 
to  15%  [below  year-earlier  figures]  week  after  week,  after  the 
trouble  began  in  the  Middle  East,"  says  Robert  Gill,  vice 


chairman  of  J.C.  Penney  Co.  To  Woolworth  Corp.,  the  inva- 
sion of  Kuwait  "was  like  a  curtain  coming  down,"  agrees 
Harold  Sells,  chairman  and  chief  executive  officer.  The  Uni- 
versity of  Michigan's  consumer  confidence  index  plunged 
more  sharply  in  the  third  quarter  than  in  any  previous  three- 
month  period. 


Retailing 


Company 


Profitability 


Return  on  equity 


5-year 
average 

% 


latest 

12 

mos 

% 


Return  on 
capital 
latest 
12  mos 

% 


Debt/ 
capital 

% 


Growth 


Sales 


5-year 
average 

/o 


latest 

12 

mos 

/o 


Earnings  per  share 


5-year 
average 

/o 


latest 
12 

mos 

% 


Sales 


latest 

12 

mos 

$mil 


Net 
income 


latest 

12 

mos 

$mil 


Profit 
margin 


latest 

12 

mos 

/o 


Department  stores 

Dillard  Dept  Stores 
May  Dept  Stores 
JC  Penney 
Mercantile  Stores 
Strawbndge 


18.2 
17.7 
16.7 
15.6 
14.8 


16.3 
19.3 
15.6 
12.2 
12.5 


11.2 
11,8 
10.4 
11.5 
8.8 


38.8 
45.1 
28.8 
15.0 
45.6 


18.5 
2.9 
3.5 
6.3 
8.9 


22.9 

-3.8 

4.4 

2.2 

6.7 


18.2 
13.0 
20.4 
10.0 
7.1 


27.6 

15.7 

-11.7 

-2.7 
5.4 


3,485 
10,020 
16,368 

2,355 
983 


176 
531 
738 
132 
30 


5.1 
5.3 
4.5 
5.6 
3.0 


Sears,  Roebuck 
Equitable  of  Iowa 
Alexander's 
Carter  Hawley  Hale 
Neiman  Marcus  Group 


10.4 
10.0 

7.8 

NA 
NA 


8.2 
8.4 
def 
NE 
1.5 


7.2 
7.6 
def 
6.9 

8.4 


43.8 

6.9 

31.1 

111.3 

45.9 


6.8 

9.5 

-1.5 

NM 
13.9 


4.5 
13.3 
-0.6 

2.5 
15.1 


NM 
11.7 

24.2 

NM 
NA 


13.5 
2.9 
P-D 
P-D 
300.0 


55,590 

639 

460 

2,858 

1,689 


1,126 
23 
-4 
-9 
28 


2.0 
3.6 
def 
def 
1.7 


Medians 


15.2 


10.3 


8.6 


41.3 


6.5 


4.5 


11.7 


4.1 


2,607 


81 


3.3 


Apparel 

Limited 

Gap 

Merry-Go-Round 

Melville 

Charming  Shoppes 


35.4 
32.8 
25.9 
22.9 
22.8 


30.3 
35.9 
33.3 
19.5 
13.7 


21.7 
34.6 
27.8 
19.2 
12.0 


32.2 
1.2 

15.4 
2.1 
9.4 


25.4 
24.4 
24.1 
11.6 
22.3 


15.2 
26.6 
47.6 
10.7 
10.7 


26.5 
44.8 
16.3 
15.8 
10.5 


20.1 

27.8 

83.6 

6.7 

-15.3 


5,092 
1,854 

592 
8,109 

872 


379 
122 

35 
388 

36 


7.5 
6.6 
5.8 
4.8 
4,2 


GenesLO 
Nordstnim 
Edison  Bros  Stores 
Burlington  Coat 
Petrie  Stores 


20.8 
20.2 
15.4 
14.7 
9.0 


5,8 
13.8 
26,6 
11,7 

3,7 


6.1 
10.4 
22.2 
10,4 

3,7 


26.4 
34,9 
2.8 
30.2 
14.9 


-4.6 
21.8 

5.8 
17.5 

4.6 


0,9 
10,5 
16,2 
20.4 

3,0 


NM 

23.8 

17.7 

8.4 

-16.3 


-62.5 

-22.5 

31.4 

7.1 

-23.9 


485 
2,849 
1,152 

818 
1,293 


7 

101 

65 

24 

24 


1.5 
3.5 
5.6 
3.0 
1.9 


Brown  Group 
Hartmarx 
US  Shoe 
T(X  Cos 


8.8 
8.6 
7.0 

NA 


10.2 

def 

11,1 

31.8 


8,6 
def 
9,2 
15.2 


27.4 
38.2 
21.3 
49.0 


4.4 

3.3 

7.9 

18.4 


2.7 

3.8 

13.2 

10,3 


-14.5 

-11.8 

-13.3 

22.0 


245,6 
P-D 

126.7 
-8,8 


1,830 
1,307 
2,743 
2,268 


34 

-53 

61 

73 


1.9 
def 
2,2 
3.2 


Medians 


20.2 


13.8 


11.2 


23.9 


14.6 


10.7 


13.1 


6.9 


1,569 


49 


3.4 


D-D:  Deficil  to  deficit.     1)1':  Dcfu.!!  lo  profn,     I'D:  Profit  to  ddicit,     def:  Deficit, 
b:  Three-year  average,     I'or  funlicr  explanation,  see  page  95. 


X.^:  Not  available.      NFi:  Negative  equit\'.     NM:  Not  meaiiingtiii,     a:  Four-year  average. 
Sources:  l'(>K/ir:\:  Value  line  Data  Base  Serfice  via  Lotus  CD  Inivstinent 
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But  the  retailers'  problems  run  deeper  than  the  Middle  East. 
"There's  simply  too  much  retail  space,"  complains  Wool- 
worth's  Sells.  Carl  Steidtmann,  chief  economist  at  Manage- 
ment Horizons,  the  retail  consulting  arm  of  Price  Water- 
house,  figures  nationwide  retailing  profits  fell  5%  or  more  in 
1990— the  fourth  down  year  in  a  row  for  the  mdustry.  "Stores 
aren't  giving  customers  what  they  want,"  he  says.  "They 


have  reduced  inventories,  and  that  reduces  choice." 

Last  year's  casualties  included  Toronto-based  Campeau 
Corp.'s  jewels.  Federated  Department  Stores  and  Allied 
Stores  Corp.;  they  went  into  Chapter  1 1  last  January.  In  April 
discounter  Ames  Department  Stores  filed  for  Chapter  1 1  and 
closed  more  than  200  stores.  Saks  Fifth  Avenue  and  Marshall 
Field's  changed  hands.  Sears,  Roebuck's  retailing  operations 


Starting  with  a  head  start 


Others  will  have  to  ride  out  the  U.S.  downturn,  but  we 
can  soften  it  by  our  presence  in  foreign  markets,"  says 
Harold  Sells,  61,  Woolworth  Corp.  chairman  and  chief 
executive  officer. 

Woolworth's  hottest  market?  Germany.  "We've  never 
seen  a  boom  period  like  we're  seeing  there  now,"  says 
Sells,  who  has  been  top  executive  of  the  $9.5  billion  (sales), 
8,600-store,  New  York-based  chain  store  operator  for  the 
last  four  years.  Same-store  German  sales  rose  30%  in  the 
four  months  after  East  Germans  received  real  deutsche 
marks  in  July.  Revenues  at  the  com- 
pany's 24  stores  in  Berlin  climbed  better 
than  60%  in  the  same  period.  In  1989 
German  operating  profits  were  $80  mil- 
lion, equal  to  about  12%  of  Woolworth's 
total.  The  contribution  from  Germany 
should  climb  to  the  high  teens  in  fiscal 
1990  (which  ends  this  month). 

Unlike  most  retailers,  Woolworth  is 
used  to  running  foreign  stores.  The  com- 
pany opened  its  first  foreign  store  in  To- 
ronto in  1897,  its  first  British  unit  in 
1909  and  its  first  German  outlet  in  1926. 
The  foreign  operations  have  constituted 
25%  of  the  company's  store  total  for  20 
years.  Woolworth  now  has  more  than 
2,500  stores  in  Europe,  Canada  and  Aus- 
tralia, most  of  rhem  shoe  stores.  Foreign 
operations  account  for  better  than  40% 
of  Woolworth's  operating  earnings  on  a 
like  percentage  of  sales. 

How  does  Woolworth  do  it?  It  uses 
local  managers  who  develop  country- 
specific  strategies  rather  than  relying  on 
a  companywide  master  plan.  In  the  U.S., 
for  example,  Woolworth  has  successfully 
expanded  its  specialty  apparel  and  shoe 
stores  (Kirmey,  Foot  Locker)  while  its 
traditional  five-and-dime  general  stores 
have  been  sharply  pruned.  The  company 
sold  its  majority  stake  in  its  struggling 
U.K.  dime  stores  in  1982. 

But  in  Germany,  where  store  hours 
and  mall  expansion  are  sharply  limited, 
its  general  stores  are  three  times  a^  prof- 
itable as  those  in  the  U.S.  So  Woolworth 


has  more  than  290  of  them  there  (of  a  total  445  units  of  all 
kinds).  Even  so,  these  aren't  true  dime  stores;  they  stock 
higher-quality  goods  and  far  more  apparel  than  do  their 
U.S.  counterparts. 

Woolworth's  specialty  operations  are  also  slated  for 
overseas  expansion.  One  plan:  Saturate  Europe  with  1,000 
Foot  Locker  athletic  shoe  stores  by  the  year  2000 — up  from 
16  today.  "We're  moving  as  fast  as  wc  can  in  England, 
France  and  Italy,"  says  Sells.  There's  nothing  like  a  good 
head  start  to  help  win  a  race. — S.W. 
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took  $120  million  in  losses  in  the  first  three  quarters,  and 

fell  14%  in  October. 

jinedi 

Sears,  like  most  other  big  retailers,  began  its  post-holiday 

Who's  doing  well?  Among  a  handful  of  others,  the  Gap  and 

icinS' 

clearance  sales  weeks  early,  before  Christmas. 

the  Contempo  Casuals  division  of  Neiman  Marcus  Group. 

Thep 

The  forecast  for  the  coming  year  is  no  better.  "The  first 

The  Gap's  latest  12-month  profits  were  up  28%,  and  the 

tensiti 

quarter  frightens  me,"  says  Kenneth  Macke,  chairman  and 

chain  continues  to  expand  at  a  rapid  pace.  Like  their  success- 

(■pnce 

chief  executive  officer  of  Dayton  Hudson  Corp.  Says 

econo- 

ful  counterparts,  both  the  Gap  and  Contempo  keep  assort- 

—- 

mist  Steidtmann:    "There's  nothing  out  there  to 

turn  it 

ments  fresh  and  focus  on  customers  likely  to  make  repeat 

tetai 

around."  Among  potential  shakeout  candidates:  Carte 

r  Haw- 

purchases.  The  four-year-old  GapKids  chain  has  also  been  a 

ley  Hale  Stores,  which  sold  its  Thalhimers  division 

to  cut 

great  success. 

debt,  and  privately  owned  R.H.  Macy,  where  same-store  sales 

Among  full-line  retailers,  Dillard  Department  Stores  re- 

Retailing 

Profitability 

Growth 

Sales 

Net 
income 

Prom 
margin 

(.m^ 

Return  on  equity 

Sales 

Earnings  per  share 

&-:.. 

Return  on 

HlO'iii 

latest 

capital 

latest 

latest 

latest 

latest 

latest 

Homes 

5-year              12 

latest 

Debt/ 

5-year             12 

5-year             12 

12 

12 

12 

DaitCi 

average          mos 

12  mos 

capital 

average          mos 

average           mos 

mos 

mos 

mos 

Chilli 

Company 

%                 % 

% 

% 

%                % 

%                 % 

$mil 

$mil 

% 

tall 

Dnig&  discount 

tonel 

Wal-Mart  Stores 

36.0             29.7 

23.7 

28.2 

32.5             25.0 

33.3              27.6 

28,814 

1,185 

4.1 

Ciosn 

Pic  'N'  Save 

25.1                7.2 

6.4 

2.3 

14.9             15.9 

NM            -62.7 

511 

16 

3.1 

luieraia 

Drug  Emporium 

21.0              14.9 

8.7 

50.0 

42.7            22.3 

59.8b            -8.7 

546 

8 

1.5 

Homf* 

Walgreen 

20.8             21.2 

16.9 

12.2 

14.8             12.4 

11.8               13.2 

6,047 

175 

2.9 

Rite  Aid 

19.8              14.8 

9.9 

42.3 

19.0               8.9 

11.2                6.8 

3,306 

104 

3.2 

Wakin 

Family  Dollar  Stores 

18.2              16.1 

15.0 

0.0 

17.3             15.5 

NM              33.3 

874 

29 

3.3 

Mtdiii 

Longs  Drug  Stores 

17.6              17.0 

16.0 

0.0 

9.0              9.8 

12.1                 4.1 

2,257 

61 

2.7 

Consolidated  Stores 

17.5               def 

def 

42.1 

61.3               2.5 

NM               P-D 

643 

-9 

def 

km 

Dayton  Hudson 

17.0             19.4 

12.3 

58.0 

11.4               8.3 

10.8              28.8 

14,359 

425 

3.0 

Ross  Stores 

14.4             20.5 

15.7 

31.3 

25.5             10.2 

NM            -23.8 

785 

22 

2.8 

Ua 

Fay's 

14.2              1.S.8 

11.3 

37.7 

8.5             14.5 

18.8              -8.9 

644 

11 

1.7 

FoodL 

Hills  Dept  Stores 

13.3a             def 

7.4 

98.0 

7.0             16.9 

NM              D-D 

2,157 

0 

0.0 

Gimi 

Kmart 

13.2               6.7 

6.7 

37.2 

6.9             13.7 

NM            -54.5 

32,334 

334 

1.0 

Alkrt 

Genovese  Drug  Stores 

12.6               9.5 

7.1 

43.3 

13.9               6.7 

NM            -28.3 

429 

3 

0.8 

Hmi 

Fred  Meyer 

10.4               def 

0.9 

46.3 

9.5             14.0 

NM               P-D 

2,442 

-5 

def 

Bnino' 

BigB 

9.9               def 

0.2 

48.6 

21.0            25.0 

NM               P-D 

460 

-3 

def 

Smtli 

Dollar  General 

9.1              10.8 

10.4 

31.9 

4.1               4.9 

-10.2               16.4 

643 

13 

2.0 

Weis\ 

Rose's  Stores 

8.7               3.4 

4.6 

23.3 

10.8               5.0 

-14.9            -14.6 

1,539 

7 

0.5 

Sejwa 

Medco  Containment 

8.6               3.1 

3.8 

24.8 

82.6            34.8 

54.1a          -44.1 

1,078 

9 

0.9 

Sckult 

Jamesway 

8.0               def 

2.2 

46.9 

12.9               9.7 

-12.7               P-D 

937 

-1 

def 

Winii- 

Wholesale  Club 

0.3              18.9 

13.9 

24.4 

67.9            38.7 

NM              58.1 

667 

6 

.      1-0 

Qsey 

Perry  Drug  Stores 

def             11.3 

8.0 

63.2 

11.4            -2.4 

NM            500.0 -H 

659 

6 

0.9 

Villij 

Ames  Dept  Stores 

def              def 

def 

127.3 

39.0            -9.4 

NM              D-D 

4,210 

-776 

def 

Maisb 
hslts 

Great 

Medians 

13.3             10.8 

8.0 

37.7 

14.8             12.4 

NM            -14.6 

937 

9 

1.0 

Specialty 

Cucle 

Lands'  End 

47.5              14.2 

13.8 

2.9 

26.0               8.2 

30.7a          ^2.3 

576 

16 

2.8 

yji 

Sotheby's  Holdings 

46.7             46.0 

52.4 

0.1 

31.2             19.7 

88.9b            53.4 

465 

128 

27.7 

Delth 

Jostens 

39.3             25.2 

21.1 

16.9 

7.3             10.5 

18.1                8.6 

799 

60 

7.6 

Amen 

Intelligent  Electron 

31.0             27.6 

21.7 

21.3 

NM           189.7 

122.2b          115.6 

1,352 

25 

1.8 

Fottli 

Circuit  City  Stores 

30.9             22.6 

18.8 

19.4 

32.9             20.7 

33.0              13.5 

2,265 

82 

3.6 

Daiiy 

Blair 

30.1             32.0 

32.0 

0.0 

7.6             10.1 

12.7              22.2 

470 

36 

7.6 

% 

Blockbuster 

28.8             27.6 

21.6 

34.4 

NM            79.3 

NM              70.2 

584 

63 

10.8 

Nad 

Price  Co 

27.1             23.0 

17.4 

23.7 

32.4               7.9 

27.7                7.4 

5,286 

125 

2.4 

E* 

Home  Depot 

25.0             27.5 

20.0 

44.8 

44.0            37.0 

53.9              45.4 

3,521 

152 

4.3 

Penu 

Spiegel 

24.2             18.1 

10.5 

62.5 

18.1             19.4 

37.1              10.8 

1,892 

75 

4.0 

llisci 

Toys  'R'  Us 

21.8             18.8 

16.9 

9.2 

24.0            21.6 

25.2              19.1 

5,290 

330 

6.2 

Vons 

Tandy 

20.3              16.4 

14.6 

12.0 

9.3              8.8 

9.4              -4.7 

4,604 

280 

6.1 

U 

Sherwin-Williams 

19.0             18.0 

15.0 

11.6 

NM              6.4 

11.7               11.6 

2,228 

121 

5.5 

Woolworth 

17.3             16.7 

14.7 

11.2 

9.4             11.1 

17.9               15.6 

9,520 

343 

3.6 

McD 

Best  Buy  Co 

17.1               9.0 

8.1 

34.9 

60.3             20.7 

NM            500.0 -t- 

604 

6 

1.0 

QVC  Network 

17.0b             def 

0.5 

63.9 

NA          500.0 -H 

NA               P-D 

666 

-6 

def 

W[ 

InterTAN 

15.6b           11.1 

10.4 

14.3 

13.3               7.6 

NA            -40.2 

700 

23 

3.3 

Moir 

Pep  Boys 

15.3             12.6 

9.1 

40.0 

18.2            20.7 

12.0                4.4 

868 

40 

4.6 

Ml 

Businessland 

14.7               def 

def 

37.6 

61.9              9.2 

NM               P-D 

1,347 

-48 

def 

Shot! 

Hechinger 

13.8               8.4 

6.8 

28.1 

25.8             19.7 

8.0              -6. 1 

1,394 

3,3 

2.3 

Call 
Wen 

MicroAge 

13.7             22.4 

20.8 

12.6 

44.0             71.0 

NM              52.1 

622 

6 

1.0 

Inacomp  Computer 

13.2              15.2 

13.9 

51.8 

36.2            42.3 

37.4                9.2 

500 

7 

1.4 

Med 

Service  Merchandise 

12.8               NE 

11.9 

104.2 

12.5               7.3 

NM            -34.3 

3,435 

53 

1.5 

^ 

Town  &  Country 

12.5               7.3 

7.2 

68.4 

47.8             17.7 

.     NM            125.0 

416 

6 

1.5 

IbIu 

Lowe's  Cos 

12.5              12.7 

11.1 

18.5 

8.7             10.6 

3.4              12.8 

2,841 

82 

2.9 

% 

D-I):  Delkit  M  delicit      DP:  Deficit  lo  profil.     I'D:  Profit  to  deficit,     def: 

Deficit 

N.A:  Not  avaikibie       NR:  Negative  equiu      N.\l:  Not  meaningful     a:  Four-year  average. 

D-D 

b:  Three-year  .iverage      I'or  further  expianaticin,  see  page  9^. 

Sources  f'o/j/ii-x  Value  Line  Data  Base  Seriicc  via  l.otiis  CD  Inrestmenl. 
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H 

ti 

ess 
ort 
a 
n 

ained  a  standout  because  of  tight  cost  controls  and  astute 
i  icing. 

.   The  promotional,  price-cutting  environment  in  retailing 
e  lensified  last  year  in  the  restaurant  industry  as  well.  The 
•  f-price  binge  was  led  by  Domino's  and  Little  Caesar  Interna- 

tional  (both  privately  owned  pizzamakers),  and  PepsiCo's 
Taco  Bell  and  Pizza  Hut  units.  At  McDonald's,  where  ana- 
lysts figure  domestic  comparable-store  sales  slumped  4%  last 
year,  marketers  said  they  would  eliminate  foam  containers — 
a  big  environmental  issue — and  try  low-fat  beef.  ■ 

<  Retailing 

Company 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

latest 
5-yeat             12 
average          mos 

%                % 

Return  on 
capital 

latest           Debt/ 
12  mos        capital 

%                 % 

Sales 

latest 
5-year             12 
average          mos 

%                 % 

Earnings  per  share 

latest 
5-year             12 
average           mos 

%                 % 

latest 

12 

mos 

$mil 

latest 

12 

mos 

$mil 

latest 

12 

mos 

% 

t 

Costco  Wholesale 
Highland  Superstores 
Home  Shopping 
Dart  Group 
Child  World 

10.3             17.9 
9.5               def 

7.3b           22.4 
5.3               4.2 
5.1               O.l 

14.7             22.3 
def             41.7 

11.9             54.5 
6.8             33.7 
0.7               9.4 

67.5  37.8 

20.6  -0.5 
64.1b          30.2 
68.3             18.3 
14.6               1.4 

97.2b            44.3 
NM              D-D 
NM              D-P 
13.4            -41.8 

NM            -98.8 

4,133 
911 

1,008 
996 

843 

49 

-10 

32 

12 
0 

1.2 
def 
3.2 
1.2 
0.0 

General  Host 
Lionel 
Grossman's 
Intermark 

4.5               2.5 
4.2               def 
3.1               5.8 
def               def 

5.9             50.0 
0.8             47.2 
8.2             30.8 
def             68.2 

-5.0              5.4 

7.9              3.5 

-4.7          -29.8 

13.8            43.4 

NM              D-P 
-41.3               P-D 

NM            -59.4 
NM              D-D 

.507 

436 

811 

1,067 

4 

-3 

7 

-39 

0.8 
def 
0.9 
def 

Egghead 

Horn  &  Hardart 

Waban 

def               5.7 
def               def 

NA               8.2 

5,6               0.0 
def             78.9 
7.8               9.5 

104.8            20.8 

8.8            20.6 

47.1              19.4 

NM               DP 
NM              D-D 

NA               NA 

495 
633 

2,240 

6 

-15 
22 

1.1 
def 
1.0 

Medians 

15.0             12.7 

11.1             28.1 

19.4             19.4 

8.7              10.0 

911 

25 

1.8 

- 

iStqiennarkets 
Ik  convenience 

Arden  Group 
Food  Lion 
Giant  Food 
Albertson's 
Hannaford  Bros 

33.0             27.7 
32.0             30.5 
24.8             23.0 
22.7             23.8 
20.3              19.1 

17.5  36,1 
23,1             25,3 
16,4             29,9 

19.6  13.9 
13,3             34,2 

-4.9            -2.6 

26.3  19.7 
9.0              6.9 
9.6              9.1 

16.4  12,9 

34.2                7.3 
30.5              27.5 
20.1                 8.0 

20.7  17.4 

21.8  11.8 

336 
5,325 
3,325 
8,045 
1,659 

12 
165 
114 

220 
41 

3.7 
3.1 

3.4 
2.7 
2.5 

■— 

Bruno's 

Smith's  Food  &  Drug 
Weis  Markets 
Seaway  Food  Town 
Schultz  Sav-O  Stores 

20.1             20.0 
19.4a           13.5 
17.9             15.2 
17.5               9.1 
17.3             11.7 

13,8             30,9 
9,0             48,8 

14,8               0,0 
6.6             55.4 
9.9             42.3 

25.6             11,5 

23.0             19,9 

5.2               2,0 

1.9              6,6 

4.5              4,6 

16.4              24.2 
21.9              16.2 
10.6                05 
40.0            -23.4 
17.3            -21.3 

2,450 

1,977 

1,268 

546 

480 

63 

33 

86 

3 

4 

2.6 

1.7 
6.8 
0.5 
0.8 

" 

Winn-Dixie  Stores 
Casey's  General  Store 
Village  Super  Market 
Marsh  Supermarkets 
Ingles  Markets 

17.2             19.1 

16.8  11.1 
15.2               9.0 
15.2             16.7 

14.9  9.6 

18.1               8.9 
7.9             40.7 
7.9             40.2 
9.5             51.3 
8.0             55.2 

4.8              6,1 
12.7             13,8 
15.6              3,5 

8.0             13,0 
13.9             16,4 

3.1              10.3 
18.9              37.7 

8.6              -7.9 
17.8              20.8 
17.5            -16,3 

9,860 
513 
681 

1,014 
999 

152 

8 

4 

12 

12 

1.5 
1.6 
0.6 
1.2 
1.2 

■ 

Great  A&P  Tea 
Circle  K 
Ruddick 
Delchamps 
American  Stores 

13.8  14.0 
13.5               NE 
13.3             14.6 
12.7             13.9 

11.9  12.6 

11.0  29,6 
def           141,2 

11.1  33,1 
11,3             21,2 

8.3             71.6 

14.2              3,3 
23.7            -0,6 
11.0              9,3 
9.6              5,9 
11.6              6,3 

25.9                8,4 
-11.9               PD 

8.4              15.0 

NM              11.6 

-10.4              86.4 

11,125 

3,637 

1,422 

966 

22,589 

153 

-791 

24 

14 

149 

1.4 
def 
1.7 
1.4 
0.7 

- 

Foodarama  Supermkts 

Dairy  Mart 

Kroger 

Natl  Conenience 

Eagle  Food  Centers 

9.3               8.0 

7.6  8.1 

5.7  NE 
def               def 

NA             14.5 

6.3             64,2 
7.7             66,6 

20.7           243.9 
2.1             ,58.0 

10.9             56.8 

4.6  20.1 
42.2          -10.1 

3.7  7.3 
3.4            -1.3 

-1.9              4.2 

NM            130.2 
NM            110.7 
NM               D-P 
NM              D-D 
NA            -11.9 

652 

552 

20,201 

1,069 

1,145 

3 

2 

21 

-8 

9 

0,4 
0,5 
0,1 
def 
0.7 

- 

Penn  Traffic 
Riser  Foods 
Vons  Cos 

NA               def 
NA             23.5 
NA             18.3 

3.7  95.7 
9.2             69.0 

8.8  76.7 

35.7            40.4 
NA            -2.6 
15.3              3.2 

NA              D-D 
NA               D-P 

NM               DP 

2,896 
1,054 
5,316 

-32 
6 

35 

def 
0.5 
0.7 

Medians 

16.0             13.9 

9.7             45.6 

11.0              6.4 

16.4              11.7 

1,345 

13 

1.2 

- 

Restanrant  chains 

McDonald's 
Bob  Evans  Farms 
Morrison 
Collins  Foods  Intl 
Shoney's 
Carl  Karcher 
Wendy's  Intl 

22.2             21.1 

17.5  13.1 
16.0             12.4 
14.9             11.8 

11.6  NE 
10.5               8.6 

5.2               8.5 

12.1             45.9 
12.6               0.9 

10.5  15.5 
10.4               4.4 

25.6  206.0 

7.7  61.2 

7.8  26.5 

13.1               9.8 

17.1              9.9 

12.4              8.1 

6.3              8.8 

12.6              8,6 

9.8              6,7 

1.0            -4,6 

15.1  13.5 
13.4              -8.5 

15.2  -30.0 
10.1                0.0 
-5.9              63.6 
NM            -67.8 
NM              46.2 

6,555 
469 
917 
594 
912 
520 

1,004 

787 
28 
22 
30 
28 
5 
36 

12,0 
5,9 
2,4 
5,1 
3,1 
1,1 
3,6 

Medians 

14.9             11.8 

10.5             26.5 

12.4              8.6 

10.1                0.0 

912 

28 

3.6 

Industry  medians 

15.2             12.6 

10.4             34.2 

12.9             10.1 

9.7                7.3 

1,078 

24 

1.8 

All-industry  medians 

14.6             12.1 

9.2             32.6 

11.3               6.6 

6.9             -2.6 

1,282 

49 

4.0 

D-D:  Deficit  to  deficit.     DP:  Defic 
b:  Three-year  average.     For  furtht 

t  u>  profit.     P-D:  Profit  t 
'r  explanation,  see  page 

o  deficit,     def  Deficit. 
95. 

NA:  Not  available.      NE:  Negative  equit\'.     N\f  Not  meaningful,     a:  Four-ye 
Sotirces:  Fokiifs:  Value  l.iiic  Data  Base  Serrice  via  I.oliis  CD  li 

jr  a\eragi.'. 
resiDienl 
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RETURN  ON  EQUITY 

The  old 

7J)ar  hptij)f>pn  rni1rnnH<s.     Lb 

10.3 

^and  truckers  may  heat  up  again. 

Truckers  have  declared  a  truce, 
^but  only  with  one  another. 

Suif 

m 

HUM 

1  AIR  EXPRESS  INTERNATIONAL 

m 

^^ 

^^29j9 

2. 

k        M 

iitos. 

0 

\h 

111 

1  JB  HUNT  TRANSPORT  SERVICES 

40.4 

TliJ 

1 

■■  11.3 

istv 

EARNINGS  PER  SHARE 

NOT  MEANINGFUL 

state 
perat 
(into 

1  ALEXANDER  &  BALDWIN 

27.7 

> 

sme 

□ 

J9 

railroads  $1  billion  a  year,  $300  million  more  than  similar 
injuries  cost  other  industries.  The  industry  hopes  the  issue 
will  be  taken  up  by  Congress  in  1991. 

Railroads  are  preparing  for  another  battle  on  Capitol  Hill, 
this  one  against  truckers.  In  1991  the  Highway  Bill  is  due  for 
reauthorization,  and  the  rail  lines  are  worried  that  truckers 
will  succeed  in  having  the  federal  weight  limit  of  trailer 

iiiiii'^ 

INDUSTRY  AVERAM      ■   BB 

* 

Ma 
tad' 

By  Roula  Khalaf 

Railroads  rejoiced  last  year  when  the  Department  of 
Transportation  recommended  the  repeal  of  the  Federal  Em- 
ployers Liability  Act.  This  1908  law  brought  about  a  complex 
tort-based  system  by  which  railroads  compensate  workers 
injured  on  the  job.  The  industry  contends  the  act  costs 

tort- 

T 

Transport 

Company 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Ai 
19 
is 

Return  on 

5-yeat 
average 

% 

equity 

latest 

12 

mos 

% 

Return  on 
capital 
latest 
12  mos 

% 

Debt/ 
capital 

% 

Sales 

latest 
5-year             12 
average          mos 

%                 % 

Earnings  per  share 

latest 
5-year             12 
average          mos 

%                 % 

latest 

12 

mos 

$mil 

latest 

12 

mos 

$mil 

latest 

12 

mos 

% 

CO 

fe 
int 
od 
lar 

Railroads 

Burlmgton  Northern 

Union  Pacific 

Norfolk  Southern 

CSX 

Kansas  City  Southern 

20.4 

11.1 

10.4 

8.3 

1.1 

24.1 
15.5 
11.7 
12.3 
13.9 

9.2 

8.5 

7.2 

6.9 

10.3 

46.3 
37.9 
10.2 
32.4 
31.6 

1.6               1.6 

-4.9             12.1 

5.1              0.3 

NM              3.8 
1.1              2.7 

-13.5              88.5 

NM                7.5 
NM              -1.7 
NM                4.1 
NM              D-P 

4,687 
7,101 
4,601 
8,052 
521 

265 
609 
587 
412 

54 

5.7 
8.6 

12.8 
•      5.1 

10.3 

bo 
Ex 
sti 

Santa  Fe  Pacific 
Consolidated  Rail 
Illinois  Central 

def 

NA 
NA 

def 
3.7 
NA 

0.0 
3.0 

NA 

56.0 
32.2 
63.6 

-16.3            -2.7 

1.0            -4.0 

-10.9a            2.3 

NM              P-D     ^ 
-18.2           -50.1 
NA               NA 

2,950 

3,354 

556 

-254 
90 
63 

def 

2.7 

11.4 

1" 
tio 
19 

Medians 

9.4 

12.3 

7.2 

35.1 

-2.0              2.0 

NM                4.1 

3,978 

178 

7.1 

lia 

Trucking  &  shipping 

Alexander  &.  Baldwin 
JB  Hunt  Transport 
Yellow  Freight  Sys 
Roadway  Services 
Consol  Freightways 

27.9 
25.1 
12.3 
12.1 
9.6 

18.0 
18.2 

5.4 
14.4 

def 

12.4 
10.9 

4.7 

13.1 

def 

27.2 

26.2 

21.1 

0.0 

34.1 

7.9             13.6 
40.4             15.3 

9.7              4.6 
12.3             12.8 
15.7             17.9 

27.7            -48.0 

17.1                3.8 

-11.3            -59.8 

NM                7.3 

9.1               P-D 

704 
553 

2,284 
2,871 
4,112 

109 

32 

25 
104 
-58 

15.4 
5.7 
l.I 
3.6 
def 

hi 

CO 

m 

Wl 

Carolina  Freight 
Amencan  President 
Preston 
Avondale  Industries 

7.1 
6.6 

2.8 
defa 

def 
def 
def 
def 

0.6 
def 
def 
def 

36.2 
39.6 

55.2 
15.4 

7.2              6.6 

20.6  -1.5 

16.7  6.3 
10.3              8.2 

-12.0               P-D 

NM              P-D 
NM              P-D 
NM              P-D 

710 

2,227 

654 

740 

-2 
-70 
-23 
-21 

def 
def 
def 
def 

an 
to 

■10 

Medians 

9.6 

def 

0.6 

27.2 

12.3              8.2 

-12.0              P-D 

740 

-2 

-0.3 

40 

Air  freight 

Air  Express  Intl 
Federal  Express 
Airborne  Freight 
Pittston 

29.9 

10.3 

10.3 

def 

26,4 
8.1 

18.7 
3.1 

20.1 
5.7 

11.9 
3.8 

41.6 
46.2 
22.6 

22.4 

13.9              77 

27.6            27.0 

17.9            25.5 

6.2              7.6 

25.4b            52.1 
10.8           -15.1 
NM            103.1 
NM            -53.9 

552 
7,284 
1,127 
1,765 

11 

128 

34 

13 

2.0 
1.8 
3.1 
0.7 

Tc 
lie 

tn 

Medians 

10.3 

13.4 

8.8 

32.1 

15.9             16.6 

NM              18.5 

1,446 

24 

1.9 

an 

Industry  medians 

10.3 

9.9 

6.3 

32.4 

7.9              6.6 

NM            -31.6 

2,227 

34 

2.7 

CO 

In 

All-industry  medians 

14.6 

12.1 

9.2 

32.6 

11.3              6.6 

6.9              -2.6 

1,282 

49 

4.0 

th 

D  I):  Deficit  to  delkil      1)1'  Detif 
b:  Three-year  avenige,     1  ui  hiitlic 

t  to  protii.     i 

I'  expi.llUlllllll 

D:  Profil  I 
.see  page 

)  deficit.     d( 
95. 

.■f:  Deficit. 

NA:  Not  available       NF.:  Ncgaiive  cquin-,     NM:  Not  iiie.iniiigfui,     a  l-'oiir war  average. 
Sources.  l-'oK/ii\.  Value  Line  Daki  Hose  Service  rici  Lotus  CD  liireslnienl. 

lo 
Ai 

188 

FORBES,  JANUARY  7,  1991 

Dm 

:rucks  raised  beyond  the  current  80,000  pounds.  This  would 
jpen  up  the  nation's  highways  to  double  48-foot  and  triple  28- 
:oot  trailers.  The  railroads  argue  that  allowing  these  behe- 
moths on  the  highways  would  reduce  their  operating  reve- 
nues by  over  40% . 

Surprisingly,  railroad  traffic  held  its  own  in  1990,  with 
strong  coal  shipments — which  account  for  nearly  half  of  total 
tonnage — offsetting  lackluster  results  in  lumber,  steel  and 
autos.  But  if  bigger  trailers  are  allowed  on  the  highways,  life 
will  almost  certainly  get  tougher  for  the  railroads. 

That's  one  reason  the  industry  continued  to  redefine  itself 
last  year.  Santa  Fe  Pacific  completed  the  spinoff  of  its  real 
estate  and  oil  and  gas  units,  csx  sold  off  its  gas  processing 
operations,  and  Union  Pacific  began  liquidating  its  real  estate 
portfolio.  Consolidated  Rail  and  Union  Pacific  repurchased 
some  of  their  shares.  Such  restructurings  have  enabled  com- 
panies to  focus  on  transportation  and  compete  with  truckers 
more  effectively. 

Major  railroads  also  shed  more  unprofitable  lines.  Some 
track  was  abandoned,  while  the  rest  was  sold  to  nonunion 
short-line  railroads.  Entrepreneurs  who  run  such  lines  pre- 


serve service  to  shippers  and  communities  and  thereby  help 
rail  systems  keep  business  that  would  otherwise  go  to  trucks. 

As  for  the  trucking  industry,  leading  truckers  such  as 
Yellow  Freight,  Consolidated  Freightways  and  Roadway 
seem  to  have  called  a  truce  in  the  price  wars  that  plagued  the 
industry  in  1989.  Meanwhile,  yielding  to  pressure  from  medi- 
um to  smaller  less-than-truckload  carriers,  the  Regular  Com- 
mon Carrier  Conference  petitioned  the  Interstate  Commerce 
Commission  to  set  minimum  rate  standards.  If  this  were  to 
happen,  it  would  mark  a  step  back  from  the  deregulation  of 
the  industry  heralded  by  the  1980  Motor  Carrier  Act.  Con- 
solidated Freightways,  Yellow  Freight  and  Roadway  are  said 
to  have  voted  against  the  petition. 

In  ocean  shipping,  American  President  Lines,  which  oper- 
ates container  ships  in  the  Pacific,  is  fighting  a  slowdown  in 
volume  resulting  from  lackluster  demand  for  imports.  Ameri- 
can President's  application  to  operate  between  Hawaii  and 
the  West  Coast  of  the  U.S.  was  denied  by  the  Federal  Mari- 
time Administration,  thereby  safeguarding  Alexander  & 
Baldwin's  near  stranglehold  on  the  market.  The  robust  Ha- 
waii market  allowed  Alexander  &  Baldwin  to  hold  its  own.  ■ 


Hitching  a  ride 


In  the  small-package  ex- 
press delivery  business 
Airborne  Freight  (estimated 
1990  sales,  over  $1  billion) 
is  one  of  the  little  guys.  It 
competes  with  $7  billion 
Federal  Express.  Airbome's 
international  sales  are  also 
only  a  fraction  of  those  of  its 
larger  competitor.  But  Air- 
bome's international  strate- 
gy is  in  the  air  while  Federal 
Express'  isn't. 

While  Federal  Express  is 
still  trying  to  digest  its  ac- 
quisition of  Tiger  Interna- 
tional for  $880  million  in 
1989,  Airborne  is  forging  al- 
liances with  foreign  freight 
firms  and  contracting  with 
common  carriers  to  ship  its 
international  business.  Last 
year  Airborne  jtjined  forces 
with  Japan's  Mitsui  &  Co. 
and  Tonami  Transportation 
to  form  Airborne  Express  Ja- 
pan. The  new  company — 
40%  owned  by  Airborne, 
40%  by  Mitsui  and  20%  by 
Tonami — will  ship  freight  and  express  packages  to  and 
from  Japan  and  to  the  rest  of  the  world. 

Airborne  seems  to  have  negotiated  a  good  deal.  It  con- 
tributed its  existing  Japanese  operations.  Mitsui  and  Ton- 
ami  bought  a  $40  million  Airborne  preferred  stock  issue, 
convertible  into  nearly  9%  of  common.  Mitsui  also  agreed 
to  extend  Airborne  $100  million  in  aircraft  financing  over 
the  next  five  years. 

"The  Japanese  market  is  very  nationalistic,  and  having  a 
local  partner  is  key  to  having  better  penetration,"  explains 
Airborne  Chairman  Robert  Cline,  5^3,  a  25-year  company 


veteran.  "That,  in  a  nut- 
shell, is  our  philosophy  for 
overseas  expansion." 

The  firm's  success  in  the 
U.S.  is  based  on  its  reputa- 
tion for  reliable  service  to 
such  corporate  customers  as 
IBM  and  Xerox,  at  rates  10% 
lower,  on  average,  than  Fed- 
eral Express. 

Domestically,  Airborne 
flics  its  own  planes,  mostly 
cheap  secondhand  passen- 
ger jets  (Forbes,  Jan.  9, 
/9<S'9).  This  presents  a  prob- 
lem: If  the  price  of  aviation 
fuel  doesn't  come  down,  its 
fleet  of  older,  less  efficient 
jets  could  hurt  margins.  Air- 
bome's overseas  shipments 
go  with  other  carriers. 

Airborne  now  serves  90% 
of  the  world's  countries. 
Still,  its  international  busi- 
ness generates  only  20%  of 
its  sales.  Of  the  roughly  $5 
billion  international  ex- 
press delivery  market,  Air- 
borne is  estimated  to  have 
no  more  than  a  1%  share.  Cline  is  banking  on  the  Mitsui 
deal  to  boost  international  operations  in  the  Far  East.  He's 
already  negotiated  a  similar  arrangement  in  Thailand  and 
is  shopping  for  partners  in  Europe.  Japan's  express  market 
alone  is  growing  at  25%  a  year.  Internationally,  this  busi- 
ness is  expected  to  double  in  the  next  five  years. 

What  about  competition  from  other  firmly  entrenched 
outfits  such  as  Brussels-based  dhl  International  and  Aus- 
tralia's TNT  Ltd.?  "It's  a  tough  market,"  Cline  agrees.  "But 
if  we  keep  driving  down  our  costs  and  providing  reliable 
service,  we  think  we  can  be  very  competitive."  — R.K. 
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TRAVEL 


The  travel  industry  made  an 
inauspicioiAS  start  in  the  Nineties. 
Good  times  arent  likely  to 
resume  any  time  soon. 


By  William  Heuslein 


It's  a  textbook  case  of  a  triple  whammy:  rising  jet  fuel 
prices,  weakening  demand  for  air  travel  and  unstable  pricing. 

Each  time  jet  fuel  rises  1  cent  a  gallon,  the  U.S.  airline 
industry  loses  about  $150  million  in  profits.  Fuel  prices 
doubled  after  July  but  have  since  moderated.  Fuel  is  the 
airlines'  single  biggest  expense  after  w^ages  and  benefits. 

The  airlines'  losses  in  the  last  quarter  of  1990  are  expected 
to  total  well  over  $1  billion.  Heavily  indebted  carriers,  such 
as  Pan  Am,  twa  and  Continental,  have  been  shopping  routes. 
Early  in  December  Continental  filed  for  Chapter  1 1  protec- 
tion— for  the  second  time  in  seven  years.  Beleaguered  Donald 


Trump's  privately  owned  East  Coast  shuttle  is  rumored  to  be 
on  the  block,  and  Pan  Am's  shuttle  is  for  sale.  Eastern  has 
been  operating  under  Chapter  11  since  March  1989. 

International  air  routes  are  the  hot  properties  these  days, 
what  with  air  travel  into  and  out  of  the  U.S.  growing  at  more 
than  four  times  the  rate  of  domestic  travel.  Many  of  the  most 
desirable  foreign  routes  are  now  being  shaken  from  the  hands 
of  the  weaker  U.S.  airlines,  such  as  Pan  Am  and  twa,  which 
are  saddled  with  older,  less  efficient  aircraft.  United  has 
offered  $400  million  for  several  choice  Pan  Am  assets,  includ- 
ing coveted  routes  to  London's  Heathrow  airport.  American 
is  bidding  $445  million  for  six  twa  U.S. -London  routes.  Both 
bids  await  government  approval. 


Travel 

Profitability 

Growth 

Sales 

Net 
income 

Profit 
margin 

Return  on  equity 

Sales 

Earnings  per  share 

Return  on 

latest 

capital 

latest 

latest 

latest 

latest 

latest 

5-year             12 

latest 

Debt/ 

5-year 

12 

5-year 

12 

12 

12 

.      12 

average           mos 

12  mos 

capital 

average 

mos 

average 

mos 

mos 

mos 

mos 

Company 

%                 % 

% 

% 

% 

% 

% 

% 

$mil 

$mil 

% 

Airlines 

UAL 

30.8             14.4 

10.1 

42.6 

7.8 

9.8 

NM 

-43.3 

10,601 

225 

2,1 

Delta  Air  Lines 

16.9               3.5 

2.9 

18.7 

13.9 

2.9 

16.3 

-79.8 

8,626 

118 

1,4 

AMR 

13.6               5.6 

4.5 

36.2 

14.1 

10.1 

8.9 

-60.4 

11,303 

214 

1.9 

Alaska  Air  Group 

12.3               8.2 

6.5 

34.6 

22.0 

13.9 

NM 

-37.9 

1,013 

30 

2.9 

Southwest  Airlines 

10.4             10.3 

6.8 

32.3 

11.8 

15.8 

NM 

-20.0 

1,141 

60 

5.2 

USAir  Group 

5.9               def 

def 

41.7 

35.9 

2.6 

NM 

P-D 

6,396 

-335 

def 

Midway  Airlines 

def               def 

def 

61.7 

28.3 

32.1 

NM 

P-D 

622 

-79 

def 

America  West  Airlines 

def               def 

2,0 

86.7 

51.4 

34.6 

NM 

P-D 

1,248 

-18 

def 

Continental  Airlines 

def               NE 

def 

167.7 

45.1 

-5.2 

NM 

D-D 

6,615 

^60 

def 

Pan  Am 

def               NE 

def 

500.0 -(^ 

NM 

11.8 

NM 

D-D 

3,918 

^47 

def 

Medians 

8.2               def 

2.5 

42.2 

18.1 

11.0 

NM 

-79.8 

5,157 

6 

0.0 

Etotels  &  gaming 

Carnival  Cruise  Lines 

42.3             23.4 

14.5 

51.3 

31.1 

25.6 

36.0 

-2.5 

1,321 

208 

15,8 

Circus  Circus 

36.1             44.2 

14.5 

73.5 

15.2 

9.9 

28.3 

3.8 

565 

70 

12,4 

Caesars  World 

25.8             13.6 

9.6 

53.3 

8.0 

-1.9 

33.2 

-43,6 

880 

33 

3,8 

Hilton  Hotels 

16.1              12.6 

8.3 

33.3 

8.8 

6.3 

4.4 

-5.7 

1,015 

112 

11,1 

Aztar 

9.6             26.1 

20.5 

34.5 

-3.3 

-12.3 

53.3 

DP 

483 

88 

18,2 

Bally  Manufacturing 

6.0               def 

1.6 

63.6 

9.7 

4.6 

NM 

P-D 

2,061 

-83 

def 

Promus  Cos 

NA              NA 

NA 

75.9 

3.4 

6.6 

NA 

NA 

992 

NA 

NA 

Medians 

20.9             18.5 

12.1 

53.3 

8.8 

6.3 

30.8 

-4.1 

992 

79 

11.7 

Industry  medians 

11.3               6.9 

5.5 

51.3 

13.9 

9.8 

NM 

-52.0 

1,248 

47 

2.0 

All-industry  medians 

14.6             12.1 

9.2 

32.6 

11.3 

6.6 

6.9 

-2.6 

1,282 

49 

4.0 

D-D:  Deficit  to  deficit.     1)1':  Defic 

t  to  profit.     P-D:  Profit  t 

o  deficit,     def:  Deficit. 

NA:  Not  available.     NE: 

\egati\e  ec|uit\'. 

NM:  Not 

meaningful 

a:  Four  \  ear  average. 

b:  Three-year  average,     i  or  funhe 

r  explanation,  see  page 

95. 

Sources  R 

>un/;s;  Value  /in 

£'  Daui  liiL 

e  SetTice  vu 

I  Lotus  CD  liirestment. 

190 


FORBES,  JANUARY  7,  1991 


worth  rememberini 


...  as  a  major  force  in  energy. 

Working  interests  in  eight  million  net  acres  and  total  reserves 
of  almost  one  billion  barrels  of  oil  equivalent  make  our  energy 
subsidiary,  PanCanadian  Petroleum,  one  of  the  largest  hydrocar- 
bon producers  in  Canada.  PanCanadian  intends  to  build  on  its 
enviable  competitive  position  with  aggressive  exploration, 
development  and  acquisition  programs. 

Our  energy  interests  also  include  Fording  Coal,  one  of  the  world's 
most  efficient  coal  companies.  Fording  has  two  billion  tons  of 
metallurgical  and  thermal  coal  reserves  in  Western  Canada  and 
supplies  coal  to  industries  around  the  world. 

Energy— just  one  of  the  valuable  assets  that  makes  Canadian 
Pacific  Limited  a  name  worth  remembering. 


vices  •  Enerjy 


Ettatt  and  Hoteh  •  letecom^ 


I  Manufacturing 


Canadian  Pacific  Limited 


The  long,  drawn-out  takeover  saga  of  United  Airlines' 
parent,  ual  Corp.,  ended  last  year  with  no  change  in  owner- 
ship and  the  highly  competent  Stephen  Wolf  still  at  the 
controls.  United  subsequently  placed  a  $22  billion  order  with 
Boeing — a  gutsy  move  that  should  leave  ual  with  one  of  the 
U.S.'  most  modern,  efficient  fleets.  The  contest  between 
Wolf's  United  and  Robert  Crandall's  American  for  domina- 
tion of  the  U.S.  airline  industry  will  be  worth  watching. 

Meanwhile,  the  hotel  and  casino  businesses  are  plagued  by 
overcapacity.  The  building  spree  of  the  last  decade  and  the 


soft  economy  have  left  occupancy  rates  stuck  at  around  65%. 
Prime  Motor  Inns,  which  filed  for  Chapter  11  in  September 
1990,  was  one  of  the  most  recent  casualties. 

Donald  Trump  and  his  bondholders  worked  out  a  restruc- 
turing for  Atlantic  City's  gigantic  Taj  Mahal.  Though  Trump 
retains  board  control,  the  bondholders  got  50%  of  the  equity. 
The  newest  hotel  and  gaming  facilities  in  Las  Vegas — Circus 
Circus'  Excalibur  and  Golden  Nugget's  Mirage — are  doing 
well.  But  competition  will  continue  to  intensify  to  attract  the 
high  rollers — whose  wallets  are  thinner  these  days.  ■ 


American's  international  flight  plan 


As  its  weaker  brethren 
■struggle  to  stay  aloft, 
American  Airlines,  the 
principal  subsidiary  of 
AMR  Corp.,  is  capitalizing 
on  their  problems.  De- 
spite the  current  econom- 
ic climate,  American  has 
a  five-year,  $17  billion 
capital  spending  program, 
over  half  of  which  is  ear- 
marked for  international 
operations. 

Foreign  routes  now  con- 
tribute over  20%  of  the 
total  revenues  of  the  Dal- 
las-Fort Worth-based  car- 
rier. By  the  end  of  the 
Nineties,  international 
business  is  expected  to  ac- 
count for  one- third  of 
American's  total  reve- 
nues, according  to  Chair- 
man and  Chief  Executive 
Robert  Crandall. 

On  Dec.  3,  when  Conti- 
nental Airlines  filed  for 
Chapter  1 1  bankruptcy 
protection,  the  besieged  carrier  agreed  to  sell  its  Seattle- 
Tokyo  route  to  AMR  for  $150  million.  Crandall  followed 
that  with  a  $445  million  bid  for  twa's  U.S. -London  routes, 
plus  $70  million  for  twa  gates  and  slots  in  Chicago, 
Orlando  and  Nashville. 

American  is  still  waiting  for  approval  of  its  proposed 
acquisition  in  late  1989  of  twa's  Chicago-London  route. 
Last  year  it  also  bought  Eastern's  extensive  Latin  Ameri- 
can route  system  for  $425  million.  With  this  acquisition, 
the  55-year-old  Crandall  applied  a  lesson  learned  in  1985, 
when  he  failed  to  pursue  Pan  Am's  Pacific  operations. 
That  allowed  United  to  snatch  the  very  profitable  routes. 

Not  all  of  American's  expansion  is  a  result  of  buying 
assets  from  weaker  airlines.  Following  the  1989  aviation 
treaty  with  Japan,  the  Department  of  Transportation 
awarded  the  new  San  Jose-Tokyo  route  to  American,  giv- 


Robert  Crcuickill  of  America)  i  Airlines 


ing  the  airline  much-needed  access  to  Japan  from  the  West 
Coast.  But  the  carrier  was  dealt  a  big  blow  when  a  new 
Chicago-Tokyo  route  went  instead  to  rival  United. 

In  the  first  nine  months  of  1990  amr  earned  $176  mil- 
lion. But  a  disastrous  fourth  quarter  industrywide  is  likely 
to  turn  1990  into  a  loss  for  amr.  The  prospects  for  a 
rebound?  "The  airline  industry  hasn't  recovered  in  20 
years,"  says  Crandall.  "If  you  look  at  the  industry's  profit 
record,  it's  never  been  healthy.  At  the  moment  we  have  a 
greater  crisis  than  usual.  I  expect  1991  to  be  a  very  unsatis- 
factory year  for  the  industry." 

Crandall  emphasizes  that  financially  unstable  carriers 
that  price  fares  below  costs  are  undermining  the  entire 
industry.  "You're  going  to  see  a  material  restructuring," 
he  warns.  As  this  correction  proceeds,  American  will  be 
there  picking  over  the  best  assets  of  the  casualties. — W.H. 
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Rod  Day,  J&H  Senior  Vice  President  & 
Director,  on  insurance  and  risk 
management  sen  ice: 

Our  philosophy  is  diis:  a  client  of  any 
J&H  ofifice  is  a  client  of  every  J&H  office. 

We  want  our  clients  to  be  able  to  tap 
specific  expertise  anywhere  in  the  J&H 
global  network  at  any  time  through  their 
servicing  ofifice. 

Easy  enough  to  say,  but  how  do  you  get  a 
service  philosophy  like  this  to  actually 
work? 

We  do  it  by  managing  the  entire  J&H 
organization  as  if  it  were  a  single  profit 
center. 


"Before  you  can  deliver 
great  client  service, 
you  need  a  great  client 
service  philosophy" 


So  our  ofifices  are  motivated  to  seek  and 
exchange  expertise  witli  each  other. 

Is  our  philosophy  delivering? 

You'll  have  to  ask  our  clients. 

But  we  can  tell  you  they  include  two- 
thirds  of  the  top  100  U.S.  multinationals,  an 
array  of  leading  foreign  multinationals,  and 
a  growing  list  of  mid-sized  businesses. 

Philosophically  speaking,  I'd  say  we're 
on  the  right  track. 


JOHNSON 
JSlOIGGINS 

Innovation  Driven  by  Experience. 


RISKAND  INSURANCE  MANAGEMENTSERVICES;  EMPLOYEE  BENEFITCONSULTINIG  WORLDWIDE 


WHO'S  WHERE  IN 


GROWTH 

Americas  largest  corporations 
show  about  the  same  long-term 
earnings  growth  as  they  did 
last  year,  hut  over  the  last  12 
months  earnings  fell  2%. 


By  Robert  C.  Balancia 


T|he  steady  earnings  growth  that  characterized 
most  of  the  1980s  finally  came  to  a  halt  last  year. 
Latest  12-month  profits  per  share  are  down  2%  for  the 
median  company  in  this  survey.  The  Institutional  Brokers 
Estimate  System,  a  service  of  New  York  brokerage  firm 
Lynch,  Jones  &  Ryan,  projects  that  1990  earnings  for  the 
s&p  500  will  be  up  only  2%  from  1989. 

Sales  growth  figures  reflect  the  economic  slowdown. 
Over  the  past  five  years  the  median  company  in  our  survey 
had  an  11%  average  annual  sales  increase.  But  during  the 
most  recent  12-month  period  sales  grew  at  less  than  7%. 

Retailers  are  noticeably  absent  from  the  top  of  the  list 
this  year,  reflecting  the  weakening  economy.  Last  year  our 
survey  listed  four  retailers  among  the  top  ten  companies  in 
earnings-per-share  growth  (the  table  in  our  previous  issue 
was  ranked  on  ten-year  rather  than  five-year  rates).  This 


year  Costco  Wholesale,  in  sixth  place,  is  the  only  retailer 
to  make  the  top  ten.  Two  other  retailers  previously  in  the 
top  ten — Limited  and  Circuit  City  Stores — dropped  down 
over  100  notches  in  ranking. 

New  to  our  survey  are  two  computer  firms — Intelligent 
Electronics  and  Silicon  Graphics — both  ranked  within  the 
top  ten  growth  companies.  Note  that  all  but  one  of  the  top 
ten  companies  have  only  a  three-year  rather  than  a  five- 
year  earnings  growth  rate.  Few  companies  can  sustain 
abnormally  high  growth  rates  over  an  extended  period. 

What's  this  year's  outlook?  Despite  recession  fears.  Wall 
Street  actually  expects  earnings  to  be  higher.  The  Institu- 
tional Brokers  Estimate  System  forecast  for  the  S&.P  500  is 
for  a  surprising  14%  increase  in  profits  in  1991.  But  keep 
two  things  in  mind.  First:  1990  wasn't  a  great  year,  so  the 
estimates  are  being  compared  with  a  relatively  weak  base. 
Second:  Analysts  are  often  more  optimistic  at  the  start  of  a 
year  than  at  the  end.  In  other  words,  stay  tuned,  ■ 
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rank 


— Sales— 
5-year 
average 

/o 


latest 
12  mos 

/o 


Cyprus  Minerals 
BF  Goodrich 
Intelligent  Electron 
Valmont  Industries 
Inland  Steel  Inds 


147.8b 
142.0b 
122.2b 
102.0b 
101.5b 


-54.6 
-19.4 
115.6 
-6.2 
-85.9 


179 
1028 
NR 
129 
762 


22.8 
-7.6 
NM 
27.1 
6.2 


3.4 

-1.3 

189.7 

11.9 

-7.4 


Reynolds  Metals 

Sun  Microsystems 

Alcoa 

facobs  Engineering 

Alcan  Aluminium 


21 

22 
23 
24 

25 


70.6b 

67.2 

66.2b 

66.1a 

64.8b 


-26.3 
145.6 
-38.8 
34.7 
^8.8 


456 

6 

563 

70 

522 


12.5 
102.8 
10.5 
39.4 
11.3 


-1.4 
36.0 
-1.5 
11.1 
-4.1 


Costco  Wholesale 
Silicon  Graphics 
Conseco 

Sotheby's  Holdings 
MagneTek 


6 

7 

8 

9 

10 


97.2b 

94.6b 

92.5 

88.9b 

85.9b 


44.3 

104.4 

^0.5 

53.4 

43.1 


22 

8 

NR 

96 

45 


67.5 
88.0 
NM 
31.2 
47.3 


37.8 
46.8 
20.0 
19.7 
11.4 


Terex 

Lafarge 

Mark  IV  Industries 

Novell 

Alberto-Culver 


26  64.2 

27  63.7a 

28  62.5 

29  61.9 

30  61.1 


9.3 

-38.2 

175.5 

81.3 

15.6 


1 

546 

17 

9 

310 


150.3 
10.9 

74.2 
87.7 
16.2 


84.9 
11.6 
-10.2 
18.1 
10.9 


Delta  Woodside  Inds  11  85.5a  -84.3 

Fairchild  12  82.4  -15.1 

Federal  Nad  Mortgage  13  81.4b  45.8 

Everex  Systems  14  81.3a  13.2 

Compaq  Computer  15  79.6  11.1 


34 

77 

857 

3 

35 


56.8 

36.2 

3.8 

110.4a 

56.8 


-9.6 
33.6 
11.1 
15.7 
22.9 


Quantum  Chemical 
Ptimetica 
WTD  Industries 
Drug  Emporium 
Lukens 


31 
32 
33 
34 
35 


61.0 

60.2b 

59.8 

59.8b 

59.5b 


-91.3 
-6.0 
P-D 

-8.7 
29.8 


605 

171 

23 

62 

565 


9.6 
23.8 
64.4 
42.7 
10.5 


-11.7 

40.1 

-8.6 

22.3 

5.6 


Danaher  15  79.6  37.3 

First  Capital  Holding  17  76.9  -47.2 

Georgia  Gulf  18  74.6a  -45.6 

American  Cap  &  Res  19  73.8  12.5 

3Com  20  71.0  -13.4 


43 

NR 

354 

15 

16 


48.2 
NM 
14.7 
76.7 
75.4 


3.8 

13.7 

-17.3 

29.3 

11.0 


International  Paper 
Crystal  Brands 
Birmingham  Steel 
Stone  Container 
Pope  &  Talbot 


36 
37 
38 
39 
40 


59.0 

58.2a 

57.7b 

57.3 

56.9a 


-11.7 
-20,3 
-59.6 
-54.4 
-21.7 


188 

619 

56 

75 
337 


22.1 
9.4 
44.3b 
37.2 
15.3 


16.0 
10.4 
-1.1 
18.5 

-5.2 


DO;  Deficit  to  deficit, 
average. 


1)1':  Deficit  to  pfofit,     l>-D:  Profit  to  deficit.      NA:  Not  available.      NM;  Not  meaningful.     NR:  Not  ranked,      a:  l-'ouryear  average,     b:  Three-year 
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Par 

• 

share — 
latest 

Sales 

^3fntnoG  nor 

sh3F6^~~ 

c...„                        1 

— t.ariiiiigo  pvi 
5-year 

5-year 

latest 

5-year 

latest 

5-year 

latest 

average 

12  mos 

average 

12  mos 

average 

12  mos 

average 

12  mos 

Company 

rank 

% 

% 

rank 

% 

% 

Company 

tank 

% 

% 

rank 

% 

% 

Microsoft 

41 

56.7 

60.9 

36 

55.4 

52.8 

Progressive 

103 

35.4 

-14,5 

74 

38.2 

-0.3 

Reader's  Digest  Assn 

42 

55.8 

20.2 

660 

8.5 

12.8 

Baxter  International 

104 

35.4 

P-D 

84 

34.6 

8,6 

Apple  Computer 

43 

55.0 

6.8 

116 

28.7 

5.2 

Longview  Fibre 

105 

35.3 

-19,1 

624 

9.2 

-1,8 

Medco  Containment 

44 

54.1a 

-44.1 

12 

82.6 

34.8 

DSC  Communications 

106 

35.0b 

52.0 

770 

5.9 

24.2 

Home  Depot 

45 

53.9 

45.4 

57 

44.0 

37.0 

First  Chicago     ' 

107 

34.9 

-19.1 

852 

4.0 

6.1 

CBI  Industries 

46 

53.4b 

133.7 

614 

9.4 

6.3 

General  Cinema 

108 

34.7 

-93.5 

218 

19.9 

5.0 

Aztar 

47 

53.3 

DP 

982 

-3,3 

-12.3 

Aetna  Life  &  Cas 

109 

34.5 

-14.1 

811 

5,1b 

4,4 

Stride  Rite 

48 

53.2 

28.3 

579 

10.1 

11.5 

Champion  Intl 

110 

34.2a 

-37.3 

NR 

NM 

-2,0 

NL  Industries 

49 

52.5 

^13.5 

278 

17.5 

-7.8 

Atden  Group 

111 

34.2 

7.3 

996 

^.9 

-2.6 

Wellman 

50 

52.0b 

20.6 

90 

32.6b 

123.1 

Potlatch 

112 

34.2 

0.7 

844 

4.3 

6,7 

Smithfield  Foods 

51 

51.5 

197.1 

647 

8.7 

24.9 

American  Intl  Group 

113 

34.0 

4.3 

124 

27.9 

9.7 

General  Re 

52 

51.2 

4.3 

654 

8.6 

8.1 

Morgan  Stanley 

114 

33.7a 

-10.9 

88 

33.4 

10.9 

rwp 

53 

51.2 

25.1 

11 

83.2 

74.2 

Ryland  Group 

115 

33.6 

-5.1 

143 

26.1 

2.1 

Federal  Paper  Board 

54 

51.2 

-27.6 

360 

14.5 

7.3 

Marsh  &  McLennan  Cos  116 

33.6 

3.5 

276 

17.5 

11.2 

Harley-Davidson 

55 

50.1 

39.6 

121 

28.2 

11.3 

CalMat 

117 

33.4 

92:7 

345 

15.0 

-27.7 

Computer  Associates 

56 

49.4 

8.3 

53 

45.0 

5.8 

Holly  Corp 

118 

33.4 

-27.7 

NR 

NM 

15.2 

Georgia-Pacific 

57 

49.2 

-22.4 

586 

9.9 

17.0 

Colgate-Palmolive 

119 

33.4 

-10.7 

NR 

NM 

10.7 

Applied  Power 

58 

49.0 

-2.0 

224 

19.7 

80.9 

Ferro 

120 

33.4 

-32.8 

480 

12.0 

3.6 

Texas  Instruments 

59 

48.8b 

-94.1 

840 

4.4 

0.7 

Wal-Mart  Stores 

121 

33.3 

27.6 

91 

32.5 

25.0 

Imperial  Holly 

60 

48.8 

-33.0 

156 

25.3 

4.6 

Caesars  World 

122 

33.2 

-43.6 

683 

8.0 

-1.9 

1     Harman  International 

61 

48.5 

-27.1 

106 

29.7 

7.6 

Circuit  City  Stores 

123 

33.0 

13.5 

89 

32.9 

20.7 

American  Home  Prods 

62 

48.3 

13.8 

779 

5.8 

2.4 

Lennar 

124 

33.0 

-32.1 

195 

21.7 

-8.1 

Hanover  Insurance 

63 

47.7 

-50.4 

244 

18.6 

6.7 

Norwest 

125 

31.8 

8.7 

NR 

NM 

19.7 

1     Amdahl 

64 

47.5 

-6.9 

164 

24.3 

5.9 

National  Health  Labs 

126 

31.5 

31.7 

166 

24.2 

29.3 

Atlantic  Richfield 

65 

47.5b 

-17.5 

1024 

-7.4 

3.0 

FHP  International 

127 

31.2 

6.9 

66 

41.2 

40.6 

Louisiana-Pacific 

66 

47.3 

-12.3 

322 

15.8 

-0.9 

CRSS 

128 

30.9 

-10.7 

353 

14.7 

-18.5 

NIKE 

67 

47.2 

42.3 

541 

10.9 

36.8 

Great  Lakes  Chemical 

129 

30.9 

13.5 

160 

25.0 

41.7 

First  Financial  Mgmt 

68 

46.9 

19.1 

7 

94.9 

73.6 

Lands'  End 

130 

30.7a 

^2.3 

144 

26.0 

8.2 

Caterpillar 

69 

46.8a 

-44.7 

466 

12.3 

3.8 

Ohio  Casualty 

131 

30.6 

-39.7 

618 

9.4 

4.4 

Valhi 

70 

46.6 

^3.8 

39 

52.4 

-19.3 

Interface 

132 

30.6 

12.0 

61 

43.4 

4.9 

Gap 

71 

44.8 

27.8 

163 

24.4 

26.6 

Food  Lion 

133 

30,5 

27.5 

139 

26.3 

19.7 

20th  Century  Inds 

72 

44.8 

-2.8 

122 

28.1 

11.9 

Illinois  Tool  Works 

134 

30.5 

11.9 

82 

35.3 

15.4 

TBC 

73 

44.4 

12.5 

799 

5.4 

4.4 

Merck 

135 

29.5 

20.2 

355 

14.7 

16.0 

GenCorp 

74 

43.7 

-88.5 

1041 

-10.2 

-7.0 

Precision  Castparts 

136 

29.4 

0.0 

127 

27.3 

10.8 

Albany  International 

75 

43.1 

-53.4 

378 

14.2 

8.6 

PepsiCo 

137 

29.4 

12.8 

333 

15.6 

17.2 

Merisel 

76 

42.6b 

-63.6 

94 

31.7 

76.0 

Digital  Equipment 

138 

29.0 

P-D 

246 

18.6 

-0.2 

Dow  Chemical 

77 

42.2 

-42.6 

569 

10.4 

7.1 

Willamette  Inds 

139 

28.4 

-5.8 

526 

11.2 

3,2 

Walt  Disney 

78 

41.8 

17.6 

197 

21.6 

27.2 

Circus  Circus 

140 

28.3 

3.8 

342 

15.2 

9.9 

Zenith  National  Ins 

79 

41.4 

-29.9 

145 

26.0 

6.5 

Newell  Co 

141 

28.1 

29.8 

87 

33.7 

-1.7 

Michigan  National 

80 

41.2 

-60.3 

667 

8.3 

-30.7 

Butler  Manufacturing 

142 

28.1 

^8.1 

724 

7.0 

-7.1 

Paramount  Commun 

81 

41.1 

266.6 

NR 

NM 

-6.4 

AAR  Corp 

143 

28.1 

-1.2 

268 

17.7 

6,4 

Waxman  Inds     , 

82 

40.4 

-25.0 

78 

36.1 

44.0 

Liz  Claiborne 

144 

28.0 

27,5 

112 

29.1 

23.5 

Seaway  Food  Town 

83 

40.0 

-23.4 

918 

1.9 

6.6 

Student  Loan 

145 

27.9 

16,3 

194 

21.7 

13.5 

GlenFed 

84 

39.8 

5.2 

428 

13.2 

-4.9 

Chiquita  Brands  Intl 

146 

27.9 

6.7 

863 

3.6 

12.6 

WR  Berkley 

85 

39.7a 

-22.2 

111 

29.1 

2.3 

Alexander  &  Baldwin 

147 

27.7 

-48,0 

686 

7.9 

13.6 

Boise  Cascade 

86 

39.4 

-56.7 

897 

2.7 

-1.6 

Becton  Dickinson 

148 

27.7 

-13,5 

520 

11.4 

11.1 

Eastern  Enterprises 

87 

39.4b 

9.5 

1050 

-12.9 

18.3 

Price  Co 

149 

27.7 

7,4 

92 

32.4 

7.9 

Polaroid 

88 

39.3 

72.4 

606 

9.5 

0.7 

Wells  Fargo 

150 

27.6 

27,7 

505 

11.5 

4.7 

Castle  &  Cooke 

89 

39.0a 

40.9 

559 

10.6 

16.2 

Kaufman  &  Broad  Home  151 

27.6a 

-7,3 

73 

38.3 

51.6 

Texaco 

90 

38.8 

-49.9 

1029 

-7.6 

5.0 

Archer  Daniels 

152 

27.6 

4,2 

553 

10.7 

2.2 

GATX 

91 

38.4b 

3.1 

992 

-4.2 

27.0 

Helene  Curtis  Inds 

153 

27.3 

-50.3 

306 

16.4 

10.6 

Hartford  Steam  Boiler 

92 

38.2 

1.6 

442 

12.8 

15.2 

Waste  Management 

154 

27.3 

20,9 

118 

28.5 

27.8 

Northern  Trust 

93 

38.2 

-10.0 

570 

10.4 

7.3 

CNA  Financial 

155 

27.2 

-49,7 

226 

19.7 

7.5 

St  Paul  Cos 

94 

38.2a 

22.8 

580 

10.0 

2,7 

Ingersoll-Rand 

156 

26.9 

6,6 

771 

5.9 

8.7 

Inacomp  Computer 

95 

37.4 

9.2 

76 

36.2 

42.3 

Olsten 

157 

26.8 

-16,1 

180 

22.7 

4.6 

FMC 

96 

37.1 

0.0 

NR 

NM 

2.6 

Reebok  International 

158 

26.8 

16,3 

38 

52.6 

15.4 

Spiegel 

97 

37.1 

10.8 

258 

18.1 

19.4 

Limited 

159 

26.5 

20,1 

154 

25.4 

15.2 

Chubb 

98 

36.2 

16.7 

331 

15.6 

1.3 

Blount 

160 

26.3 

-81,8 

NR 

NM 

-25.0 

Carnival  Cruise  Lines 

99 

36.0 

-2.5 

98 

31.1 

25,6 

Philip  Morris  Cos 

161 

26.0 

45,1 

105 

29.7 

16.4 

Kemper 

100 

35.8 

-94.6 

455 

12.5 

6.5 

Great  A&P  Tea 

162 

25,9 

8,4 

377 

14.2 

3.3 

General  Motors  EDS 

101 

35.8 

16.4 

93 

32.3 

9,7 

Stanhome 

163 

25.9 

14.9 

476 

12.0 

22.3 

Tyson  Foods 

102 

35.6 

16.8 

157 

25.2 

50.7 

General  Mills 

164 

25.7 

27.4 

741 

6.6 

1S.6 

D-D:  Deficit  to  deficit 

DP:  Deficit  to  profit      P-D:  I 

Yofit  to  deficit-      NA 

.Not  avaiia 

hie,      NM:  Not  nieaningfuL 

NR:  Not  rantced 

a:  Four 

year  avei 

age.     b.  Th 

ee-\car 

average. 
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WHO'S  WHERE  IN  GROWTH 


e™l„. 

F-i 

share — 
latest 

5-year 

latest 

5-year 

latest 

5-year 

5-year 

latest 

average 

12  mos 

average 

12  mos 

average 

12  mos 

average 

12  mos 

Company 

rank 

% 

% 

rank 

% 

% 

Company 

rank 

% 

% 

rank 

% 

% 

Adia  Services 

165 

25.7 

-15.3 

113 

29,0 

13.2 

Medtronic 

227 

20.9 

11.4 

375 

14.3 

19.9 

Commercial  Metals 

166 

25.6 

-7.7 

NR 

NM 

-13.2 

Pulitzer  Publishing 

228 

20.9 

20.6 

525 

11.2 

2.3 

Air  Express  Intl 

167 

25.4b 

52.1 

389 

13.9 

7.7 

Marion  Merrell  Dow 

229 

20.7 

88.8 

104 

30.2 

103.8 

Washington  Post 

168 

25.4 

4.5 

677 

8.C 

1.2 

Federal  Signal 

230 

20.7 

33.5 

578 

10.1 

7.4 

ITT 

169 

25.3 

43.5 

NR 

NM 

0.4 

Albertson's 

231 

20.7 

17.4 

602 

9.6 

9.1 

Chesapeake 

170 

25.3 

-52.0 

271 

17.6 

8.2 

Loctite 

232 

20.6 

12.3 

316 

15.9 

14.8 

Toys  'R'  Us 

171 

25.2 

19.1 

169 

24.0 

21.6 

Sonoco  Products 

233 

20.5 

-53.4 

232 

19.2 

-0.6 

NCH 

172 

25.2 

13.7 

464 

12.3 

10.3 

Getty  Petroleum 

234 

20.5a 

-51.4 

99 

31.0 

8.4 

Whitman 

173 

25.1 

P-D 

344 

15.0 

-28.4 

JC  Penney 

235 

20.4 

-11.7 

868 

3.5 

4.4 

Wm  Wrigley  Fr 

174 

25.1 

7.9 

511 

11.5 

12.2 

Ralston  Purina 

236 

20.2 

0.3 

837 

4.4 

6.7 

Coming 

175 

25.0 

17.9 

706 

7.4 

17.2 

Willcox  &  Gibbs 

237 

20.1 

-23.5 

207 

20.8 

9.1 

A  Schulman 

176 

24.9 

17.0 

287 

17.0 

8.7 

Schering-Plough 

238 

20.1 

19.6 

471 

12.2 

5.7 

MNC  Financial 

177 

24.4 

P-D 

308 

16.3 

33.8 

Motorola 

239 

20.1 

5.8 

452 

12.6 

15.5 

Scott  Paper 

178 

24.4 

-24.4 

419 

13.3 

3.0 

Masco  Industries 

240 

20.1 

P-Z 

100 

30.9 

-7.4 

Springs  Industries 

179 

24.3 

-97.4 

298 

16.6 

-1.4 

Giant  Food 

241 

20.1 

8.0 

631 

9.0 

6.9 

CDI 

180 

24.3 

-32.4 

238 

18.9 

9.0 

First  Security 

242 

19.9 

9.1 

NR 

NM 

13.2 

Mercury  General 

181 

24.2 

220.5 

64 

42.1 

4.9 

Gitano  Group 

243 

19.6 

12.0 

128 

27.2 

42.9 

Alexander's 

182 

24.2 

PD 

956 

-1.5 

-0.6 

Manville 

244 

19.5b 

27.3 

856 

3.8 

3.7 

Monsanto 

183 

24.1b 

-0.7 

767 

6.0 

2.9 

Automatic  Data 

245 

19.5 

13.9 

396 

13.8 

2.4 

Nordstrom 

184 

23.8 

-22.5 

192 

21.8 

10.5 

Capital  Holding 

246 

19.5 

-30.3 

341 

15.3 

3.9 

AIco  Standard 

185 

23.8 

-35.0 

909 

2.3 

4.4 

New  York  Times 

247 

19.4 

-89.5 

710 

7.4 

4.9 

Toro 

186 

23.8 

-26.2 

229 

19.3 

16.7 

Cardinal  Distribution 

248 

19.3 

6.6 

227 

19.6 

24.3 

Ethyl 

187 

23.7 

9.1 

521 

11.3 

4.9 

Carter-Wallace 

249 

19.3 

6.9 

609 

9.5 

11.4 

Sigma-Aldrich 

188 

23.7 

12.7 

217 

19.9 

23.1 

McCormick  &  Co 

250 

19.3 

-48.7 

589 

9.9 

4.2 

Freeport-McMoRan 

189 

23.6 

122.9 

208 

20.6 

-18.2 

Hillenbrand  Inds 

251 

19.2 

6.7 

219 

19.9 

18.3 

Figgie  Intl 

190 

23.6 

-7.1 

432 

13.1 

0.2 

Casey's  General  Store 

252 

18.9 

37.7 

444 

12.7 

13.8 

Syntex 

191 

23.6 

16.1 

641 

8.8 

14.0 

Bandag 

253 

18.8 

5.7 

504 

11.5 

10.1 

Capital  Cities/ABC 

192 

23.4 

15.6 

52 

45.0 

12.2 

Fay's 

254 

18.8 

-8.9 

661 

8.5 

14.5 

Universal  Foods 

193 

23.4 

21.9 

379 

14.2 

0.2 

Weyerhaeuser 

255 

18.7 

-68.7 

549 

10.8 

-10.3 

Temple-Inland 

194 

23.4 

8.6 

386 

14.0 

9.3 

Apogee  Enterprises 

256 

18.7 

14.4 

202 

21.1 

16.3 

Pilgrim's  Pride 

195 

23.3 

-17.2 

269 

17.6 

10.4 

Brown-Forman 

257 

18.7 

-42.2 

860 

3.7 

5.3 

Mead 

196 

23.3 

-29.3 

420 

13.3 

3.0 

Abbott  Laboratories 

258 

18.6 

15.7 

469 

12.3 

12.9 

Thermo  Electron 

197 

23.2 

22.5 

212 

20.6 

14.2 

UST  Inc 

259 

18.5 

17.0 

649 

8.6 

12.3 

Loews 

198 

23.1 

-8.9 

293 

16.8 

8.5 

American  Tel  &  Tel 

260 

18.5 

DP 

935 

1.2 

1.1 

Olin 

199 

22.9b 

-6.7 

791 

5.7 

0.8 

Russell 

261 

18.5 

13.4 

416 

13.4 

13.8 

Bemis 

200 

22.8 

13.5 

692 

7.7 

1.5 

Union  Bank 

262 

18.5 

5.3 

203 

21.1 

6.6 

Tyco  Laboratories 

201 

22.8 

25.4 

131 

27.1 

13.7 

Rubbermaid 

263 

18.4 

17.2 

223 

19.7 

'      4.3 

CPC  International 

202 

22.7 

13.9 

873 

3.4 

11.6 

PHM 

264 

18.3 

-45.1 

NR 

NM 

-11.1 

Kelly  Services 

203 

22.7 

3.9 

427 

13.2 

8.3 

Dillard  Dept  Stores 

265 

18.2 

27.6 

247 

18.5 

22.9 

CBS 

204 

22.7 

16.2 

1047 

-12.1 

11.8 

Dow  Jones 

266 

18.2 

-61.3 

437 

12.9 

3.3 

Safeco 

205 

22.5 

-11.2 

687 

7.9 

13.4 

Geo  A  Hormel 

267 

18.2 

10.4 

507 

11.5 

14.6 

Vishay  Intertech 

206 

22.4 

22.3 

37 

54.1 

6.9 

Jostens 

268 

18.1 

8.6 

714 

7.3 

10.5 

Centel 

207 

22.3 

19.4 

986 

-3.5 

23.0 

Safety-Kleen 

269 

18.1 

9.6 

193 

21.8 

20.5 

Browning-Ferris  Inds 

208 

22.2 

P-D 

204 

21.0 

16.3 

Lotus  Development 

270 

18.1 

73.5 

115 

28.8 

25.0 

Kennametal 

209 

22.2 

6.1 

694 

7.6 

22.0 

CR  Bard 

271 

18.0 

-40.2 

363 

14.5 

-0.2 

Tandem  Computers 

210 

22.2 

-3.4 

142 

26.2 

14.3 

Ecolab 

272 

18.0 

-56.7 

175 

23.4 

7.4 

Coca-Cola 

211 

22.1 

59.5 

540 

11.0 

13.6 

Cooper  Industries 

273 

18.0 

11.0 

274 

17.6 

23.2 

TJX  Cos 

212 

22.0 

-8.8 

249 

18.4 

10.3 

Bearings 

274 

18.0 

^9.6 

788 

5.7 

8.9 

General  Public  Utils 

213 

22.0 

8.3 

948 

0.7 

3.4 

Woolworth 

275 

17.9 

15.6 

613 

9.4 

11.1 

Crane 

214 

22.0 

43.8 

338 

15.3 

0.0 

Computer  Sciences 

276 

17.9 

18.8 

330 

15.6 

13.7 

Smith's  Food  &  Drug 

215 

21.9 

16.2 

178 

23.0 

19.9 

Bancorp  Hawaii 

277 

17.9 

15.5 

509 

11.5 

24.6 

Hannaford  Bros 

216 

21.8 

11.8 

305 

16.4 

12.9 

Gillette 

278 

17.9 

10.6 

496 

11.7 

11.3 

Paccar 

217 

21.7 

-16.2 

440 

12.9 

-17.9 

Vulcan  Materials 

279 

17.9 

-7.5 

920 

1.9 

0.6 

Johnson  &  Johnson 

218 

21.6 

4.5 

567 

10.4 

16.0 

Western  Publishing 

280 

17.8 

-13.8 

350 

14.8 

-0.5 

Union  Camp 

219 

21.6 

-24.2 

657 

8.5 

1.1 

Marsh  Supermarkets 

281 

17.8 

20.8 

684 

8.0 

13.0 

Avery  Dennison 

220 

21.6a 

NA 

486 

11.9a 

NA 

Edison  Bros  Stores 

282 

17.7 

31.4 

780 

5.8 

16.2 

Cooper  Tire 

221 

21.5 

19.7 

572 

10.3 

4.4 

UGI 

283 

17.7b 

-29.2 

1048 

-12.6 

9.3 

Westinghouse 

222 

21.3 

14.3 

867 

3.5 

0.2 

Anheuser-Busch  Cos 

284 

17.7 

9.0 

681 

8.0 

10.8 

ConAgra 

223 

21.3 

12.1 

137 

26.5 

27.0 

Lincoln  Electric 

285 

17.7 

-13.7 

376 

14.3 

12.7 

Raytheon 

224 

21.1 

6.9 

679 

8.0 

3.4 

Valspar 

286 

17.6 

18.3 

286 

17.0 

13.6 

Wyle  Laboratories 

225 

20.9b 

98.4 

730 

6.9 

8.7 

Fieldcrest  Cannon 

287 

17.S 

P-D 

186 

22.4 

-5.3 

Firstar 

226 

20.9 

12.8 

622 

9.3 

7.2 

Tribune 

288 

17.5 

-15.4 

749 

6.5 

3.5 

D-D:  Deficit  to  deficit 

DP:  Deficit  to  pn 

)fit.      P-D:  P 

rofit  to  di 

'licit,       NA 
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"lie,      NM:  Not  nieaniiigf'ul. 
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a:  l-OLU- 
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Cray  Research 

289 

17.5 

13.6 

132 

27.0 

12.0 

JM  Smucker 

351 

14.4 

6,1 

531 

11.1 

10,8 

Ingles  Markets 

290 

17.5 

-16.3 

390 

13.9 

16.4 

Knight-Ridder 

352 

14.4 

-24,7 

750 

6.4 

4,0 

Kimberly-Clark 

291 

17.4 

6.1 

591 

9.8 

9,9 

Commerce  Bcshs 

353 

14.4 

1,5 

916 

2.1 

7.4 

Lancaster  Colony 

292 

17.3 

-28.3 

900 

2.6 

1.4 

AM  Castle  &  Co 

354 

14.4 

-38,1 

527 

11.2 

-7.3 

Schultz  Sav-O  Stores 

293 

17.3 

-21.3 

836 

4.5 

4,6 

NBD  Bancorp 

355 

14.3 

5.1 

422 

13.2 

7.4 

Torchmark 

294 

17.1 

19.3 

711 

7.4 

5,3 

Hershey  Foods 

356 

14.3 

37.0 

827 

4.7 

9.2 

JB  Hunt  Transport 

295 

17.1 

3.8 

67 

40.4 

15,3 

Univar 

357 

14.2 

11.4 

161 

24.8 

2.3 

Handleman 

296 

17.1 

-21.4 

358 

14.6 

10,4 

Seaboard 

358 

14.1 

-3.5 

312 

16.0 

t5.8 

Crown  Cork  &  Seal 

297 

17.0 

4.8 

727 

6.9 

43.3 

Warner-Lambert 

359 

14.1b 

19.8 

758 

6.3 

8.1 

Marshall  Industries 

298 

17.0 

7.9 

295 

16.7 

6.3 

Leslie  Fay  Cos 

360 

14.1a 

2.0 

470 

12.2 

6.4 

Kellogg 

299 

16.9 

-2.1 

443 

12.8 

5.4 

Columbia  Gas  System 

361 

14,0b 

-8.6 

1027 

-7.6 

4.3 

Constat  IntI 

300 

16.8 

-35.8 

NR 

NM 

-8.6 

Outboard  Marine 

362 

14,0 

P-D 

413 

13.4 

-21.8 

Shaw  Industries 

301 

16.7 

19.9 

198 

21.5 

28.2 

NCNB 

363 

14,0 

12.3 

155 

25.3 

25.0 

Armstrong  World  Inds 

302 

16.7 

16.0 

478 

12.0 

-2.1 

PSI  Resources 

364 

13,9 

14.1 

893 

2.8 

-3.1 

Cincinnati  Bell 

303 

166 

0.0 

323 

15.8 

10,2 

WW  Grainger 

365 

13.7 

10.9 

548 

10.8 

13.9 

AMP 

304 

16.6 

-1.8 

506 

11.5 

4,7 

Millipore 

366 

13.7 

3.2 

317 

15.9 

4.1 

PPG  Industries 

305 

16.5 

5.0 

723 

7.0 

3,6 

Gerber  Products 

367 

13.7 

12.0 

854 

3.9 

6.0 

Nacco  Industries 

306 

16.5 

14.7 

403 

13.7 

45,2 

Bear  Stearns  Cos 

368 

13.7a 

-31.2 

162 

24.6 

-4.0 

Sara  Lee 

307 

16.5 

8.6 

568 

10.4 

1,8 

Pall 

369 

13.6 

13.9 

332 

15.6 

13,6 

Bruno's 

308 

16.4 

24.2 

150 

25.6 

11,5 

Comerica 

370 

13.5 

62.8 

886 

3.1 

6.5 

!     Skyline 

309 

16.4 

-38.7 

NR 

NM 

-2.0 

Transamerica 

371 

13.5 

-0.8 

550 

10.8 

-2.7 

Sysco 

310 

16.4 

20.8 

184 

22.5 

7.9 

Eli  Lilly 

372 

13.4 

21.6 

760 

6.2 

20.2 

Bausch  &  Lomb 

311 

16.4 

15.7 

260 

18.0 

12.9 

Dart  Group 

373 

13.4 

-41.8 

20 

68.3 

18.3 

Interpublic  Group 

312 

16.3 

12.4 

318 

15.9 

3.9 

Lubrizol 

374 

13.4 

20.6 

700 

7.5 

11.2 

Merry-Go-Round 

313 

16.3 

83.6 

168 

24.1 

47,6 

Bob  Evans  Farms 

375 

13.4 

-8.5 

283 

17.1 

9,9 

Premier  Industrial 

314 

16.3 

10.4 

644 

8.8 

4.1 

Loral 

376 

13.4 

-5.1 

183 

22.6 

21.9 

Wonhington  Inds 

315 

16.3 

-12.3 

543 

10.9 

-7.2 

Xerox 

377 

13.3 

-62,4 

596 

9.7 

3.3 

Delta  Air  Lines 

316 

16.3 

-79.8 

394 

13.9 

2.9 

Air  Prods  &  Chems 

378 

13.3 

2.7 

628 

9.0 

9.6 

Intl  Flavors  &  Frags 

317 

16.2 

9.9 

362 

14.5 

8,1 

Equifax 

379 

13.3 

0.6 

576 

10.2 

9,9 

Ford  Motor 

318 

16.2 

-62.8 

441 

12.8 

1,8 

NCR 

380 

13.1 

9.0 

629 

9.0 

3,4 

Kellwood 

319 

16.1 

-87.0 

789 

5.7 

-4,1 

Affiliated  Pubs 

381 

13,0 

-28.1 

475 

12.1 

3.1 

PacifiCare  Health 

320 

16.1 

54.2  . 

24 

64.2 

50,1 

May  Dept  Stores 

382 

13,0 

15.7 

892 

2.9 

-3.8 

Argonaut  Group 

321 

15.9 

7.7 

976 

-2.9 

14,3 

Genuine  Parts 

383 

13,0 

5.2 

719 

7.2 

5.7 

Super  Food  Services 

322 

15.8 

8.6 

807 

5.2 

5,0 

Manufacturers  Natl 

384 

12,9 

1.0 

465 

12.3 

3.8 

Melville 

323 

15.8 

6.7 

502 

11.6 

10,7 

Bowater 

385 

12,9 

-36.3 

462 

12.4 

-3.8 

Commtron 

324 

15.8 

15.4 

240 

18.9 

0,7 

Molex 

386 

12,8 

14.2 

215 

20.2 

7.8 

EI  du  Pont  de  Nemours  325 

15.7 

-2.7 

871 

3.4 

7,1 

Durr-Fillauer 

387 

12.8 

1.2 

373 

14.3 

17,3 

Berkshire  Hathaway 

326 

15.5 

-17.0 

107 

29.7 

-8.2 

Geico 

388 

ia,7 

36,6 

371 

14.3 

1.7 

Dixie  Yarns 

327 

15.5 

-47.5 

199 

21.4 

-5.3 

Rockwell  Intl 

389 

12,7 

-10.8 

826 

4.7 

-1.1 

Savannah  Foods 

328 

15.5 

22.7 

395 

13.9 

12,6 

Hubbell 

390 

12,7 

9,7 

732 

6.9 

10.6 

PH  Glatfelter 

329 

15.3 

-9.2 

257 

18.1 

1,7 

Block  Drug 

391 

12.7 

11,3 

450 

12.6 

11.4 

DPL 

330 

15.3 

5.1 

954 

-0.9 

1,1 

Banc  One 

392 

12.7 

12,8 

343 

15.1 

9.0 

Selective  Insurance 

331 

15.3b 

-14.3 

391 

13.9 

2.9 

Blair 

393 

12,7 

22.2 

696 

7.6 

10.1 

State  Street  Boston 

332 

15.2 

12.0 

264 

17.8 

21.9 

RPM 

394 

12.6 

11,6 

230 

19.3 

21,3 

HF  Ahmanson 

333 

15.2 

27.4 

680 

8.0 

12,0 

SunTrust  Banks 

395 

12,6 

6,6 

685 

7.9 

4,8 

Bergen  Brunswig 

334 

15.2 

-1.5 

302 

16.5 

13.2 

Alltel 

396 

12.6 

11,6 

369 

14.3 

32,6 

Morrison 

335 

15.2 

-30.0 

461 

12.4 

8,1 

Wallace  Computer  Svs 

397 

12.5 

5,7 

483 

11.9 

4.6 

Orion  Pictures 

336 

15.2b 

-50.6 

201 

21.2 

-2,4 

C&S/Sovran 

398 

12.4 

-29,4 

467 

12.3 

6,5 

Snap-on  Tools 

337 

15.1 

-3,0 

524 

11,2 

5,1 

Household  Intl 

399 

12,4 

-10.5 

1056 

-14.2 

27,8 

McDonald's 

338 

15.1 

13.5 

433 

13.1 

9.8 

HomeFed 

400 

12,3 

P-D 

406 

13.5 

4,3 

Lockheed 

339 

15.0 

-44.1 

849 

4.1 

1.8 

Puget  Sound  P&L 

401 

12.3 

-12.6 

796 

5.4 

4,2 

American  Cyanamid 

340 

14.9 

2.6 

775 

5,9 

-4.1 

Dover 

402 

12.3 

11.9 

561 

10.5 

4,9 

Westvaco 

341 

14.9 

-15.9 

777 

5.8 

5.5 

Deluxe 

403 

12,3 

12,6 

366 

14.4 

7.1 

Cincinnati  Financial 

342 

14.9 

5.8 

356 

14.6 

6.9 

Gannett 

404 

12.3 

-0,4 

438 

12.9 

1,5 

Central  Steel  &  Wire 

343 

14.8 

-30.2 

872  ■ 

3.4 

-10.6 

Rhone-Poulenc  Rorer 

405 

12.3 

PD 

167 

24.1 

100,9 

HON  Industries 

344 

14.7 

-29.6 

701 

7.5 

13,2 

Quaker  Oats 

406 

12.2 

-30,5 

457 

12.5 

-6.6 

American  Brands 

345 

14.7 

26.1 

503 

11,6 

13,3 

Longs  Drug  Stores 

407 

12.1 

4,1 

632 

9.0 

9.8 

H&R  Block 

346 

14.7 

19.9 

270 

17,6 

15,5 

Pep  Boys 

408 

12.0 

4,4 

254 

18.2 

20.7 

Minn  Mining  &  Mfg 

347 

14.6 

6.9 

603 

9,6 

9,3 

National  City 

409 

12.0 

1.6 

414 

13.4 

6.3 

Consolidated  Papers 

348 

14.6 

-2.4 

717 

7.2 

2.7 

Union  Electric 

410 

12.0 

28.9 

695 

7.6 

3.7 

HJ  Heinz 

349 

14.5 

13.9 

671 

8.2 

5.4 

Phillips-Van  Heusen 

411 

12,0 

-5.2 

839 

4.4 

8.8 

Seagram 

350 

14.4 

10.5 

241 

18.9 

8,4 

American  Family 

412 

11,9 

33,7 

133 

27.0 

6.1 

D-D:  Deficit  to  deficit. 

DP:  Deficit  to  profit.     I>-D:  f 

rofit  to  deficit,      NA 

Not  a\'aila 

-)le.      NM:  Not  meaningful. 

NR,  N 
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Walgreen 

413 

11.8 

13.2 

351 

14.8 

12.4 

Security  Pacific 

475 

9.3 

-5.9 

347 

14.9 

7.3 

Sherwin-Williams 

414 

11.7 

11.6 

NR 

NM 

6.4 

Pitney  Bowes 

476 

9.3 

^4.9 

510 

11.5 

11.8 

Equitable  of  Iowa 

415 

11.7 

2.9 

611 

9.5 

13.3 

Curtice  Burns  Foods 

477 

9.1 

-61.5 

819 

5.0 

9.8 

US  Bancorp 

416 

11.5 

19.3 

261 

18.0 

17.3 

Consol  Freightways 

478 

9.1 

P-D 

326 

15.7 

17.9 

Fleet/Norstar  Finl 

417 

11.4 

-76.4 

284 

17.1 

13.8 

Teledyne 

479 

9.0a 

-38.1 

945 

0.8 

-4.9 

Society 

418 

11.3 

-0.2 

497 

11.7 

43.3 

Stanley  Works 

480 

9.0 

0.8 

435 

13.0 

2.1 

Martin  Marietta 

419 

11.3a 

38.7 

665 

8.4 

8.5 

Centex 

481 

8.9 

13.9 

555 

10.7 

15.9 

General  Electric 

420 

11.3 

13.4 

445 

12.7 

6.4 

AMR 

482 

8.9 

-60.4 

381 

14  1 

10.1 

SPX 

421 

11.2 

-77.3 

729 

6.9 

-1.9 

Dean  Foods 

483 

8.9 

3.5 

424 

13.2 

20.2 

South  Carolina  Natl 

422 

11.2 

-4.8 

370 

14.3 

7.1 

Emerson  Electric 

484 

8.9 

4.6 

490 

11.9 

7.1 

Donaldson 

423 

11.2 

34.0 

590 

9.9 

6.4 

Intetlake 

485 

8.8 

P-D 

922 

1.9 

-12.2 

MCA 

424 

11.2 

0.0 

361 

14.5 

14.5 

National  Service 

486 

8.7 

5.2 

726 

7.0 

7.0 

Rite  Aid 

425 

11.2 

6.8 

235 

19.0 

8.9 

Super  Valu  Stores 

487 

8.7 

8.6 

566 

lO.S 

5.7 

RR  Donnelley  &  Sons 

426 

11.1 

3.2 

501 

11.6 

5.6 

Village  Super  Market 

488 

8.6 

-7.9 

329 

15.6 

3.5 

Barnett  Banks 

427 

11.0 

-34.8 

277 

17.5 

10.0 

Flowers  Industries 

489 

8.6 

24.7 

790 

5.7 

3.2 

Marriott 

428 

11.0 

-52.4 

272 

17.6 

3.2 

So  N  England  Telecom 

490 

8.6 

-25.2 

781 

5.8 

-2.1     i 

Marshall  &  Ilsley 

429 

11.0 

-3.0 

436 

13.0 

8.3 

Universal 

491 

8.5 

-18.5 

135 

26.9 

-1.0 

Dayton  Hudson 

430 

10.8 

28.8 

514 

11.4 

8.3 

Banta 

492 

8.5 

-50.0 

367 

14.4 

3.7 

Federal  Express 

431 

10.8 

-15.1 

126 

27.6 

27.0 

Ruddick 

493 

8.4 

15.0 

536 

11.0 

9.3 

American  Express 

432 

10.8 

-75.3 

228 

19.5 

-2.5 

Rohm  &  Haas 

494 

8.4 

-3.4 

768 

5.9 

5.2 

Alexander  &  Alexander  433 

10.8b 

-19.6 

598 

9.7 

6.0 

Burlington  Coat 

495 

8.4 

7.1 

275 

17.5 

20.4 

SCI  Systems 

434 

10.8 

118.2 

303 

16.4 

12.3 

E-Systems 

496 

8.3 

3.1 

352 

14.8 

11.9 

GM  Hughes  Electronics  435 

10.7 

-6.3 

798 

5.4 

1.7 

Lance 

497 

8.3 

16.4 

821 

4.9 

2.0 

Leggett  &  Piatt 

436 

10.7 

0.4 

248 

18.4 

11.8 

Coastal  Corp 

498 

8.3 

2.4 

794 

5.4 

5.8 

Tambrands 

437 

10.7 

-68.0 

634 

8.9 

5.2 

Salem  Carpet  Mills 

499 

8.3 

-53.1 

518 

11.4 

10.0 

Weis  Markets 

438 

10.6 

0.5 

808 

5.2 

2.0 

First  Wachovia 

500 

8.2 

10.3 

720 

7.1 

5.7 

Nalco  Chemical 

439 

10.6 

13.1 

539 

11.0 

11.5 

Grey  Advertising 

501 

8.2 

-0.9 

315 

16.0 

9.7 

Textron 

440 

10.6 

4.3 

173 

23.6 

6.3 

Thomas  &  Belts 

502 

8.2 

-14.1 

434 

13.0 

10.8 

Charming  Shoppes 

441 

10.5 

-15.3 

187 

22.3 

10.7 

Gibson  Greetings 

503 

8.1 

1.6 

653 

8.6 

15.8 

United  Stationers 

442 

10.5 

-48.1 

292 

16.9 

2.5 

BayBanks 

504 

8.1 

P-D 

364 

14.5 

-0.3 

Quantum 

443 

10.4 

66.5 

123 

27.9 

78.1 

Hechinger 

505 

8.0 

-6.1 

148 

25.8 

19.7 

Liberty  Corp 

444 

10.4 

154.0 

599 

9.7 

3.6 

Golden  West  Finl 

506 

7.8 

17.2 

626 

9.1 

14.3 

Hewlett-Packard 

445 

10.3 

-13.1 

359 

14.6 

11.2 

Rykoff-Sexton 

507 

7.8 

-44.4 

327 

15.7 

7.2 

Raychem 

446 

10.2 

P-D 

426 

13.2 

6.9 

Dibrell  Brothers 

508 

7.7 

-23.4 

372 

14.3 

11.3 

U|B  Financial 

447 

10.2 

-72.0 

365 

14.4 

12.7 

Huntington  Bcshs 

509 

7.7 

-24.1 

449 

12.6 

15.1 

Moore  Corp 

448 

10.2 

-25.7 

753 

6.4 

6.0 

Kentucky  Utilities 

510 

7.6 

20.6 

950 

0.4 

6.0 

Standard  Products 

449 

10.1 

-63.9 

535 

11.0 

9.8 

Dominion  Bankshares 

511 

7.4 

-84.4 

237 

19.0      • 

8.2 

Zum  Industries 

450 

10.1 

5.1 

552 

10.7 

17.9 

HB  Fuller 

512 

7.4 

27.8 

488 

11.9 

4.6 

Collins  Foods  Intl 

451 

10.1 

0.0 

755 

6.3 

8.8 

St  Joe  Paper 

513 

7.4a 

NA 

668 

8.3a 

NA 

Leucadia  National 

452 

10.1 

272.1 

103 

30.4 

-8.3 

Talley  Industries 

514 

7.2 

-68.1 

812 

5.1 

2.6 

Midlantic 

453 

10.1 

PD 

398 

13.8 

15.5 

Strawbridge 

515 

7.1 

5.4 

638 

8.9 

6.7 

Mercantile  Stores 

454 

10.0 

-2.7 

757 

6.3 

2.2 

Campbell  Soup 

516 

7.1 

5.0 

666 

8.4 

7.1 

Mobil 

455 

9.9 

-7.7 

971 

-2.4 

20.1 

Dexter 

517 

7.0 

-2.9 

705 

7.5 

4.8 

Masco 

456 

9.9 

-32.8 

138 

26.5 

8.2 

Pennsylvania  P&L 

518 

7.0 

16.6 

728 

6.9 

8.3 

SouthTrust 

457 

9.9 

-4.6 

320 

15.9 

14.4 

Central  Newspapers 

519 

6.9 

-0.8 

818 

5.0 

2.2 

Pentair 

458 

9.9 

-24.8 

304 

16.4 

6.1 

Pfizer 

520 

6.9 

0.2 

650 

8.6 

10.3 

Rollins 

459 

9.8 

16.3 

652 

8.6 

7.7 

Pacific  Telesis 

521 

6.8 

2.1 

851 

4.0 

2.1 

Kentucky  Central  Life 

460 

9.8a 

-37.8 

307 

16.3a 

11.8 

Times  Mirror 

522 

6.8 

-34.9 

842 

4.3 

2.6 

Ameron 

461 

9.8 

4.0 

635 

8.9 

7.3 

VF 

523 

6.7 

-13.9 

243 

18.6 

4.6 

Coca-Cola  Enterprises 

462 

9.8 

-24.1 

72 

38.3 

3.8 

Nashua 

524 

6.7 

19.9 

NR 

NM 

-13.4 

Nucor 

463 

9.7 

-30.4 

415 

13.4 

16.5 

SPS  Technologies 

525 

6.7 

-94.4 

534 

11.0 

-1.2 

Ameritrust 

464 

9.7 

-95.4 

425 

13.2 

8.0 

Ameritech 

526 

6.6 

7.5 

855 

3.8 

4.5 

AG  Edwards 

465 

9.7 

6.1 

477 

12.0 

14.3 

Herman  Miller 

527 

6.6 

14.5 

385 

14.0 

10.3 

Piedmont  Natural  Gas 

466 

9.5 

0.8 

933 

1.4 

-5.0 

Standard  Register 

528 

6.4 

-2.3 

451 

12.6 

0.9 

Clorox 

467 

9.5 

17.4 

746 

6.5 

9.1 

Atlantic  Energy 

529 

6.4 

-6.2 

802 

5.3 

4.5 

United  Technologies 

468 

9.5 

18.7 

835 

4.5 

7.5 

US  West 

530 

6.3 

11.1 

785 

5.7 

3.8 

Cincinnati  G&E 

469 

9.5 

4.8 

NR 

NM 

4.7 

Thomas  Industries 

531 

6.2 

-5.4 

715 

7.2 

15.8 

Kimball  International 

470 

9.4 

14.2 

418 

13.3 

-1.6 

Old  Kent  Financial 

532 

6.2 

3.7 

346 

14.9 

3.9 

Tandy 

471 

9.4 

-A.7 

621 

9.3 

8.8 

TRW 

533 

6.0b 

-10.3 

829 

4.6 

12.5 

Mapco 

472 

9.4 

38.0 

NR 

NM 

26.2 

Eaton 

534 

6.0 

-7.8 

NR 

NM 

-0.5 

Betz  Laboratories 

473 

9.4 

16.0 

517 

11.4 

13.8 

First  Union 

535 

5.9 

-8.6 

282 

17.3 

20.7 

Wetterau 

474 

9.3 

12.1 

515 

11.4 

6.4 

NWNL 

536 

5.9a 

11.8 

639 

8.9a 

-1.9 

O-D:  Deficit  lo  dcficii 

>-P:  rxiicil  to  pi 

ofit,     I'-D:  1' 

■ufit  to  (Ji 

_'ficit.       NA 

Not  availal 

-lie.      NM;  Not  meaniiigluL 

NK:  Not  lanlced. 

a:  l-oui-> 

ear  a\er 

jge.     b:  Th 

■ee-\ear 

average. 
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Far 

share — 
latest 

c,l„^ 

p^|-nitioc  n«kr 

shsrc*^— 

Sales— 

5-year 

5-year 

latest 

""•6-'  !■»•■ 

5-year 

latest 

5-year 

latest 

average 

12mos 

average 

12mos 

average 

12  mos 

average 

12  mos 

Company 

rank 

% 

% 

tank 

% 

% 

Company 

rank 

% 

% 

rank 

% 

% 

GTE 

537 

5.9b 

12.1 

890 

3.1 

6.7 

American  Water  Works 

599 

1,8 

-8.2 

795 

5.4 

6,2 

Potomac  Electric 

538 

5.9 

-15.9 

908 

2.3 

1.5 

Meridian  Bancorp 

600 

1,7 

-70.9 

291 

16.9 

18,7 

Oklahoma  G&E 

539 

5.8 

18.0 

930 

1.5 

12.5 

Allegheny  Power 

601 

1.3 

-6.0 

769 

5.9 

4,4 

Houghton  MiKlin 

540 

5.8 

17.3 

581 

10.0 

8.8 

Iowa-Illinois  G&E 

602 

0.6 

-8.3 

984 

-3.4 

3,3 

Hawaiian  Electric 

541 

5.7 

-15.2 

778 

5.8 

13.1 

WPL  Holdings 

603 

-0.8 

47.6 

947 

0.8 

1,2 

KeyCorp 

542 

5.6 

9.5 

159 

25.0 

6.8 

Southwestern  Pub  Svc 

604 

-2.0 

11.4 

952 

-0.7 

-3,7 

PacifiCorp 

543 

5.6 

4.6 

774 

5.9 

3.3 

National  Fuel  Gas 

605 

-2.5 

-5.2 

1014 

-6.0 

4,2 

Wisconsin  Energy 

544 

5.6 

12.6 

939 

1.1 

-3.4 

Consol  Natural  Gas 

606 

-2.7 

1.1 

1012 

-5.9 

9,7 

Upjohn 

545 

5.5 

-42.1 

713 

7.3 

2.1 

DQE 

607 

-2.8 

11.5 

810 

5.1 

1,5 

First  of  America  Bank 

546 

5.4 

-5.7 

196 

21,7 

12.1 

Kansas  Power  &  Light 

608 

-3.0 

-0.5 

1001 

-5.1 

7.8 

TECO  Energy 

547 

5.4 

4.3 

709 

7.4 

2.2 

Boeing 

609 

-3.2 

48.1 

481 

12.0 

25.3 

LADD  Furniture 

548 

5.3 

-60.4 

255 

18.2 

26.7 

General  Dynamics 

610 

-3.2 

-85.3 

809 

5.2 

2.6 

American  Electric 

549 

5.1 

-5.7 

949 

0.5 

5.7 

Laclede  Gas 

611 

-3,2 

-40.2 

1022 

-6.9 

-1.2 

La-Z-Boy  Chair 

550 

5.1 

-4.0 

267 

17.7 

6.1 

Exxon 

612 

-3.8 

3.0 

NR 

NM 

17.9 

Southwest  Gas 

551 

5.1 

-19.3 

404 

13.6 

2.3 

Houston  Industries 

613 

-3.9 

19.7 

964 

-2.2 

8.7 

Detroit  Edison 

552 

5.1 

DP 

832 

4.6 

4.0 

Noland 

614 

-4.3 

40.4 

761 

6.2 

-3.7 

EG&G 

553 

5.1 

7.2 

664 

8.4 

41.4 

Southern  Company 

615 

-4.3 

-30.1 

864 

3.5 

7.4 

Lincoln  National 

554 

5.1 

-1.1 

383 

14.1 

11.3 

Echlin 

616 

-4.4 

6.3 

290 

17.0 

10.1 

Modine  Manufacturing 

555 

5.0 

19.5 

656 

8.6 

4.6 

Meredith 

617 

^.5 

0.0 

474 

12.1 

-4.2 

McKesson 

556 

5.0 

-10.4 

669 

8.2 

11.1 

Whirlpool 

618 

-4.7 

39.0 

447 

12.6 

16.1 

Dominion  Resources 

557 

4.9 

26.4 

718 

7.2 

1.3 

Commonwealth  Energy 

619 

-4.7 

-15.4 

919 

1.9 

8.7 

Ametek 

558 

4.9 

2.5 

387 

13.9 

14.5 

New  England  Electric 

620 

-4.9 

116.5 

917 

1.9 

14.4 

Midwest  Resources 

559 

4.9a 

-22.5 

793 

5.5 

-0.9 

First  Tennessee  Natl 

621 

-5.3 

57.7 

751 

6.4 

7.0 

James  River  Corp  Va 

560 

4.8 

-78.2 

174 

23.4 

-7.5 

American  Bankers 

622 

-5.8 

48.2 

489 

11.9 

16.1 

Minnesota  Power  &  Lt 

561 

4.8 

-20.8 

898 

2.7 

2.2 

Shoney's 

623 

-5.9 

63.6 

453 

12.6 

8.6 

Crestar  Financial 

562 

4.7 

-14.2 

491 

11.9 

7.7 

Diebold 

624 

-6.1 

-16.8 

NR 

NM 

3.6 

Square  D 

563 

4.7 

-9.5 

830 

4,6 

-2.8 

IBP 

625 

-6.1b 

11.7 

673 

8.1 

6.3 

Tecumseh  Products 

564 

4.7 

-62.2 

556 

10.7 

-2.0 

Dynatech 

626 

-6.4 

35.0 

309 

16.2 

17.4 

Ipalco  Enterprises 

565 

4.6 

3.5 

756 

6.3 

2.6 

American  Greetings 

627 

-6.7 

54.6 

722 

7.0 

6.7 

Intergraph 

566 

4.6 

-9.5 

328 

15.7 

18,4 

Witco 

628 

-6.8 

-61.4 

923 

1.8 

0.4 

Nash  Finch 

567 

4.5 

44.6 

399 

13.8 

6,5 

Standard  Motor  Prods 

629 

-7.0 

-50.9 

380 

14.2 

19.6 

CoreStates  Financial 

568 

4.5 

-5.7 

448 

12.6 

31,4 

Thiokol. 

630 

-7.1 

143.6 

646 

8.7 

4.4 

Florida  Progress 

569 

4.4 

-17.0 

651 

8.6 

-3,8 

Northeast  Utilities 

631 

-7.4 

-3.4 

NR 

NM 

6.4 

USLife 

570 

4,4 

-8.1 

825 

4.8 

2.5 

Kaman 

632 

-7.6 

137.8 

615 

9.4 

3.6 

Duke  Power 

571 

4.4 

25.5 

743 

6.6 

3.2 

Owens  &  Minor 

633 

-7.7 

37.7 

151 

25.5 

36.3 

CILcorp 

572 

4.4 

-20.2 

981 

-3.1 

14.4 

Ohio  Edison 

634 

-7.7 

37.5 

773 

5.9 

2.7 

Hilton  Hotels 

573 

4.4 

-5.7 

645 

8.8 

6.3 

IBM 

635 

-7.8 

-22.9 

754 

6.4 

5.1 

Guilford  Mills 

574 

4.3 

P-D 

410 

13.5 

-13.9 

Oxford  Industries 

636 

-7.9 

-46.2 

NR 

NM 

-5.5 

BellSouth 

575 

4.3 

3.7 

676 

8.1 

2.5 

Cigna 

637 

-8.2b 

-16.4 

772 

5.9 

13.6 

Hughes  Supply 

576 

4.2 

-47.5 

384 

14.1 

7.0 

Ball  Corp 

638 

-8.4 

94.0 

921 

1.9 

18.6 

Aon 

577 

4.2 

13.5 

407 

13.5 

9.8 

Bassett  Furniture  Inds 

639 

-8.6 

-46.6 

862 

3.6 

-4.2 

Genlyte  Group    , 

578 

4.1 

-13.2 

704 

7.5 

0.3 

Emerson  Radio 

640 

-8.6 

P-D 

301 

16.5 

-7.6 

Florida  Rock  Inds 

579 

4.0 

-15.9 

446 

12.7 

-7.3 

Trinova 

641 

-8.6 

80.4 

NR 

NM 

0.1 

PNC  Financial 

580 

3.9 

-52.5 

136 

26.7 

8.1 

Rohr  Industries 

642 

-8.7 

11.1 

492 

11.9 

10,5 

IE  Industries 

581 

3.8 

92.5 

957 

-1.5 

4.2 

Grumman 

643 

-9.1 

9.5 

784 

5,7 

1,8 

FPL  Group 

582 

3.6 

P-D 

574 

10.3 

1.3 

Commonwealth  Ed 

644 

-9.3 

P-D 

875 

3,4 

-9.2 

Baltimore  G&E 

583 

3.6 

-24.8 

907 

2.3 

11.1 

Pacific  G&E 

645 

-9.5 

225.0 

NR 

NM 

8.0 

Lowe's  Cos 

584 

3.4 

12.8 

648 

8.7 

10.6 

Dollar  General 

646 

-10.2 

16.4 

847 

4.1 

4.9 

UtiliCorp  United 

585 

3.4 

-2.1 

119 

28.4 

19.1 

Equitable  Resources 

647 

-10.3 

-2.5 

973 

-2.7 

39.3 

Riggs  National 

586 

3.3 

-76.8 

721 

7.1 

9.0 

American  Stores 

648 

-10.4 

86.4 

499 

11.6 

6.3 

Southwestern  Bell 

587 

3.3 

2.5 

874 

3.4 

4.6 

Bindley  Western  Inds 

649 

-10.6 

20.3 

165 

24.2 

28.0 

Bell  Atlantic 

588 

3.2 

-13.8 

733 

6.9 

6.6 

First  American  Corp 

650 

-10.9 

P-D 

409 

13.5 

1.4 

Winn-Dixie  Stores 

589 

3.1 

10.3 

824 

4.8 

6.1 

Centerior  Energy 

651 

-11.0 

DP 

823 

4.8 

5.0 

Orange  &  Rockland 

590 

3.0 

15.5 

NR 

NM 

7.3 

NY  State  E&G 

652 

-11.3 

-0.4 

848 

4.1 

5.1 

Parker  Hannifin 

591 

2.9 

15.6 

374 

14.3 

0.0 

Yellow  Freight  Sys 

653 

-11.3 

-59.8 

600 

9.7 

4.6 

Consolidated  Edison 

592 

2.9 

-7.3 

955 

-1,1 

6,5 

Questar 

654 

-11.8 

7.4 

1019 

-6.6 

5.9 

AmSouth  Bancorp 

593 

2.7 

-25.1 

313 

16.0 

1,3 

Hartmarx 

635 

-11.8 

P-D 

880 

3.3 

3.8 

American  General 

594 

2.4 

18.1 

764 

6.2 

5,6 

Circle  K 

656 

-11.9 

P-D 

172 

23.7 

-0.6 

Johnson  Controls 

595 

2.4 

-16.5 

216 

20.1 

22.2 

Citicorp 

657 

-11.9 

P-D 

430 

13.1 

10.0 

Pub  Svc  Enterprise 

596 

2.3 

-3.5 

925 

1.7 

5.4 

Carolina  Freight 

658 

-12.0 

P-D 

716 

7.2 

6,6 

SCEcorp 

597 

2.0 

-5.7 

735 

6.9 

3.5 

Jamesway 

659 

-12.7 

P-D 

439 

12.9 

9.7 

No  States  Power 

598 

1.9 

21.2 

901 

2.6 

8.0 

Public  Service  NM 

660 

-13.1 

DP 

484 

11,9 

-4,1 

D-D:  Deficit  to  deficit 

D-P:  Deficit  to  pr 

jfit.     P-D;  P 

rofit  to  deficit,      NA. 

Not  availa 

lie.      NM:  Not  meaniiigiiii. 

NR:  Not  ranked 

a:  Four- 

year  average,     b:  Tli 

ree  ye;ir 

average. 
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C.l  — 

Ft 

share — 
latest 

1 

5-year 

latest 

5-year 

latest 

5-year 

5-year 

latest 

average 

12  mos 

average 

12  mos 

average 

12  mos 

average 

12  mos 

Company 

rank 

% 

% 

rank 

% 

% 

Company 

rank 

% 

% 

rank 

% 

% 

US  Shoe 

661 

-13.3 

126.7 

688 

7.9 

13.2 

American  President 

NR 

NM 

P-D 

210 

20.6 

-1,5 

Burlington  Northern 

662 

-13.5 

88.5 

928 

1.6 

1.6 

Ames  Dept  Stores 

NR 

NM 

D-D 

71 

39,0 

-9,4 

Bank  of  Boston 

663 

-13.8 

P-D 

311 

16.2 

1.2 

Amoco 

NR 

NM 

3,1 

985 

-3,4 

9,7 

Universal  Health 

664 

-14.0 

48.2 

513 

11.4 

6.4 

Ampco-Pittsburgh 

NR 

NM 

DP 

1055 

-14,1 

-4,1 

McGraw-Hill 

665 

-14.2 

-88.2 

792 

5.6 

6.8 

Anacomp 

NR 

NM 

PD 

50 

45,3 

3,1 

Central  Hudson  G&E 

666 

-14.2 

3.5 

974 

-2.8 

8.3 

Analog  Devices 

NR 

NM 

-70,4 

655 

8,6 

0,0 

Brown  Group 

667 

-14.5 

245.6 

838 

4.4 

2.7 

Applied  Materials 

NR 

NM 

-22,1 

158 

25,0 

20,3 

Rose's  Stores 

668 

-14.9 

-14.6 

547 

10.8 

5.0 

Arkla 

NR 

NM 

DP 

245 

18,6 

14,1 

Ogden 

669 

-15.0b 

-10.3 

NR 

NM 

19.8 

Armco 

NR 

NM 

P-D 

1034 

-9,5 

-38.8 

Harcourt  Brace 

670 

-15.0 

DP 

149 

25.7 

4.4 

Arrow  Electronics 

NR 

NM 

DP 

623 

9,2 

5.0 

Fuqua  Industries 

671 

-15.1 

DP 

915 

2.1 

1.5 

Asarco 

NR 

NM 

-15,5 

412 

13,4 

-3,9 

AH  Belo 

672 

-15.2 

49.4 

911 

2.3 

7.0 

Ashland  Oil 

NR 

NM 

111,0 

NR 

NM 

6,4 

Media  General 

673 

-15.3 

DP 

846 

4.2 

-1.5 

AST  Research 

NR 

NM 

DP 

49 

46,2 

20,1 

Rochester  G&E 

674 

-15.7 

4.6 

932 

1.4 

4.6 

Atari 

NR 

NM 

DP 

95 

31,6a 

6,1 

Ryder  System 

675 

-15.9 

15.4 

296 

16.7 

1.9 

Guy  F  Atkinson 

NR 

NM 

D-D 

NR 

NM 

4,0 

Petrie  Stores 

676 

-16.3 

-23.9 

828 

4.6 

3.0 

Atlanta  Gas  Light 

NR 

NM 

6,3 

1003 

-5,3 

6,6 

Harris  Corp 

677 

-17.6 

352.9 

NR 

NM 

21.7 

Avnet 

NR 

NM 

-1,2 

850 

4,1 

-6,1 

Chrysler 

678 

-18.2 

PD 

458 

12.5 

-20.4 

Avon  Products 

NR 

NM 

-42,3 

905 

2,4 

2,5 

Consolidated  Rail 

679 

-18.2 

-50.1 

942 

1.0 

-4.0 

Avondale  Industries 

NR 

NM 

P-D 

573 

10,3 

8.2 

Adolph  Coors 

680 

-18.3 

2.1 

670 

8.2 

13.1 

Baker  Hughes 

NR 

NM 

65,6 

1023 

-7,3 

12.3 

Rouse 

681 

-18.4 

P-D 

209 

20.6 

6.0 

Balfour  Maclaine 

NR 

NM 

P-D 

220 

19,8 

-25.7 

Oneok 

682 

-19.0 

-6.2 

1053 

-13.9 

8.0 

Bally  Manufacturing 

NR 

NM 

P-D 

595 

9,7 

4,6 

Travelers 

683 

-19.0 

P-D 

841 

4.4 

-5.0 

Bank  of  New  England 

NR 

NM 

P-D 

225 

19,7 

-24,4 

Arvin  Industries 

684 

-19.3 

184.2 

324 

15.8 

13.2 

Bank  of  New  York 

NR 

NM 

DP 

152 

25,5 

7,6 

Occidental  Petroleum 

685 

-19.4 

35.0 

742 

6.6 

1.9 

BankAmerica 

NR 

NM 

-19,5 

1013 

-6,0 

4,3 

Quaker  State 

686 

-19.6 

12.3 

975 

-2.8 

5.3 

Bankers  Trust  NY 

NR 

NM 

DP 

663 

8,4 

7,3 

FirstFed  Michigan 

687 

-20.1 

491.7 

924 

1.8 

-4.0 

Barnes  Group 

NR 

NM 

-30,0 

926 

1,7 

7,7 

American  Natl  Ins 

688 

-20.2 

-5.7 

752 

6.4 

2.1 

Bell  Industries 

NR 

NM 

53,8 

682 

8,0 

-2,7 

Harsco 

689 

-20.3 

DP 

884 

3.2 

15.9 

Beneficial  Corp 

NR 

NM 

24,3 

995 

-4,7 

7,0 

Culbro 

690 

-22.2 

DP 

NR 

NM 

3.0 

Best  Buy  Co 

NR 

NM 

500,0 -h 

31 

60,3 

20,7 

Chevron 

691 

-22.8 

-55.0 

1036 

-9.5 

22.9 

Bethlehem  Steel 

NR 

NM 

-66,6 

NR 

NM 

-10,9 

USG 

692 

-23.7 

-92.3 

NR 

NM 

-3.8 

Beverly  Enterprises 

NR 

NM 

D-P 

699 

7,5 

0,6 

First  Fidelity  Bncp 

693 

-23.9 

DD 

528 

11.2 

3.1 

BigB 

NR 

NM 

P-D 

205 

21,0 

25,0 

Niagara  Mohawk  Power  694 

-24.0 

66.2 

943 

0.9 

9.0 

Black  &  Decker 

NR 

NM 

253,8 

388 

13,9 

35,9 

McDonnell  Douglas 

695 

-24.8 

192.4 

642 

8.8 

9.1 

Blockbuster 

NR 

NM 

70,2 

NR 

NM 

79,3 

Unocal 

696 

-25.3 

-21.1 

NR 

NM 

0.7 

Boatmen's  Bancshares 

NR 

NM 

60,0 

834 

4,5 

3,7 

Tektronix 

697 

-25.5 

P-D 

941 

1.0 

-0.7 

Borden 

NR 

NM 

DP 

460 

12,4 

0.9 

Sun  Company 

698 

-27.7 

-89.3 

1037 

-9.5 

12.7 

Boston  Edison 

NR 

NM 

P-D 

NR 

NM 

-0,2 

Storage  Technology 

699 

-28.2b 

31.6 

797 

5.4 

16.0 

Briggs  &  Stratton 

NR 

NM 

DP 

759 

■6,2 

14,0 

United  Banks  of  Colo 

700 

-28.8 

P-D 

748 

6.5 

6.4 

Bristol-Myers  Squibb 

NR 

NM 

-30,8 

498 

11,7 

10.6 

Turner  Corp 

701 

-30.8 

500.0 -t- 

335 

15.4 

-5.3 

Broad 

NR 

NM 

500.0  -1- 

231 

19.2a 

37,4 

USF&G 

702 

-32.5b 

142.9 

582 

10.0 

1.1 

Brooklyn  Union  Gas 

NR 

NM 

-15.1 

969 

-2.3 

2,5 

Cabot 

703 

-33.9b 

396.4 

883 

3.2 

-13.6 

Brunswick 

NR 

NM 

DP 

233 

19.2 

-12,3 

Texas  Industries 

704 

-38.0 

DP 

300 

16.6 

-4.1 

Businessland 

NR 

NM 

PD 

26 

61.9 

9,2 

Lionel 

705 

-41.3 

P-D 

689 

7.9 

3.5 

Cablevision  Systems 

NR 

NM 

D-D 

69 

39.9 

11,7 

Acme  Steel 

NR 

NM 

-73.2 

472 

12.2 

4.1 

CalFed 

NR 

NM 

P-D 

675 

8.1 

-22,5 

Advanced  Micro 

NR 

NM 

D-D 

879 

3.3 

1.0 

Carl  Karcher 

NR 

NM 

-67.8 

592 

9.8 

6,7 

ADVO-System 

NR 

NM 

179.4 

532 

11.1 

6.0 

Carlisle  Cos 

NR 

NM 

4.2 

904 

2.6 

7,0 

Airborne  Freight 

NR 

NM 

103.1 

262 

17.9 

25.5 

Carolina  Power  &  Lt 

NR 

NM 

-17.2 

783 

5.8 

5,1 

Alaska  Air  Group 

NR 

NM 

-37.9 

190 

22.0 

13.9 

Carpenter  Technology 

NR 

NM 

50,0 

906 

2.4 

-8,0 

Allen  Group 

NR 

NM 

-25.8 

NR 

NM 

3.1 

Carter  Hawley  Hale 

NR 

NM 

P-D 

NR 

NM 

2,5 

Allied  Products 

NR 

NM 

D-D 

288 

17.0 

-13.2 

Central  &  So  West 

NR 

NM 

19,2 

960 

-1.9 

7,1 

Allied-Signal 

NR 

NM 

-4,3 

859 

3.7 

3.1 

Central  Maine  Power 

NR 

NM 

23,1 

736 

6.8 

9.1 

AM  International 

NR 

NM 

P-D 

612 

9.5 

3.1 

Charter 

NR 

NM 

P-D 

1068 

-28.6 

-11,1 

AMAX 

NR 

NM 

-63.0 

265 

17.8 

-6.7 

Chase  Manhattan 

NR 

NM 

D-D 

697 

7,6 

0,8 

AMC  Entertainment 

NR 

NM 

P-D 

336 

15.4 

-5.9 

Chemed 

NR 

NM 

-23,1 

538 

11,0 

0,6 

Amerada  Hess 

NR 

NM 

-32.0 

1038 

-9.8 

14.7 

Chemical  Banking 

NR 

NM 

DP 

672 

8,1 

-1,4 

America  West  Airlines 

NR 

NM 

P-D 

41 

51.4 

34,6 

Child  World 

NR 

NM 

-98,8 

357 

14,6 

1,4 

American  Building 

NR 

NM 

11.1 

529 

11.2 

6.7 

Cincinnati  Milacron 

NR 

NM 

-67,9 

817 

5,0 

-0,1 

American  Capital 

NR 

NM 

D-D 

108 

29.6 

-19.2 

Cipsco 

NR 

NM 

-16,0 

989 

-3,7 

1,0 

American  Maize 

NR 

NM 

-41.8 

822 

4.9 

-6.7 

Clark  Equipment 

NR 

NM 

7.5 

597 

9.7 

7,1 

American  Petrofina 

NR 

NM 

-34.2 

738 

6.8 

19,9 

CMS  Energy 

NR 

NM 

-28.8 

972 

-2.5 

0.9 

D-D:  Deficit  to  dc-licii 

)  P;  Deficit  to  pix 

)fit        1'  D:  1 

rofit  to  deficit,      NA 

Not  availa 

lie.      NM:  Not  meaningful. 

Nl^:  \ 

ot  ranl\e(.i 

a:  lour 

\ear  a\ei' 

itje,     b:  Thiee-yeai' 

average. 
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5-year 

latest 
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% 
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% 

% 
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% 

% 
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% 
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Coachmen  Industries 

NR 

NM 

D-D 

1011 

-5.7 

-15.8 

Fremont  General 

NR 

NM 

314.0 

NR 

NM 

31.2 

Coast  Savings  FinI 

NR 

NM 

D-D 

417 

13.3 

-6.5 

Fruit  of  the  Loom 

NR 

NM 

2.7 

253 

18.2 

17.0 

Columbia  S&L  Assn 

NR 

NM 

DD 

542 

10.9 

-60.1 

General  Host 

NR 

NM 

DP 

998 

-5.0 

5.4 

Comcast 

NR 

NM 

DD 

47 

46.6 

21.9 

General  Motors 

NR 

NM 

P-D 

776 

5.8 

-1.4 

Comdisco 

NR 

NM 

-18.7 

134 

26.9 

15.3 

General  Signal 

NR 

NM 

-62.0 

NR 

NM 

-7.8 

Commerce  Clearing 

NR 

NM 

-11.0 

571 

10.4 

5.3 

Genesco 

NR 

NM 

-62.5 

993 

-4.6 

0.9 

Commercial  Federal 

NR 

NM 

P-D 

191 

22.0 

-22.9 

Genovese  Drug  Stores 

NR 

NM 

-28.3 

392 

13.9 

6.7 

Commercial  Intertech 

NR 

NM 

-50.3 

234 

19.1 

3.1 

Goodyear 

NR 

NM 

P-D 

914 

2.1 

2.2 

Communications  Trans  NR 

NM 

D-D 

14 

77.8 

-2.9 

Goulds  Pumps 

NR 

NM 

-93.8 

482 

11.9 

8.2 

Conner  Peripherals 

NR 

NM 

130.7 

NA 

99.0 

WR  Grace 

NR 

NM 

-14.9 

NR 

NM 

7.9 

Consolidated  Stores 

NR 

NM 

P-D 

29 

61.3 

2.5 

Great  American  Bank 

NR 

NM 

DD 

289 

17.0 

-16.2 

Contel 

NR 

NM 

-16.4 

804 

5.3 

7.2 

Great  American  Mgmt 

NR 

NM 

500.0  -1- 

32 

60.1 

27.7 

Continental  Airlines 

NR 

NM 

DD 

51 

45.1 

-5.2 

Gt  Western  Financial 

NR 

NM 

-52.2 

896 

2.7 

10.3 

Continental  Bank 

NR 

NM 

PD 

NR 

NM 

-17.0 

Greyhound  Dial 

NR 

NM 

-85.7 

881 

3.3 

0.2 

Continental  Corp 

NR 

NM 

DP 

813 

5.1 

-5.6 

Grossman's 

NR 

NM 

-59.4 

994 

-4.7 

-29.8 

Control  Data 

NR 

NM 

DD 

987 

-3.6 

-46.6 

Grow  Group 

NR 

NM 

PD 

584 

10.0 

0.3 

Cross  &  Trecker 

NR 

NM 

D-b 

678 

8.0 

-5.7 

Gulf  States  Utils 

NR 

NM 

D-D 

NR 

NM 

4.7 

CrossLand  Savings  FSB 

NR 

NM 

D-D 

508 

11.5 

-19.9 

Hadson 

NR 

NM 

D-D 

18 

72.5 

-29.2 

Crown  Central  Pet 

NR 

NM 

-44,4 

991 

-3.9 

64.0 

Halliburton 

NR 

NM 

90.2 

NR 

NM 

24.1 

CSX 

NR 

NM 

4.1 

NR 

NM 

3.8 

Handy  &  Harman 

NR 

NM 

-22.5 

910 

2.3 

-13.7 

Cummins  Engine 

NR 

NM 

D-D 

557 

10.6 

-3.0 

MA  Hanna 

NR 

NM 

-42.3 

42 

51.0 

3.7 

Dairy  Mart 

NR 

NM 

110.7 

63 

42.2 

-10.1 

Harken  Energy 

NR 

NM 

PD 

NR 

NM 

-16.1 

Dana 

NR 

NM 

-40.7 

637 

8.9 

-0.5 

Harnischfeger  Inds 

NR 

NM 

44.1 

97 

31.2 

25.4 

Data  General 

NR 

NM 

D-D 

899 

2.7 

-7.5 

Hasbro 

NR 

NM 

-3.3 

537 

11.0 

4.1 

Datapoint 

NR 

NM 

D-D 

1040 

-10.1 

-14.5 

Healthco  IntI 

NR 

NM 

P-D 

545 

10.9 

5.7 

Deere  &  Co 

NR 

NM 

21.5 

408 

13.5a 

12.5 

Hercules 

NR 

NM 

P-D 

869 

3.5 

2.8 

Delchamps 

NR 

NM 

11.6 

604 

9.6 

5.9 

Hexcel 

NR 

NM 

-96.9 

251 

18.2 

1.2 

Delmarva  Power  &  Lt 

NR 

NM 

1.8 

913 

2.2 

4.9 

Highland  Superstores 

NR 

NM 

D-D 

211 

20.6 

-0.5 

DeSoto 

NR 

NM 

DP 

NR 

NM 

5.7 

Hills  Dept  Stores 

NR 

NM 

D-D 

725 

7.0 

16.9 

Diamond  Shamrock 

NR 

NM 

-0.7 

977 

-2.9 

22.8 

Holnam 

NR 

NM 

P-D 

213 

20.5 

-0.3 

Dime  Savings  Bank  FSB  NR 

NM 

P-D 

519 

11.4 

-3.0 

Home  Shopping 

NR 

NM 

DP 

25 

64.1b 

30.2 

Diversified  Energies 

NR 

NM 

-74.2 

970 

-2.3 

-7.5 

Homestead  Financial 

NR 

NM 

D-D 

820 

4.9 

-39.0 

Douglas  &  Lomason 

NR 

NM 

DP 

577 

10.2 

5.6 

Honeywell 

NR 

NM 

DP 

NR 

NM 

-2.1 

Dravo 

NR 

NM 

DP 

1067 

-25.1 

5.1 

Horn  &  Hardart 

NR 

NM 

D-D 

643 

8.8 

20.6 

Dresser  Industries 

NR 

NM 

6.8 

NR 

NM 

9.2 

Hudson  Foods 

NR 

NM 

-64.7 

101 

30.9 

7.4 

Dun  &  Btadstreet 

NR 

NM 

-9.2 

429 

13.1 

8.7 

Huffy 

NR 

NM 

25.4 

575 

10.3 

19.5 

DWG 

NR 

NM 

D-D 

411 

13.4 

2.9 

Humana 

NR 

NM 

20.3 

325 

15.7 

18.7 

Eagle-Picher  Inds 

NR 

NM 

DP 

888 

3.1 

-7.6 

Illinois  Power 

NR 

nM 

DP 

934 

1.3 

5.6 

Eastman  Kodak 

NR 

NM 

-65.1 

431 

13.1 

3.3 

Imcera  Group 

NR 

NM 

-21.4 

1015 

-6.1 

38.3 

Egghead 

NR 

NM 

DP 

5 

104.8 

20.8 

Imo  Industries 

NR 

NM 

-20.1 

279 

17.5 

34.1 

El  Paso  Electric 

NR 

NM 

D-D 

558 

10.6 

5.2 

INB  Financial 

NR 

NM 

-22.9 

400 

13.7 

3.7 

Engelhard 

NR 

NM 

P-D 

NR 

NM 

17.8 

Inco 

NR 

NM 

-36.2 

170 

23.9 

-20.4 

Enron 

NR 

NM 

107.5 

1017 

-6.3 

21.2 

Independent  Insurance 

NR 

NM 

-11.8 

833 

4.5 

4.7 

Enserch 

NR 

NM 

56.5 

1004 

-5.3 

4.1 

Inspiration  Resource 

NR 

NM 

-87.0 

636 

8.9 

2.5 

Enstar  Group 

NR 

NM 

DP 

59 

43.5 

-40.2 

Instrument  Systems 

NR 

NM 

DP 

114 

28.9 

14.3 

Entergy 

NR 

NM 

DP 

882 

3.3 

6.3 

Intel 

NR 

NM 

60.8 

250 

18.4 

27.4 

ERLY  Industries 

NR 

NM 

DP 

319 

15.9 

7.1 

Interco 

NR 

NM 

P-D 

1025 

-7.5 

-23.1 

Family  Dollar  Stores 

NR 

NM 

33.3 

281 

17.3 

15.5 

Intermark 

NR 

NM 

D-D 

397 

13.8 

43.4 

Federal-Mogul 

NR 

NM 

-60.4 

801 

5.3 

-0.7 

IntI  Multifoods 

NR 

NM 

-11.8 

500 

11.6 

8.4 

Finevest  Foods 

NR 

NM 

DD 

83 

34.8b 

3.6 

Itel 

NR 

NM 

82.6 

10 

85.3 

11.1 

First  American  FinI 

NR 

NM 

7.3 

294 

16.8 

3.5 

lefferson-Pilot 

NR 

NM 

29.2 

029 

1.5 

1.6 

First  Bank  System 

NR 

NM 

D-D 

NR 

NM 

8.4 

Kmart 

NR 

NM 

-54.5 

731 

6.9 

13,7 

First  Executive 

NR 

NM 

P-D 

693 

7.7 

-60.1 

Kansas  City  P&L 

NR 

NM 

18.9 

800 

5.3 

5.7 

First  Interstate  Bncp 

NR 

NM 

P-D 

816 

5.0 

-7.0 

Kansas  City  Southern 

NR 

NM 

DP 

938 

1.1 

2.7 

First  Mississippi 

NR 

NM 

-39.1 

658 

8.5 

16.7 

Kansas  Gas  &  Elec 

NR 

NM 

19.6 

766 

6.1 

9.2 

Fleetwood  Enterprises 

NR 

NM 

-23.7 

894 

2.8 

-2.7 

Kerr  Glass  Mfg 

NR 

NM 

D-D 

887 

3.1 

5.3 

Fleming  Cos 

NR 

NM 

9.5 

314 

16.0 

-3.6 

Kerr-McGee 

NR 

NM 

-12.4 

990 

-3.7 

15.6 

Fluor 

NR 

NM 

29.5 

745 

6.6 

14.9 

KN  Energy 

NR 

NM 

DP 

1010 

-5.7 

13.4 

Foodaiama  Supermkts 

NR 

NM 

130.2 

831 

4.6 

20.1 

Kroger 

NR 

NM 

DP 

861 

3.7 

7.3 

Foremost  Corp  of  Amer  NR 

NM 

P-D 

NR 

NM 

-4.5 

LA  Gear 

NR 

NM 

-13.4 

NR 

NM 

70.9 

LB  Foster 

NR 

NM 

-45.7 

1043 

-10.5 

-2.1 

Landmark  Land 

NR 

NM 

P-D 

200 

21.3 

-12.1 

Foster  Wheeler 

NR 

NM 

16.9 

968 

-2.3 

20.1 

LG&E  Energy 

NR 

NM 

-16.9 

NR 

NM 

5.0 

D-D:  Deficit  to  deficit 

DP;  Deficit  to  profit.     P-D;  P 

rofit  to  deficit-      .\'A 
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R 

s 
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share — 

Fa 

share — 
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O"  t 
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5-year 
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aaies- 
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average 
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average 

12mos 

average 

12mos 

Company 

rank 

% 

% 

rank 

%      • 

% 

Company 

rank 

% 

% 

rank 

% 

% 

Coup 

Lifetime 

NR 

NM 

254.8 

NR 

NM 

55.8 

Oracle  Systems 

NR 

NM 

-23.1 

2 

124.4 

49.5 

iM3l 

Litton  Industries 

NR 

NM 

2.8 

927 

1.7 

3.2 

Orion  Capital 

NR 

NM 

-7.7 

280 

17.4 

0.5 

Soiiili 

LIVE  Entertainment 

NR 

NM 

-51.6 

239 

18.9 

69,1 

Oshkosh  Truck 

NR 

NM 

-89.4 

562 

10.5 

13.5 

Swtk 

Lone  Star  Industries 

NR 

NM 

P-D 

1063 

-20.8 

-21,6 

Owens-Corning 

NR 

NM 

-16.5 

962 

-2.1 

13.4 

>«tli 

Lone  Star  Tech 

NR 

NM 

D-D 

486 

11.9 

-8,8 

Pacific  Enterprises 

NR 

NM 

P-D 

747 

6.5 

5.4 

'm 

Long  Island  Lighting 

NR 

NM 

DP 

889 

3.1 

8,4 

PaineWebber  Group 

NR 

NM 

36.4 

468 

12.3 

9.3 

JStdC 

Louisiana  Land 

NR 

NM 

8.0 

1046 

-11.4 

15,4 

Pan  Am 

NR 

NM 

D-D 

NR 

NM 

11.8 

jSunil 

LSI  Logic 

NR 

NM 

DP 

60 

43.4 

15,5 

Panhandle  Eastern 

NR 

NM 

DP 

1026 

-7.5 

67.9 

Sli« 

LTV 

NR 

NM 

-50.8 

966 

-2.3 

-5.4 

Pathe  Communications 

NR 

NM 

DP 

NR 

NM 

-25.6 

yk 

LVI  Group 

NR 

NM 

D-D 

27 

61.8 

-24.2 

Penn  Central 

NR 

NM 

-32.8 

1044 

-10.8 

20.2 

$mi 

M/A-Com 

NR 

NM 

P-D 

1052 

-13.6 

-15.1 

Pennzoil 

NR 

NM 

P-D 

978 

-2.9 

-15.2 

TO 

Magma  Copper 

NR 

NM 

17.2 

206 

20.9 

20.0 

Peoples  Energy 

NR 

NM 

-13,4 

1032 

-8.6 

-1.9 

Telf 

MAI  Systems 

NR 

NM 

DP 

583 

10,0 

346.1 

Perini 

NR 

NM 

156.8 

936 

1.2 

25.9 

Tenn 

Manor  Care 

NR 

NM 

25.4 

610 

9.5 

13.8 

Perkin-Elmer 

NR 

NM 

DP 

1018 

-6.5 

6.8 

Im 

Manufacturers  Hanover  NR 

NM 

DP 

NR 

NM 

-10.6 

Perry  Drug  Stores 

NR 

NM 

500,0-1- 

512 

11.4 

-2.4 

Itso 

Mattel 

NR 

NM 

36.2 

843 

4,3 

20.3 

Petroleum  Heat  &  Pwr 

NR 

NM 

D-D 

273 

17.6 

21.4 

iij 

Maxtor 

NR 

NM 

109.1 

28 

61.7 

57.3 

Phelps  Dodge 

NR 

NM 

-61.6 

109 

29.2 

-5.6 

Tho 

Maxus  Energy 

NR 

NM 

D-D 

1059 

-17.1 

11.0 

PHH 

NR 

NM 

-27.0 

117 

28.7 

9.1 

Tit/ 

Maxxam 

NR 

NM 

134,9 

13 

79.2 

12.1 

Philadelphia  Elec 

NR 

NM 

-76,0 

902 

2.6 

9.2 

Tim 

Maytag 

NR 

NM 

-24.7 

593 

9.8 

13,1 

Phillips  Petroleum 

NR 

NM 

-92.4 

1007 

-5.6 

3.2 

Tim 

McCaw  Cellular 

NR 

NM 

DP 

4 

105.4 

100.8 

Pic  'N'  Save 

NR 

NM 

-62.7 

348 

14.9 

15.9 

Tonl 

McDermott  Intl 

NR 

NM 

D-D 

1016 

-6.2 

2.6 

Pinkerton 

NR 

NM 

NA 

86 

33.9a 

NA 

Tos 

MCI  Communications 

NR 

NM 

-49.5 

140 

26.3 

19.3 

Pinnacle  West 

NR 

NM 

D-D 

423 

13.2 

2.6 

Tow 

MDC  Holdings 

NR 

NM 

D-D 

141 

26.2 

-29.7 

Pioneer  Hi-Bred  Intl 

NR 

NM 

-24.6 

885 

3.2 

11.2 

Ira 

Mellon  Bank 

NR 

NM 

9.4 

912 

2.2 

-2.5 

Pittston 

NR 

NM 

-53.9 

763 

6.2 

7.6 

Tiin 

Mercantile  Bancorp 

NR 

NM 

DP 

866 

3.5 

4,1 

Pittway 

NR 

NM 

-15.7 

560 

10.6 

12.1 

Ik 

Meritor  Savings  Bank 

NR 

NM 

D-D 

NR 

NM 

-34,9 

Ply  Gem  Industries 

NR 

NM 

-41.0 

125 

27.7 

19.5 

Tub 

Merrill  Lynch 

NR 

NM 

P-D 

405 

13.6 

-1,6 

Portland  General 

NR 

NM 

-97.7 

NR 

NM 

5.9 

DAI 

Fred  Meyer 

NR 

NM 

P-D 

608 

9.5 

14.0 

Premark  Intl 

NR 

NM 

-50.6 

625 

9.1 

4.3 

Udi 

MicroAge 

NR 

NM 

52.1 

58 

44.0 

71.0 

Premier  Bancorp 

NR 

NM 

DP 

903 

2.6 

-3.7 

Uiu 

Micron  Technology 

NR 

NM 

-95.4 

55 

44.6 

-25.3 

Preston 

NR 

NM 

P-D 

297 

16.7 

6.3 

Cm 

Midway  Airlines 

NR 

NM 

P-D 

120 

28.3 

32,1 

Procter  &  Gamble 

NR 

NM 

12,6 

533 

11.1 

14.5 

Um 

Mine  Safety  Appliance 

NR 

NM 

7.7 

944 

0,9 

10,3 

Provident  Life  &  Ace 

NR 

NM 

31,9 

349 

14.8 

1.9 

DA 

Mitchell  Energy 

NR 

NM 

90.9 

1030 

-7.8 

12,0 

PS  Group 

NR 

NM 

P-D 

1066 

-24.5 

11.5 

Uu 

MLX 

NR 

NM 

P-D 

NR 

NM 

1,6 

Public  Service  Colo 

NR 

NM 

-6,9 

953 

-0.8 

-5.4 

\k 

Monarch  Capital 

NR 

NM 

P-D 

473 

12,1 

-3,7 

Public  Service  NH 

NR 

NM 

P-D 

853 

3.9     • 

7.0 

Uu 

Montana  Power 

NR 

NM 

-2.3 

702 

7,5 

6,9 

Quanex 

NR 

NM 

-22,7 

698 

7.6 

27.7 

US 

IP  Morgan  &  Co 

NR 

NM 

DP 

659 

8.5 

2,1 

Reliance  Group 

NR 

NM 

DP 

402 

13.7 

12.6 

US 

Morgan  Products  Ltd 

NR 

NM 

P-D 

617 

9.4 

-3.6 

Republic  New  York 

NR 

NM 

DP 

252 

18.2 

6.8 

Ui 

Morrison  Knudsen 

NR 

NM 

DP 

NR 

NM 

-19.0 

Reynolds  &  Reynolds 

NR 

NM 

-9,1 

259 

18.1 

-1.1 

US 

Morton  International 

NR 

NM 

57.4 

703 

7,5 

20.6 

Roadway  Services 

NR 

NM 

7.3 

463 

12.3 

12.8 

Us 

Multimedia 

NR 

NM 

30.0 

633 

8,9 

4,1 

HH  Robertson 

NR 

NM 

D-D 

1002 

-5.3 

3.1 

US 

Murphy  Oil 

NR 

NM 

104.6 

1020 

-6.7 

12.4 

Rochester  Telephone 

NR 

NM 

-20.1 

662 

8.5 

8.4 

Vi 

Natl  Convenience 

NR 

NM 

D-D 

877 

3,4 

-1,3 

Ross  Stores 

NR 

NM 

-23.8 

153 

25.5 

10.2 

Vi 

National  Education 

NR 

NM 

P-D 

176 

23,4 

-12,6 

Salant 

NR 

NM 

P-D 

181 

22.7 

-14.1 

Va 

National  Intergtoup 

NR 

NM 

P-D 

NR 

NM 

-4,6 

Salomon 

NR 

NM 

15.0 

459 

12.5 

14.8 

Vi 

National  Medical 

NR 

NM 

55.0 

551 

10,7 

0,4 

San  Diego  G&E 

NR 

NM 

20.5 

786 

5.7 

-14.5 

Vi 

Natl  Semiconductor 

NR 

NM 

D-D 

870 

3,4 

7,5 

Santa  Fe  Pacific 

NR 

NM 

P-D 

1058 

-16.3 

-2.7 

Vii 

National-Standard 

NR 

NM 

D-D 

891 

2,9 

-7.9 

Savin 

NR 

NM 

D-D 

983 

-3.3 

0.8 

V 

Navistar  Intl 

NR 

NM 

P-D 

NR 

NM 

-11.7 

Scana 

NR 

NM 

50.5 

NR 

NM 

2.9 

w 

Newmont  Mining 

NR 

NM 

206.4 

1009 

-5,7 

12.5 

Schlumberger 

NR 

NM 

23.9 

1005 

-5.3 

6.6 

w 

Nicor 

NR 

NM 

11.1 

1033 

-8,9 

1.5 

Scientific-Atlanta 

NR 

NM 

8.6 

765 

6.1 

5.4 

w 

Nipsco  Industries 

NR 

NM 

-38.9 

1008 

-5,6 

1.0 

EW  Scripps 

NR 

NM 

-27.2 

607 

9.5 

3.3 

w 

Norfolk  Southern 

NR 

NM 

-1.7 

814 

5.1 

0.3 

Seagate  Technology 

NR 

NM 

11.2 

54 

44.9 

84.1 

w 

Nortek 

NR 

NM 

D-D 

214 

20.3 

-4.9 

Sears,  Roebuck 

NR 

NM 

13.5 

737 

6.8 

4.5 

w 

Northeast  Federal 

NR 

NM 

D-D 

530 

11,2 

-32.3 

Sequa 

NR 

NM 

-9.6 

182 

22.7 

19.8 

w 

Northern  Telecom 

NR 

NM 

142.3 

516 

11,4 

14.1 

Service  Corp  Intl 

NR 

NM 

P-D 

256 

18.2 

-0.1 

w 

Northrop 

NR 

NM 

DP 

739 

6.6 

-6.3 

Service  Merchandise 

NR 

NM 

-34.3 

454 

12.5 

7.3 

H 

Nynex 

NR 

NM 

-29.8 

734 

6,9 

3.4 

Shawmut  National 

NR 

NM 

P-D 

321 

15.9 

-4.2 

\ 

Old  Republic  Intl 

NR 

NM 

107.6 

368 

14,4 

7.6 

Signet  Banking 

NR 

NM 

-42.1 

382 

14.1 

14.2 

m 

Omnicom  Group 

NR 

NM 

14.1 

601 

9,6 

19.2 

AO  Smith 

NR 

NM 

-43.0 

895 

2.8 

-7.7 

1 

Oneida 

NR 

NM 

-41.1 

585 

10,0 

1.4 

Smith  International 

NR 

NM 

DP 

1061 

-18.5 

16.6 

I 

r)  D.  Deficil  to  deficit      1 

)-P:  Deficit  U)  pr( 

)fit.      P-D:  P 

•ofit  to  deficit.       NA 
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CaIa^ 

oaies— 
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5-year 
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5-year 
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average 
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average 
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average 

12  mos 

average 
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Company 

rank 

% 

% 

rank 

% 

% 

Company 

rank        % 

% 

rank 

% 

% 

Sonat 

NR 

NM 

-15.4 

1042 

-10.3 

-11.5 

Westmoreland  Coal 

NR        NM 

9.2 

951 

-0.6 

-5.7 

Southdown 

NR 

NM 

31.1 

340 

15.3 

-9.5 

Wheeling-Pittsburgh 

NR        NM 

-40.0 

782 

5.8 

-6.1 

Southeast  Banking 

NR 

NM 

P-D 

587 

9.9 

0.2 

Wholesale  Club 

NR        NM 

58.1 

21 

67.9 

38.7 

Southwest  Airlines 

NR 

NM 

-20.0 

493 

11.8 

15.8 

Wicor 

NR        NM 

-28.8 

980 

-3.1 

-5.7 

Sprague  Technologies 

NR 

NM 

D-D 

1021 

-6.9 

-19.7 

Williams  Cos 

NR        NM 

58.6 

1054 

-14.1 

11.7 

Std  Commercial 

NR 

NM 

DP 

263 

17.8 

3.0 

Winnebago  Industries 

NR        NM 

D-D 

937 

1.2 

-23.4 

Standex  Internationa! 

NR 

NM 

16.8 

858 

3.7 

7.0 

Wisconsin  Public  Svc 

NR        NM 

-0.5 

958 

-1.9 

-4.6 

Stewart  &  Stevenson 

NR 

NM 

-1.3 

221 

19.7 

13.3 

WLR  Foods 

NR        NM 

-21.5 

630 

9.0 

7.2 

Sudbury 

NR 

NM 

-100.0 

30 

61.1 

-14.4 

Wyman-Gordon 

NR        NM 

D-D 

1000 

-5.0 

15.7 

Sundsttand 

NR 

NM 

68.7 

707 

7.4 

1.3 

Zenith  Electronics 

NR        NM 

D-D 

NR 

NM 

-24.2 

TCF  Financial 

NR 

NM 

P-D 

NR 

NM 

-14.1 

Air  &  Water  Tech 

NA 

D-D 

479 

12.0a 

-4.2 

Tele-Communications 

NR 

NM 

D-D 

40 

51.9 

24.4 

Alleghany 

NA 

27.2 

68 

39.9 

32.8 

Tenneco 

NR 

NM 

-29.4 

961 

-2.0 

5.3 

Allegheny  Ludliim 

NA 

-28.2 

494 

11.8 

-15.7 

Teradyne 

NR 

NM 

P-D 

740 

6.6 

-9.6 

Allergan 

NA 

NA 

130 

27.1 

4.7 

Tesoro  Petroleum 

NR 

NM 

DP 

1064 

-23.3 

32.0 

American  Medical 

NA 

D-D 

674 

8.1 

-7.4 

Texas  Utilities 

NR 

NM 

22.0 

931 

1.4 

4.5 

AmeriFirst  Bank 

NA 

D-D 

979 

-3.1 

-11.1 

Thorn  Apple  Valley 

NR 

NM 

P-D 

965 

-2.3 

10.9 

Anchor  Savings  Bank 

NA 

D-D 

787 

5.7 

10.1 

TIE/communications 

NR 

NM 

D-D 

1051 

-13.1 

-30.7 

Baroid 

NA 

64.7 

1049 

-12.6 

15.2 

Time  Warner 

NR 

NM 

P-D 

285 

17.1 

96.7 

Beckman  Instruments 

NA 

-15.3 

616 

9.4 

0.5 

Timken 

NR 

NM 

-55.1 

690 

7.9 

-1.5 

Burlington  Resources 

NA 

-49.0 

1062 

-20.4a 

4.9 

Tonka 

NR 

NM 

P-D 

48 

46.5 

-12.6 

Cyclops  Industries 

NA 

P-D 

236 

19.0 

-11.3 

Tosco 

NR 

NM 

161.9 

999 

-5.0 

54.7 

Eagle  Food  Centers 

NA 

-11.9 

959 

-1.9 

4.2 

Town  &  Country 

NR 

NM 

125.0 

44 

47.8 

17.7 

Eljer  Industries 

NA 

-^4.3 

640 

8.8 

2.9 

Transco  Energy 

NR 

NM 

DP 

1006 

-5.6 

19.1 

ESCO  Electronics 

NA 

-73.1 

806 

5.2a 

-10.2 

Trinity  Industries 

NR 

NM 

^2.3 

146 

25.8 

5.6 

First  Brands 

NA 

-19.6 

NA 

-5.6 

Tucson  Electric 

NR 

NM 

D-D 

594 

9.7 

-16.5 

First  City  Bncp  Texas 

NA 

NA 

NA 

NA 

Turner  Broadcasting 

NR 

NM 

D-D 

102 

30.4 

34.1 

Foundation  Health 

NA 

DP 

19 

70.8b 

11.5 

UAL 

NR 

NM 

-43.3 

691 

7.8 

9.8 

Gaylord  Container 

NA 

P-D 

NA 

-3.7 

Union  Carbide 

NR 

NM 

-50.5 

NR 

NM 

-2.3 

Goldome 

NA 

DP 

NR 

NM 

3.0 

Union  Pacific 

NR 

NM 

7.5 

997 

-4.9 

12.1 

Henley  Group 

NA 

NA 

NA 

41.0 

Union  Texas  Petrol 

NR 

NM 

-80.3 

1057 

-15.3 

20.9 

Hillhaven 

NA 

NA 

485 

11.9a 

10.3 

Unisys 

NR 

NM 

D-D 

242 

18.7 

1.4 

ICH 

NA 

DD 

NA 

-14.9 

UA  Entertainment 

NR 

NM 

D-D 

177 

23.3 

33.7 

Illinois  Central 

NA 

NA 

1045 

-10.9a 

2.3 

United  HealthCare 

NR 

NM 

115.4 

65 

41.7 

40.0 

IMC  Fertilizer  Group 

NA 

-32.1 

878 

3.4 

-6.9 

United  Illuminating 

NR 

NM 

DP 

946 

0.8 

9.8 

InterTAN 

NA 

^0.2 

421 

13.3 

7.6 

United  Merchants 

NR 

NM 

D-D 

988 

-3.6 

-29.9 

Lyondell  Petrochem 

NA 

NA 

803 

5.3 

13.1 

US  Healthcare 

NR 

NM 

169.0 

85 

34.2 

35.3 

MCN 

;ma 

-27.2 

1035 

-9.5 

-6.3 

US  Home 

NR 

NM 

D-D 

1031 

-8.5 

-11.6 

Neiman  Marcus  Group 

NA 

300.0 

393 

13.9 

15.1 

United  Telecom 

NR 

NM 

-49.1 

189 

22.0 

12.5 

Oryx  Energy 

NA 

130.0 

1060 

-17.7 

49.2 

USAir  Group 

NR 

NM 

P-D 

79 



35.9 

2.6 

Penn  Traffic 

NA 

D-D 

81 

35.7 

40.4 

Uslico 

NR 

NM 

-5.3 

185 

22.5 

13.4 

People's  Bank 

NA 

NA 

588 

9.9 

4.8 

USX 

NR 

NM 

-5.0 

NR 

NM 

5.3 

Promus  Cos 

NA 

NA 

876 

3.4 

6.6 

Valero  Energy 

NR 

NM 

50.9 

1065 

-23.3 

28.2 

QVC  Network 

NA 

PD 

NA 

500.0  + 

Valley  National 

NR 

NM 

D-D 

845 

4.2 

-5.1 

Rexene 

NA 

NA 

544 

10.9 

-21.8 

Varian  Associates 

NR 

NM 

P-D 

708 

7.4 

-6.5 

Richfood  Holding 

NA 

DP 

627 

9.1 

-11.7 

Varity 

NR 

NM 

37.9 

401 

13.7 

39.8 

Riser  Foods 

NA 

DP 

NA 

-2.6 

Vista  Chemical 

NR 

NM 

-35.4 

620 

9.3 

-7.7 

Charles  Schwab 

NA 

66.7 

110 

29.2 

22.4 

Volt  Inio  Sciences 

NR 

NM 

-49.0 

805 

5.3 

9.3 

Smith  Corona 

NA 

-41.2 

266 

17.8b 

-14.7 

Vons  Cos 

NR 

NM 

DP 

339 

15.3 

3.2 

Standard  Fedl  Bank 

NA 

-18.9 

495 

11.8 

-3.8 

Wackenhut 

NR 

NM 

22.9 

554 

10.7 

14.4 

Sterling  Chemicals 

NA 

-39.5 

NA 

-12.9 

Wang  Laboratories 

NR 

NM 

D-D 

744 

6.6 

-10.4 

Talman  Home  Federal 

NA 

-26.6 

967 

-2.3 

-4.7 

Washington  Gas  Light 

NR 

NM 

3.3 

963 

-2.2 

-2.7 

Tredegar  Industries 

NA 

NA 

865 

3.5 

-9.5 

Washington  Mutual 

NR 

NM 

-9.2 

523 

11.2 

10.3 

TW  Holdings 

NA 

NA 

147 

25.8 

3.6 

Washington  National 

NR 

NM 

DP 

299 

16.6b 

2.4 

UNC 

NA 

P-D 

712 

7.3 

-15.2 

Weirton  Steel 

NR 

NM 

17.9 

815 

5.1 

-10.3 

Unitrin 

NA 

NA 

NA 

NA 

Wendy's  IntI 

NR 

NM 

46.2 

940 

1.0 

^.6 

UNUM 

NA 

38.3 

564 

10.5 

9.5 

Western  Digital 

NR 

NM 

-30.5 

33 

56.9 

7.9 

Viacom 

NA 

PD 

80 

35.8 

10.6 

Western  Union 

NR 

NM 

D-D 

1039 

-10.0 

-10.6 

Waban 

NA 

NA 

46 

47.1 

19.4 

Westmark  Intl 

NR 

NM 

11.0 

222 

19.7 

13.9 

Wheelabrator  Tech 

NA 

-16.8 

334 

15.6a 

-20.1 

D-D:  Deficit  to  deficit 

DP:  Deficit  to  pi- 

)flt.       P-D:  P 

rofit  to  deficit       NA 

Not  availa 

hie.      NM:  Not  meaningful. 

NR:  Not  ranked 

a:  four-i 

ear  average      b:  Tli 

ee  \'ear 

average. 
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WHO'S  WHERE  IN 


THE  STOCK 
MARKET 

Too  bad  the  five-year  performance 
period  for  these  stocks 
didn't  end  lastfuly. 


By  Timothy  Dodman 


Industry 


Food,  drink  &  tobacco 


Health 


Chemicals 


Energy 


Tl  HE  Dow  Jones  industrials  rose  94%  between  Dec. 
31,  1985  and  July  \7 ,  1990— when  they  hit  their 
alltime  closing  high  of  almost  3000.  Since  then,  the 
market  is  off  by  15%,  giving  it  an  overall  five-year  gain  of 
nearly  66%,  or  10.6%  compounded  annually. 

This  is  a  pretty  good  showing,  but  it  masks  weaknesses 
in  the  broader  stock  market.  While  the  big-stock  Dow  did 
well,  the  small-stock  Nasdaq  was  up  less  than  10%  over 
the  past  five  years — less  than  2%  on  an  annualized  basis. 

Despite  the  fact  that  our  industry  survey  is  weighted 
with  big  companies,  the  average  issue  in  our  stock  market 
report — which  excludes  the  biotechnology  companies — 
did  little  better  than  the  Nasdaq 
index.  The  average  five-year  in- 
crease of  the  1,078  survey  stocks 
ranked  in  our  stock  market  report 
is  only  12%.  This  isn't  as  good  as 
the  38%  risk-free  return  from 
Treasurys  over  the  same  period. 
Overall,  457  of  the  1,078  stocks 
declined  in  price.  Only  30%  rose 
50%  or  more,  and  just  55  stocks 
tripled  or  better.  Not  a  very  good 
showing  for  stocks  in  general. 

Those  with  a  historical  perspec- 
tive might  take  some  comfort  in 
the  market's  poor  performance 
during  the  last  part  of  1990.  Over 
the  past  12  years  there  have  not 
been  two  consecutive  years  of  de- 
clining stock  prices.  If  the  record 
holds,  1991  ought  to  be  a  pretty 
good  year  for  stocks. 

Blockbuster  Entertainment  is 
the  best-performing  stock  in  our 
survey.  This  Fort  Lauderdale,  Fla.- 
based  video  rental  company  gained 
over  3,000%  in  five  years.  In  1985 
Blockbuster  was  too  small  to  make 
our  list,  and  the  video  rental  indus- 
try was  in  its  infancy.  Now  Block- 
buster is  the  largest  of  its  kind, 
with  1,545  stores  and  around  15% 
of  the  $8  billion  (sales)  U.S.  video 
rental  market. 


STOCK  SCOREBOARD 


Price  change 
5-year*        l-yeart 


72.9% 


-7.4% 


67.0 


3.0 


61.3 


-14.7 


Consumer  nondurables 


Electric  utilities 


Forest  products  &  packaging 


Business  services  &  supplies 


Capital  goods 


Materials 


Computers  &  communications         8.7         -21.2 


Entertainment  &  information 


Transport 


Retailing 


Travel 


Aerospace  &  defense 


Insurance 


Consumer  durables 


Financial  services 


Construction 


Dow  industrials 


S&P  500 


•I'riCf  change  trom  12,'31/HS  to  1 1/14/90 
from  12/29/89  to  11/14/90.     , 


The  company  has  attracted  lots  of  interest  from  short, 
sellers  during  its  eight-year  history  as  a  public  company, 
but  most  of  them  wish  they  had  never  heard  of  the  stock. 
On  average,  its  shares  have  doubled  in  each  of  the  past  five 
years.  So  a  $10,000  stake  invested  in  Blockbuster  five  years 
ago  would  now  be  worth  just  over  $316,000. 

Home  Depot,  a  fast-growing  warehouse  retailer  of  home 
improvement  supplies,  saw  its  stock  price  shoot  up  over 
800%  in  five  years.  Fourth-place  Gap  is  up  almost  600% . 
This  is  the  fifth  straight  year  that  Gap  has  been  one  of  the 
25  top-performing  issues  in  our  survey — a  performance 
unmatched  by  any  other  company. 

As  might  be  expected,  financial  services  account  for 
almost  half  of  our  list  of  the  25  worst-performing  stocks. 
Columbia  Savings  &.  Loan  was  re- 
cently trading  at  3  cents  a  share. 
The  Beverly  Hills,  Calif.-based 
thrift  took  huge  losses  on  its  junk 
bond  holdings  and  was  hurt  by  de- 
faults on  its  mortgage  portfolio, 
collateralized  by  southern  Califor- 
nia real  estate. 

Declining  real  estate  prices  and 
the  junk  bond  debacle  proved  to  be 
the  downfall  of  a  good  number  of 
other  financial  institutions.  Amer- 
ican Capital,  CrossLand  Savings, 
Bank  of  New  England  and  First  Ex- 
ecutive declined  by  at  least  95%. 

Enstar  Group  is  another  big  loser 
with  ties  to  the  savings  and  loan 
industry,  but  one  with  a  unique 
story.  Up  until  1989  it  was  known 
as  Kinder-Care,  a  very  successful 
chain  of  child  care  centers.  Back  in 
1986  this  company  had  a  five-year 
stock  price  gain  of  243%.  But  the 
company  then  began  a  disastrous 
diversification  strategy  by  acquir- 
ing a  specialty  retailer  and  a  sav- 
ings and  loan,  Centerbanc.  Child 
care  was  seen  by  management  to 
be  in  the  way  of  its  broad  new 
plans.  So  it  sold  the  child  care  oper- 
ation in  November  1989,  making  it 
a  separate  publicly  held  company. 
Shareholders  got  only  rights  to  pur- 


49.5 


-9.8 


30.0 


-22.6 


20.1 


15.4 


-29.0 


15.2 


-33.3 


14. 


-25.7 


112 


-31.8 


8.4 


-.30.0 


-17.2 


1.9 


-25.4 


-8.5 


-37.6 


-8.5 


18.4 


-10.5 


-26.0 


-14.2 


-30.4 


-29.6 


-32.8 


-31.1 


-25.7 


65.5 


-7.0 


51.6 


-9.3 
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chase  shares  in  the  new  company.  Then  the  renamed 
Enstar  spun  off  equity  (value:  30  cents  per  share)  in  its 
American  Savings  &  Loan  unit  six  months  ago  to  Enstar 
stockholders.  Enstar  stock  is  practically  worthless  today. 
A  company's  shares  must  have  been  publicly  traded  as  of 
Dec.  31,  1987  to  be  ranked  in  the  following  table.  Firms 
that  underwent  a  major  merger  or  reorganization  during 
the  period  are  not  ranked  if  the  event  significantly  in- 

creased  or  decreased  stockholders'  equity. 

Companies  that  paid  out  a  special  cash  dividend  may  be 
ranked,  with  the  value  of  the  distribution  excluded  from 
their  stock  performance. 

This  year  our  stock  market  table  includes  1991  earnings 
estimates.  These  figures  come  from  the  Institutional  Bro- 
kers Estimate  System,  a  service  of  the  New  York  brokerage 
firm  Lynch,  Jones  &.  Ryan.  ■ 

1 

THE  BEST  COMPANIES  OF  1985  90 

THE  WORST  COMPANIES  OF  1985  90 

5-year               Recent 
Company                                                            price  change            price 

5-year               Recent 
Company                                                            price  change            price 

Blockbuster  Entertainment                                  3060.5%             22'/i 

Columbia  S&L  Association                                    -99.7%                '/^ 

Home  Depot                                                              851.9                351/4 

United  Merchants  &  Manufacturers                     -98.7                     '/4 

Compaq  Computer                                                   679.3                51ys 

American  Capital                                                     -98.1                      % 

Gap                                                                             582.5                30'/2 

CrossLand  Savings  FSB                                            -97.8                     % 

Jacobs  Engineering                                                   532.4                23 

Western  Union                                                         -97.7                     % 

Stewart  &  Stevenson                                                529.0                32'/2 

Ames  Department  Stores                                        -97.5                    Vk 

Novell                                                                         527.4                30 

Enstar  Group                                                             -97.4                     '/» 

Microsoft                                                                   476.1a               69'/2 

MDC  Holdings                                                          -97  4                     Va 

LA  Gear                                                                     451.6a               IV/x 

First  Executive                                                          -96.9                     Vk 

Turner  Broadcasting                                                404.7                 11% 

Savin                                                                           -96.8                     Vh 

Stride  Rite                                                                 397.0                25yK 

AmeriFirst  Bank                                                       -96.6a                   'A 

NIKE                                                                          386.8                34*78 

LVI  Group                                                                 -96.4                     'A 

Philip  Morris  Cos                                                     342.5                48% 

TIE/communications                                               -96.4                    'A 

Schultz  Sav-O  Stores                                               330.4                 13% 

Bank  of  New  England                                              -95  3                   1  Vi 

Stanhome                                                                   321.8                29 

Great  American  Bank                                              -94  6                     % 

Newell  Co                                                                 320.3                23 '/a 

Circle  K                                                                      ^94  6                     'A 

Intelligent  Electronics                                             312.9b              16 

Highland  Superstores                                               -93.9                   1% 

Medtronic                                                                  312.6                89V4 

Homestead  Financial                                               -93.9                     'A 

Holly  Corp                                                                312.3                21'/8 

US  Home                                                                   -92.9                     % 

Albertson's                                                                306.2                ^3, 

Communications  Transmission                            -92.0b                  '/2 

Merry-Go-Round  Enterprises                                 288.4                 17% 

MAI  Systems                                                            -91.5a                  'V^, 

Waste  Management                                                 283.1                34 

Data  General                                                             -91.2                  4 

USTInc                                                                     281.4                33 'A 

Meritor  Savings  Bank                                              -90.7                   '7,^ 

Danaher                                                          ^          277.9                 14% 

LTV                                                                            -90-7                    %' 

Federal  National  Mortgage                                      276.8                32'/2 

Monarch  Capital                                                      -90  0                  5'/2 

Note:  E.xcept  as  indicated,  price  change  from  12/31/85  to  11/14/90.     a:  Four-ye 

arp 

rice  cliangc      h  Three  vear  price  change. 

Sources  I'oiibes:  Media  Genei'at,  via  Lotus  One  Source 

FORRF.S    lANUARY  7    1991 

)n5 

w 

1  THE  STOCK  MARKET 

i:  m 

HO'S  WHERI 

EIN 

^~« 

1' 

5-year 

1986-90 

Earnings 

per  share 

Indicated 

Book 

price 

price 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 

Recent 

rajige 

12  mos 

estimate 

earnings 

sales 

dividend 

yield 

per  share 

value 

Rank 

Company 

% 

price 

high 

low 

$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil        L 

644 

AAR  Corp 

-5.4 

10% 

38 

10 

1.60 

1.62 

6.8 

0.39 

0,48 

4.4 

11.79 

175 

93 

Abbott  Laboratories 

150.8 

42% 

46 

16 

2.14 

2.57 

20.0 

3.15 

0.84 

2.0 

6.16 

18,609 

375 

Acme  Steel 

39.2a 

13% 

26 

8 

0.92 

2.25 

14.9 

0.16 

none 

0.0 

27.63 

73 

323 

Adia  Services 

51.2 

15'/2 

32 

10 

1.44 

1.74 

10.8 

0.29 

0.16 

1.0 

13.38 

193 

1038 

Advanced  Micro 

-83.6 

4V4 

34 

4 

-0.10 

0.22 

def 

0.36 

none 

0.0 

7.85 

390 

296 

ADVO-System 

57.1a 

11 

13 

4 

0.95 

1.14 

11.6 

0.21 

none 

0.0 

3.53 

141 

801 

Aetna  Life  &  Cas 

-30.1 

373/8 

68 

29 

5.38 

6.07 

6.9 

0.21 

2.76 

7.4 

61.94 

4,165 

NR 

Affiliated  Pubs 

NA 

TVs 

14 

6 

0.46 

0.45 

15.5 

0.92 

0.24 

3.4 

2.87 

499 

696 

HF  Ahmanson 

-13.6 

14 

29 

11 

2.51 

2.73 

5.6 

0.30 

0.88 

6.3 

20.22 

1,386 

NR 

Air  &  Water  Tech 

NA 

18 

30 

12 

-0.39 

1.20 

def 

0.69 

none 

0.0 

3.45 

404 

175 

Air  Express  Intl 

93.5 

15 

22 

7 

2.22 

2.05 

6.8 

0.13 

none 

0.0 

8.41 

73 

283 

Air  Prods  &  Chems 

61.0 

51% 

61 

29 

4.15 

4.25 

12.4 

0.99 

1.44 

2.8 

26.23 

2,872 

220 

Airborne  Freight 

80.6 

17% 

27 

6 

1.99 

2.09 

8.7 

0.29 

0.30 

1.7 

10.65 

326 

589 

Alaska  Air  Group 

3.9 

16% 

31 

12 

1.82 

1.80 

9.2 

0.22 

0.20 

1.2 

22.08 

224 

761 

Albany  International 

-23.5b 

10% 

24 

8 

0.76 

0.66 

13.3 

0.48 

0.35 

3.5 

9.26 

255    ,      . 

38 

Alberto-Culver 

240.4 

25 

28 

7 

1.30 

1.48 

19.2 

0.90 

0.20 

0.8 

6.11 

713 

20 

Albertson's 

306.2 

33 

38 

8 

1.65 

1.99 

20.0 

0.55 

0.48 

1.5 

6.94 

4,413 

384 

Alcan  Aluminium 

37.7 

i7y4 

25 

12 

2.07 

1.97 

8.6 

0.46 

1.12 

6.3 

20.13 

3,978 

238 

Alco  Standard 

73.1 

33 

38 

15 

2.56 

3.55 

12,9 

0.31 

0.88 

2.7 

14.76 

1,347 

809 

Alexander  &  Alexander 

-32.3 

22'/2 

42 

16 

1.19 

1.65 

18.9 

0.70 

1.00 

4.4 

9.28 

913 

358 

Alexander  &  Baldwin 

43.9 

20 '/2 

39 

14 

2.36 

2.49 

H.7 

1.34 

0.88 

4.3 

13.13 

946 

836 

Alexander's 

-37.0 

24"/2 

77 

21 

-0.79 

NA 

def 

0.26 

none 

0.0 

20.88 

122 

439 

Alleghany 

27.5a 

79'/! 

106 

57 

10.33 

8.00 

7.7 

0.38 

none 

0.0 

93.92 

523 

396 

Allegheny  Ludlum 

35.5b 

22% 

34 

10 

2.73 

2.86 

8.1 

0.70 

0.88 

4.0 

9.80 

744 

537 

Allegheny  Power 

12.1 

37% 

54 

31 

3.60 

3.87 

10.3 

0.85 

3.16 

8.5 

29.98 

1,972 

863 

Allen  Group 

-41.9 

12% 

27 

6 

1.38 

1.49 

9.0 

0.29 

none 

0.0 

12.59 

104 

NR 

Allergan 

NA 

14 ','4 

26 

12 

0.68 

1.33 

21.0 

1.13 

0.28 

2.0 

7.10 

962 

1032 

Allied  Products 

-79.9 

4% 

46 

3 

-5.11 

-0.44 

def 

0.05 

none 

0.0 

19.82 

25 

870 

Allied-Signal 

-42.8 

26% 

55 

25 

3.32 

3.39 

8.1 

0.30 

1.80 

6.7 

23.53 

3,700 

104 

Alltel 

137.4 

31'/k 

42 

13 

2.24 

2.53 

13.9 

1.61 

1.40 

4.5 

13.30 

2,513 

389 

Alcoa 

36.7 

52% 

80 

33 

6.89 

7.41 

7.6 

0.42 

3.00 

5.7 

59.41 

4,539 

989 

AM  International 

-70.8 

1% 

9 

1 

-1. 00 

0.35 

def 

0.89 

none 

0.0 

3.34 

82 

401 

AMAX 

34.9 

18% 

30 

11 

2.56 

2.91 

7.2 

0.43 

0.80 

4.4 

23.53 

1,611 

974 

AMC  Entertainment 

-67.4 

3% 

16 

3 

-1.42 

0.16 

def 

0.14 

none 

0.0 

2.71 

60 

210 

Amdahl 

83.0 

13% 

28 

7 

1.49 

1.56 

9.0 

0.69 

0.10 

0.7 

10.80 

1,477 

217 

Amerada  Hess 

81.2 

49% 

56 

17 

3.94 

3.73 

12.5 

0.66 

0.60 

1.2 

31.69 

.  3,999 

842 

America  West  Airlines 

-38.3 

6% 

13 

4 

-0.92 

-0.60 

def 

0.10 

none 

0.0 

4.72 

122 

861 

American  Bankers 

-41.6 

8% 

17 

6 

1.66 

1.78 

5.0 

0.16 

0.50 

6.1 

12.18 

119 

114 

American  Brands 

129.2 

37% 

41 

16 

3.85 

4.11 

9.8 

0.88 

1.54 

4.1 

15.19 

7,239 

513 

American  Building 

15.0 

28% 

42 

15 

2.40 

NA 

12.0 

0.17 

0.94 

3.3 

17.67 

114 

1076 

American  Capital 

-98.1 

i/s 

9 

7 

-2.71 

NA 

def 

0.01 

none 

0.0 

1.64 

3 

NR 

American  Cap  &  Res 

NA 

9% 

15 

7 

0.63 

0.84 

15.7 

0.32 

none 

0.0 

3.62 

172 

236 

American  Cyanamid 

73.5 

49% 

62 

27 

3.51 

4.29 

14.2 

1.04 

1.35 

2.7 

24.30 

4,778 

489 

American  Electric 

19.6 

28'/. 

33 

23 

2.98 

3.18 

9.5 

0.99 

2.40 

8.5 

22.71 

5,213 

713 

American  Express 

-16.0 

22'/. 

41 

18 

0.65 

3.02 

34.2 

0.42 

0.92 

4.1 

13.14 

10,287 

352 

American  Family 

44.8 

15 

23 

10 

1.35 

1.74 

11.1 

0.48 

0.36 

2.4 

8.64 

1,221 

711 

American  General 

-15.4 

29 1/2 

51 

24 

4.56 

4.01 

6.5 

0.79 

3.20 

10.8 

40.38 

3,527 

619 

American  Greetings 

0.0 

32% 

42 

13 

2.35 

2.99 

13.9 

0.78 

0.70 

2.1 

18.89 

1,044 

292 

American  Home  Prods 

59.0 

50 

55 

31 

3.85 

4.35 

13.0 

2.31 

2.15 

4.3 

6.29 

15,699 

264 

American  Intl  Group 

66.9 

70% 

90 

39 

6.82 

7.31 

10.4 

0.99 

0.44 

0.6 

40.34 

15,021 

434 

American  Maize 

28.2 

17% 

27 

10 

0.39 

3.30 

45.2 

0.18 

0.64 

3.6 

21.96 

87 

NR 

American  Medical 

NA 

5 

9 

4 

-1.64 

NA 

def 

0.10 

none 

0.0 

6.63 

250 

759 

American  Natl  Ins 

-23.2 

29 

51 

23 

3.33 

3.72 

8.7 

0.78 

1.72 

5.9 

57.42 

810 

230 

American  Petrofina 

76.8 

80 

90 

38 

6.22 

NA 

12.9 

0.35 

3.20 

4.0 

68.61 

1,238 

805 

American  President 

-31.1 

13 

51 

10 

-4.02 

0.88 

def 

0.11 

0.60 

4.6 

29.35 

248 

800 

American  Stores 

-30.1 

451/4 

86 

42 

4.40 

5.21 

10.3 

0.07 

1.12 

2.5 

34.86 

1,560 

400 

American  Tel  &  Tel 

35.0 

33% 

47 

21 

2.52 

2.81 

13.4 

1.01 

1.32 

3.9 

11,84 

36,757 

654 

American  Water  Works 

-6.6 

15 

26 

13 

1.57 

1.90 

9.6 

0.83 

0.80 

5.3 

19.55 

459 

1068 

AmeriFirst  Bank 

-96.6a 

'A 

20 

t 

-7,19 

NA 

def 

0.01 

none 

0.0 

7.12 

3 

203 

Ametitech 

84.9 

65% 

68 

33 

4.86 

5.09 

13.5 

1.64 

3.16 

4.8 

30.91 

17,329 

827 

Ameritrust 

-35.9 

11% 

29 

9 

0.14 

2.76 

81.3 

0.33 

0.64 

5.6 

21.13 

425 

328 

Ameron 

50.0 

36 

53 

22 

3.37. 

NA 

10.7 

0.33 

1.28 

3.6 

35.07 

144 

1073 

Ames  Dept  Stores 

-97.5 

% 

35 

t 

-21.00 

0.24 

def 

0.01 

none 

0.0 

7.60 

24 

824 

Ametek 

-35.4 

9'/« 

20 

8 

0.83 

1.04 

11,0 

0,63 

0.64 

7.0 

4.40 

404 

Note:  Except  as  indicated,  price  changes  are  t 

rom  Dec.  i 

1,  1985  to 

Nov.  14 

1990.     t;  Less  than  $1 ,     NR:  Not  ranked  because  of 

merger,  spinoff,  reorga 

lization.  new 

•  issue  or 

conversion  to  stock  company.  Range  is  for  p 

eriod  sinct 

>  such  change,     a 

Four-\'ear  price  t 

hange.     b:  Three-year  price  chans 

>e.     c:  Does 

not  reflect 

special  cash  dividend   | 

paid. 

NA:  Not  available,     NM:  Not  meaning 

ful.     def:  I 

deficit. 

S( 

nirces:  I'oi 

hes;  Media  General.  Iiislilulional  Brokers  Esltmale  System,  a  service  0 

I'Lviicb,  Jones  &  Ryan.  1 

ia  Lotus  One  Source 
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5-year 

1986-90 

Earnings 

per  share 

Indicated 

Book 

price 

pr 

ce 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 

Recent 

range 

12  mos 

estimate 

earnings 

sales 

dividend 

yield 

per  share 

value 

Rank 

Company 

% 

price 

high 

low 

$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil 

262 

Amoco 

67.7 

51% 

60 

27 

3,32 

4.26 

15,6 

1.03 

2.04 

i.9 

26,75 

26,343 

502 

AMP 

17.7 

42% 

72 

a 

2,72 

3.06 

15,6 

1.53 

1.36 

3.2 

15,26 

4,516 

944 

Ampco-Pittsbuigh 

-57.5 

6 

19 

5 

0,79 

NA 

7,6 

0.26 

0.30 

5.0 

13,20 

57 

501 

AMR 

18.1 

48% 

108 

27 

3,37 

3,18 

14,5 

0.27 

none 

0.0 

60,54 

3,045 

765 

AmSouth  Bancorp 

-24.3 

1978 

39 

17 

2,54 

3,38 

7,8 

0.54 

1.44 

7.2 

23,25 

485 

813 

Anacomp 

-33.3 

21/4 

12 

1 

-4,34 

0.49 

def 

0.13 

none 

0.0 

-1.36 

86 

987 

Analog  Devices 

-70.3 

5% 

25 

6 

0,24 

0.63 

24,5 

0.61 

none 

0.0 

7.58 

279 

1010 

Anchor  Savings  Bank 

-74.7b 

Wa 

13 

1 

-8,98 

NA 

def 

0.02 

none 

0.0 

6.88 

22 

193 

Anheuser-Busch  Cos 

88.8 

39% 

46 

20 

2.91 

3.28 

13,7 

1.08 

1.00 

2.5 

12.72 

11,231 

478 

Aon 

21.5 

311/8 

43 

21 

3.70 

4.18 

8,4 

0.81 

1.52 

4.9 

22.50 

2,011 

243 

Apogee  Enterprises 

72.5 

161/2 

20 

8 

1.19 

1.65 

13,9 

0.38 

0.24 

1.5 

7.11 

226 

40 

Apple  Computet 

236.4 

37 

59 

11 

3.77 

4.10 

9,8 

0.80 

0.48 

1.3 

11.77 

4,432 

179 

Applied  Materials 

92.8 

20 

41 

8 

2.50 

2.36 

8.0 

0.57 

none 

0.0 

15.70 

326 

174 

Applied  Power 

93.8b 

15'/2 

27 

5 

1.48 

1.86 

10.5 

0.44 

0.12 

0.8 

6.89 

197 

89 

Archer  Daniels 

152.7 

22% 

26 

9 

1.59 

1.85 

14.4 

0.85 

0.10 

0.4 

11.99 

6,793 

156 

Arden  Group 

104.3 

47 

73 

19 

7.50 

NA 

6.3 

0,21 

none 

0.0 

27.10 

71 

71 

Argonaut  Group 

171.4a 

57 

78 

20 

8.70 

9.38 

6.6 

0.85 

1.60 

2.8 

50.35 

511 

487 

Arkla 

19.9 

21'/» 

28 

16 

1.23 

1.58 

17.2 

0.78 

1.08 

5.1 

7.76 

1,835 

933 

Armco 

-55.9 

41/8 

15 

4 

-0.78 

0.58 

def 

0.21 

0.40 

9.7 

11.06 

365 

581 

Armstrong  World  Inds 

5.3 

231/2 

51 

18 

4.05 

2,88 

5.8 

0.34 

1.16 

4.9 

25.96 

872 

1008 

Arrow  Electronics 

-74.6 

4 

17 

3 

0.40 

0.55 

10.0 

0.05 

none 

0.0 

9.19 

48 

778 

Arvin  Industries 

-26.9 

16 

40 

13 

1.08 

1.62 

14.8 

0.18 

0.68 

4.3 

20.46 

301 

407 

Asarco 

33.3 

24 '/2 

36 

10 

4.92 

3.19 

5.0 

0.46 

1.60 

6.5 

34.56 

1,015 

308 

Ashland  Oil 

55.2 

29 

43 

18 

3.27 

3.43 

8.9 

0.20 

1.00 

3.4 

20.21 

1,681 

718 

AST  Research 

-17.5 

25% 

31 

7 

3.36 

2.92 

7.6 

0,66 

none 

0.0 

12.67 

369 

994 

Atari 

-71.7a 

2 

16 

2 

0.09 

NA 

22.2 

0,27 

none 

0.0 

1.49 

115 

904 

Guy  F  Atkinson 

-51.3 

91/4 

20 

9 

-0.59 

1.00 

def 

0,09 

0.48 

5.2 

15.51 

81 

278 

Atlanta  Gas  Light 

62.7 

30'/2 

32 

19 

2.02 

2.44 

15.1 

0,67 

2.04 

6.7 

19.39 

672 

488 

Atlantic  Energy 

19.8 

34'/« 

47 

28 

3.47 

3.77 

9.8 

1,07 

2.96 

8.7 

28.54 

774 

158 

Atlantic  Richfield 

103.5 

129% 

142 

45 

9.15 

11.82 

14.2 

1,28 

5.00 

3.9 

39.09 

20,962 

208 

Automatic  Data 

83.1 

54 

60 

28 

2.95 

3.26 

18.3 

2.18 

0.70 

1.3 

15.27 

3,759 

623 

Avery  Dennison 

-1.0 

18% 

33 

15 

1.57 

1.88 

11.6 

0.45 

0.72 

3.9 

14.69 

1,131 

780 

Avnet 

-27.0 

25 

40 

19 

1.61 

2.11 

15.5 

0.51 

0.60 

2.4 

21.46 

896 

601 

Avon  Products 

2.3 

28% 

41 

19 

0.79 

3.00 

35,8 

0.48 

1.00 

3.5 

3.72 

1,603 

NR 

Avondale  Industries 

NA 

3V4 

22 

3 

-1.38 

1.70 

def 

0.08 

0.92 

24.5 

20.74 

57 

951 

Aztar 

-60.0 

3 

11 

2 

2.16 

0.40 

1,4 

0.25 

none 

0.0 

8.28 

122 

168 

Baker  Hughes 

97.3b 

26% 

35 

11 

1.06 

2.46 

25,4 

1.36 

0.46 

1.7 

8.07 

3,551 

1035 

Balfour  Maclaine 

-82.1a 

1% 

14 

t 

-4.53 

NA 

def 

0.01   ' 

none 

0.0 

4.46 

10 

668 

Ball  Corp 

-10.1 

27% 

49 

25 

1.94 

2.46 

14,3 

0.45 

1.16 

4.2 

18.93 

607 

1024 

Bally  Manufacturing 

-78.0 

3% 

30 

3 

-3.31 

0.53 

def 

0.05 

none 

0.0 

18.65 

102 

529 

Baltimore  G&E 

13.0 

28 '/4 

40 

22 

2.31 

2.92 

12,2 

1.09 

2.10 

7.4 

24.91 

2,347 

416 

Banc  One 

31.8 

25 '/2 

34 

15 

2.71 

3.17 

9,4 

1.20 

1.04 

4.1 

15.58 

4,034 

166 

Bancorp  Hawaii 

97.5 

421/2 

57 

21 

5.40 

6.06 

7,9 

0.79 

1.64 

3.9 

29.22 

707 

75 

Bandag 

164.6 

78% 

91 

29 

5.36 

5.95 

14,7 

2.01 

1.10 

1.4 

14.69 

1,142 

965 

Bank  of  Boston 

-64.6 

7% 

38 

6 

-3.24 

0.14 

def 

0.08 

0.40 

5.4 

26.51 

536 

1065 

Bank  of  New  England 

-95.3 

l'/4 

39 

1 

-20.79 

-1.38 

def 

0.03 

none 

0.0 

6.17 

87 

882 

Bank  of  New  York 

-44.9 

18% 

55 

13 

4.66 

4.44 

4,1 

0.24 

2.12 

11.2 

34.58 

1,313 

315 

BankAmerica 

52.8 

23% 

36 

5 

3.42 

5.23 

7,0 

0.42 

1.00 

4.2 

23.32 

5,053 

608 

Bankers  Trust  NY 

1.4 

37% 

58 

26 

7.57 

7.76 

4,9 

0.40 

2.33 

6.3 

26.29 

3,035 

562 

Banta 

8.4 

22% 

27 

14 

1.31 

2.38 

17,2 

0.49 

0.56 

2.5 

15.35 

286 

313 

CR  Bard 

53.5 

16% 

27 

9 

0.79 

1.04 

21,4 

1.15 

0.44 

2.6 

6.12 

894 

662 

Barnes  Group 

-8.2 

25% 

41 

24 

1,89 

2.85 

13,4 

0.28 

1.40 

5.5 

21.96 

153 

782 

Barnett  Banks 

-27.5 

21% 

42 

14 

2,62 

3.20 

8,3 

0.42 

1.32 

6.1 

27.01 

1,367 

NR 

Baroid 

NA 

5% 

7 

5 

0,28 

0.91 

19,2 

0.71 

0.20 

3.7 

NA 

398 

752 

Bassett  Furniture  Inds 

-22.0 

301/2 

51 

28 

1,24 

2.63 

24.6 

0.54 

1.25 

4.1 

32.42 

240 

181 

Bausch  &  Lomb 

91.4 

611/2 

73 

31 

4,19 

4.97 

14.7 

1.37 

1.32 

2.1 

23.91 

1,828 

258 

Baxter  International 

68.3 

261/2 

29 

15 

-0,27 

1.97 

def 

0.85 

0.64 

2,4 

13.87 

6,679 

900 

BayBanks 

-50.0 

15% 

51 

11 

-1,93 

1.61 

def 

0.23 

1.20 

7,6 

37.67 

252 

754 

Bear  Stearns  Cos 

-22.4 

8  1/2 

20 

6 

1,08 

1.04 

7.9 

0.35 

0.56 

6,6 

10.44 

830 

650 

Bearings 

-6.2 

15% 

33 

13 

1.28 

2.52 

12.2 

0.16 

0.64 

4,1 

19.01 

111 

NR 

Beckman  Instruments 

NA 

13% 

23 

12 

1.27 

1.45 

10.9 

0.51 

0.28 

2,0 

9.38 

400 

109 

Becton  Dickinson 

133.1 

721/4 

74 

31 

4.67 

6.02 

15.5 

1.34 

1.16 

1,6 

27.96 

2,703 

161 

Bell  Atlantic 

100.0 

531/4 

57 

25 

2.88 

3,85 

18.5 

1.73 

2.36 

4,4 

23.78 

20,907 

837 

Bell  Industries 

-37.1 

13% 

23 

11 

1.43 

1,56 

9.7 

0.20 

0.40 

2,9 

16.35 

80 

Note:  Except  as  indicated,  price  changes  are  f 

roni  Dec,  I 

1,1985  to 

Nov,  14 

,1990 

t:Le.ssthan$l,     NR 

Not  rajiked  because  dI 

merger,  spinoff,  reorga 

lization,  nev 

■  i.ssue  or  ' 

conversion  to  stock  compan\-  Range  is  for  p 

eriod  smct 

•  such  change,     a 

Four 

xear  price  c 

:hange,     b; 

Three-year 

price  chanj 

;e.     c:  Does 

not  reflect 

special  cash  dividend    | 

paid. 

NA:  Not  available.     NM:  Not  meaning 

ful,     def:  I 

deficit. 

5( 

jwces:  Foi 

■bes;  Media  Generc 

(/,  his 

liluliona/  Brokers  lislin 

ale  Syslein. 

a  sen  ice  Oj 

fl.vncl],  Jones  &  /iyan,  i 

ia  Lotus  One  Source 
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WHO'S  WHERE  IN  THE  STOCK  MARKET 


I 


Rank      Company 


5-year 

price 

change 

/o 


Recent 
price 


1986-90 

price 

range 

high,  low 


Earnings  per  share 
latest  1991 

12  mos      estimate 


Price/ 

earnings 

ratio 


Price/ 
sales 
ratio 


Indicated 

annual  Current 

dividend  yield 

$  % 


Book 

value  Market 

per  share  value 

$  $mil 


279 
551 
101 

685 
339 


BellSouth 
AH  Belo 
Bemis 

Beneficial  Corp 
Bergen  Brunswig 


62.6 

10.5 

142.0 

-12.6 

47.5 


53'/8 

28% 

27 

42*78 

26'/. 


59 
41 
38 
79 
30 


29 
21 
10 
29 

8 


3.61 
1.30 
1.94 
5.58 
1.82 


3.86 
1.71 
2.32 
6.07 
2.01 


14.7 
22.2 
13.9 
7.6 
14.4 


1.79 
1.24 
0.63 
0.56 
0.20 


2.68 
0.52 
0.72 
2.40 
0.40 


5.0 
1.8 
2.7 
5.7 
1.5 


27.21 
11.99 
10.45 
35.31 
11.46 


25,605 
540 
694 
949 
873 


342  WR  Berkley 

83  Berkshire  Hathaway 

854  Best  Buy  Co 

732  Bethlehem  Steel 

144  Betz  Laboratories 


46.7 
158.2 
-40.5 
-20.0 
112.5 


33%  47      20 

6275  8900  2200 

5V4  23        5 

12'/2  29        5 

38 '/4  40       18 


3.62 
331.13 
0.72 
1.04 
2.03 


4.82 

285.00 

0.98 

1.98 

2.24 


9.3 
19.0 

8.0 
12.0 
18.9 


0.72 
3.15 
0.08 
0.20 
1.92 


0.44 
none 
none 
0.40 
1.08 


1.3 
0.0 
0.0 

3.2 
2.8 


27.90 
4297.67 

7.99 
23.30 

9.07 


400 

7,191 

48 

948 
1,098 


935  Beverly  Enterprises 

918  BigB 

517  Bindley  Western  Inds 

347  Birmingham  Steel 

911  Black  &  Decker 


-56.7 

-53.2 

14.5 

45.5 

-52.3 


7% 

7 1/4 

10% 

12 

IOV4 


23  4 

19  5 

17  6 

30  8 

27  8 


0.18 
-0.41 
0.71 
1.14 
1.38 


0.34 
0.49 
1.07 
1.95 
1.59 


43.8 

def 

15.3 

iO.5 

7.4 


0.25 
0.12 
0.04 
0.33 
0.15 


none 
none 
0.06 
0.50 
0.40 


0.0 
0.0 
0.6 
4.2 
3.9 


6.29 

9.27 

7.84 

12.38 

12.24 


520 

54 

68 

145 

631 


587 
123 
200 
1 
885 


Blair 

H&R  Block 
Block  Drug 
Blockbuster 
Blount 


3.9 

121.5 

85.8 

3060.5 

-45.1 


29'/4 

42% 
331/4 

221/4 
8Vh 


43 
43 

37 

26         t 

21         7 


20 
18 
18 


3.91 
2.29 
2.74 
0.80 
1.03 


4.30 
2.97 

NA 
1.24 

NA 


7.6 
18.6 
12.2 
27.8 

8.1 


0.58 
2.12 
1.29 
2.79 
0.09 


0.60 

1.56 
0.80 
none 
0.45 


2.0 

3.7 
2.4 
0.0 
5.4 


12.21 
9.53 

19.43 
2.90 

13.18 


272 
2,250 

603 

1,630 

63 


719  Boatmen's  Bancshares 

610  Bob  Evans  Farms 

160  Boeing 

667  Boise  Cascade 

241  Borden 


-17.7 

1.3 

101.9 

-9.1 

72.9 


30 '/k 

12Vn 

46% 
25Vk 
29V4 


47 
20 
62 
52 
39 


25 
11 
15 
20 
15 


3.84 
0.87 
3.32 
2.86 
2.44 


4.27 
1.14 
5.04 
1.68 
2.83 


7.8 
14.2 
14.1 

9.0 
12.2 


0.69 
0.85 
0.64 
0.23 
0.57 


2.12 
0.26 
1.00 
1.52 
1.06 


7.0 
2.1 
2.1 
5.9 
3.6 


31.33 
6.93 
17.73 
43.07 
11.12 


1,045 

399 

16,244 

975 

4,401 


714  Boston  Edison 

755  Bowater 

702  Briggs  &  Stratton 

189  Bristol-Myers  Squibb 

NR  Broad 


-16.6 

-22.8 

-14.0 

89.4 

NA 


19i/« 
19 
26 
62  Va 
4 


28 
45 
42 
66 
13 


13 
16 
20 

28 
4 


-0.93 
2.68 
2.74 
1.84 
1.02 


1.94 
2.07 
2.51 
3.98 
1.84 


def 

7.1 

9.5 

34.1 

3.9 


0.60 
0.48 
0.38 
3.32 
0.15 


1.52 
1.20 
1.60 
2.12 
0.20 


7.9 
6.3 
6.2 
3.4 
5.0 


16.68 
25.81 
18.76 
9.67 
11.34 


741 
675 
376 
32,981 
129 


403  Brooklyn  Union  Gas 

134  Brown-Forman 

819  Brown  Group 

353  Browning-Ferris  Inds 

255  Bruno's 


34.3 

116.1 

-34.4 

44.6 

68.6 


29% 
67 

22'/s 
23% 

i4y4 


32 
92 
44 
49 
17 


19 

27 
20 
15 


2.14 
3.11 
1.97 
-0.29 
0.77 


2.63 
6.11 
2.61 
2.14 
0.88 


14.0 
21.5 
11.2 
def 
19.2 


0.74 
1.79 
0.21 
1.18 
0.49 


1.84 
2.08 
1.60 
0.64 
0.18 


6.2 
3.1 
7.2 
2.8 
1.2 


20.04 

20.86 

19.39 

8.33 

4.13 


733 
1,875 

386 
3,492 
1,204 


739  Brunswick 

763  Burlington  Coat 

NR  Burlington  Northern 

NR  Burlington  Resources 

1019  Businessland 


-20.9 
-24.0 

NA 

NA 

-77.0 


8% 

9 1/2 

271/8 
43 

1^/4 


30 

23 
39 

54 
18 


6 

8 
21 
23 

1 


0.93 
1.36 
3.45 
1.56 
-1.61 


0.72 
1.49 
3.54 
1.79 
-0.57 


9.3 
7.0 
7.9 
27.6 
def 


0.30 
0.21 
0.44 
3.31 
0.04 


0.44 
none 
1.20 
0.70 
none 


5.1 
0.0 
4.4 
1.6 
0.0 


9.92 
12.30 
14.33 
22.08 

5.91 


762 

169 

2,053 

6,017 

52 


906  Butler  Manufacturing 

784  Cablevision  Systems 

554  Cabot 

693  Caesars  World 

1046  CalFed 


-51.5c 
-27.8a 

10.3 
-13.3 

-86.7 


15V4 
13% 
28 '/s 
13% 
3% 


45 
47 
49 
43 
42 


14 
10 
23 
10 

2 


1.48 

-12.64 

2.73 

1.41 

-4.07 


2.15 
NA 
3.13 
1.64 
1.70 


10.6 
def 

10.3 
9.8 
def 


0.12 
0.56 
0.41 
0.38 
0.04 


none 
none 

1.04 
none 

0.12 


0.0 
0.0 
3.7 
0.0 
3.3 


9.27 

-19.82 

21.39 

10.93 

56.76 


71 
305 
692 
331 

91 


327 
145 
701 
231 
535 


CalMat 

Campbell  Soup 
C&S/Sovran 
Capital  Cities/ABC 
Capital  Holding 


50.4 
112.2 
-13.9 

75.5 
12.3 


211/4 

52% 
17% 
394 
33 


46  13 

62  22 

36  15 

633  208 

54  24 


3.70 
0.21 
2,55 
28.73 
3.84 


2.05 

2.96 

3.18 

31.19 

5.71 


5.7 

249.4 

7.0 

13.7 

8.6 


1.06 
1.08 
0.45 
1.28 
0.61 


0.64 
1.16 
1.56 
0.20 
1.20 


3.0 
2.2 
8.8 
0.1 
3.6 


17.43 
13.09 
22.34 
187.74 
29.61 


499 
6,801 
2,353 
6,818 
1,525 


86  Cardinal  Distribution 

499  Carl  Karcher 

753  Carlisle  Cos 

469  Carnival  Cruise  Lines 

957  Carolina  Freight 


154.9 
18.2 

-22.2 

22.9b 
-61.7 


23 'A 
6 1/2 
26% 
14% 
11 


25 
18 
44 
26 
43 


6 

5 
22 


1.11 
0.32 
2.71 
1.55 
-0.29 


1.50 
1.13 
3.36 
1.72 
1.41 


21.4 

20.3 

9.8 

9.5 

def 


0.32 
0.23 
0.36 
1.52 
0.10 


0.08 
0.08 
1.24 
0.48 
0.60 


0.3 
1.2 
4.7 
3.3. 
5.5 


9.42 
3.72 

25.86 
6.63 

19.66 


316 

119 

215 

2,010 

72 


329  Carolina  Power  &  Lt 

545  Carpenter  Technology 

978  Carter  Hawley  Hale 

155  Carter-Wallace 

858  Casey's  General  Store 


49.8 

11.3 

-69.1b 

104.7 

-41.0 


451/8 
381/a 

2% 

49% 

5y8 


48 
57 
15 
76 
20 


28 
29 

2 
24 

5 


3.36 

4.95 

-0.37 

3.40 

0.73 


4.34 
5.07 
0.41 
4.21 
0.81 


13.4 
7.7 
def 

14.5 
7.4 


1.42 
0.57 
0.03 
1.28 
0.12 


2.92 
2.40 
none 
0.92 
0.10 


6.5 
6.3 
0.0 
1.9 
1.9 


31.18 
36.43 
-6.49 
22.54 
6.95 


3,627 

328 

77 

760 

62 


555 
92 

588 
178 


AM  Casile  &  Co 
Castle  &  Cooke 
Caterpillar 
CBI  Industries 


10.1 

151.0 

3.9 

93.1 


10%  17 

32%  45 

43%  75 

38%  44 


7 
12 
37 
16 


0.80 
2.10 
3.02 
2.29 


1.21 
2.12 
3.18 
2.56 


12.7 
15.5 
14.4 
16.8 


0.15 
0.64 
0.39 
0.48 


0.68 

none 

1.20 

0.60 


6.7 
0.0 
2.8 
1.6 


9.66 
14.11 
44.11 
22.92 


74 
1,936 

4,425 
748 


Note:  Except  a,s  indicaled,  price  changes  aie  troni  Dec.  31.  1985  to  Nov,  14.  1990.  t:  Le.s.s  tlian  $1.  NK:  Not  ranked  becau.se  of  nierger,  .spinoff,  reorganization,  new  issue  or 
conversion  to  stocl<  company.  Range  i.s  For  period  since  such  change,  a:  l-'our-year  price  change,  b:  Tliree-\'ear  price  change,  c:  Docs  not  reflect  special  cash  dividend 
paid.     NA;  Not  available,     NM:  Not  meaningful,     def:  Deficit. 

Sources:  Forhes:  Media  Geiwrcil:  liislilnlkinal  Brokeis  lisliinate  Syslein.  a  service  of  Lynch,  Jones  &  Ryan,  via  Lotus  One  Source 
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5-year 

1986-90 

Earnings 

per  share 

Indicated 

Book 

price 

price 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 

Recent 

range 

12  mos 

estimate 

earnings 

sales 

dividend 

yield 

per  share 

value 

Rank 

Company 

% 

price 

high 

low 

$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil 

363 

CBS 

42.5 

165'/k 

226 

110 

12.69 

9,55 

13,0 

1.22 

4,40 

2.7 

105.37 

3,909 

500 

CDI 

18.2 

6V8 

19 

4 

0,69 

0,93 

9.6 

0.14 

none 

0.0 

5.20 

131 

125 

Centel 

120.6 

30% 

45 

13 

3,25 

0,90 

9.5 

2.00 

0,85 

2.8 

12.79 

2,587 

740 

Centerior  Energy 

-20.9a 

18 

28 

12 

1,56 

1,95 

11.5 

1.06 

1,60 

8.9 

19,99 

2,495 

645 

Centex 

-5.4 

24 

44 

15 

4,01 

3.35 

6.0 

0.16 

0,40 

1.7 

29,71 

362 

291 

Central  &  So  West 

59.1 

43V4 

45 

27 

3,73 

3.86 

11.7 

1.53 

2,76 

6.3 

28.13 

4,117 

768 

Central  Hudson  G&E 

-24.6 

llVs 

40 

17 

2.39 

2.53 

9.5 

0.68 

1,84 

8.1 

21.76 

337 

447 

Central  Maine  Power 

26.3 

18 

21 

13 

1,81 

2.05 

9.9 

0.68 

1,56 

8,7 

16.05 

517 

NR 

Central  Newspapers 

NA 

17 

26 

14 

1.22 

1.12 

13.9 

1.03 

0,40 

2,4 

9.74 

450 

272 

Central  Steel  &  Wire 

64.4 

600 

675 

350 

53.89 

NA 

11.1 

0.33 

31.50 

5,3 

510.85 

177 

622 

Champion  Intl 

-0.5 

24  Vj 

45 

23 

2.97 

2.13 

8.3 

0.45 

1.10 

4A 

38.56 

2,301 

717 

Charming  Shoppes 

-17.5 

9y8 

i7 

7 

0.72 

0.93 

13.4 

0.55 

0.12 

1.2 

5.25 

481 

257 

Charter 

68.4 

4 

6 

2 

-0,32 

0.50 

def 

0.33 

0.05 

1.3 

2.99 

187 

980 

Chase  Manhattan 

-69.3 

11 'A 

50 

10 

-2,67 

2.95 

def 

0.10 

1.20 

10.8 

36.40 

1,410 

844 

Chemed 

-39.0 

20 '/8 

45 

19 

1,96 

2.31 

10.3 

0.35 

1.96 

9.7 

16.53 

210 

999 

Chemical  Banking 

-72.7 

12% 

56 

10 

3,29 

2.81 

3.8 

0.14 

1.00 

8.1 

34.53 

1,121 

612 

Chesapeake 

1.0 

13 '/a 

27 

13 

1,23 

1,33 

10.7 

0.32 

0.72 

5.5 

15.27 

270 

221 

Chevron 

80.3 

68% 

82 

32 

1,72 

5,89 

40.0 

0.72 

3.10 

4.5 

42.19 

24,306 

692 

Child  World 

-13.2 

lOVs 

20 

8 

0.01 

NA 

1063.0 

0.14 

none 

0.0 

18.69 

121 

53 

Chiquita  Brands  Intl 

205.4 

281/4 

31 

7 

2.06 

2,54 

13.7 

0.25 

0.40 

1.4 

11.94 

1,071 

875 

Chrysler 

-43.9 

11  Vk 

48 

9 

-2.66 

0.69 

def 

0.09 

1.20 

10.3 

32.49 

2,621 

225 

Chubb 

78.6 

49 

51 

25 

5.48 

5.54 

8.9 

0.97 

1.32 

2.7 

32.62 

4,067 

856 

Cigna 

-40.9 

38 

77 

33 

5.10 

5.49 

7.5 

0.17 

3.04 

8.0 

70.59 

2,916 

446 

CILcorp 

26.4 

341/k 

43 

27 

2,84 

3.24 

12.0 

0.84 

2.46 

7.2 

25.77 

431 

39 

Cincinnati  Bell 

240.2 

23'/: 

35 

7 

1,40 

1.65 

16.8 

1.48 

0.76 

3.2 

9.14 

1,417 

390 

Cincinnati  Financial 

36.6 

77% 

90 

37 

7.60 

8.76 

10.2 

1.24 

2.44 

3.1 

62.65 

1,276 

399 

Cincinnati  G&E 

35.1 

29% 

32 

20 

4.17 

3.68 

7.2 

1.05 

2.40 

8.0 

25.06 

1,541 

884 

Cincinnati  Milacron 

-45.1 

9'/4 

35 

9 

0.26 

0.99 

37,5 

0.32 

0.72 

7.4 

9.07 

267 

556 

Cipsco 

10.1 

21% 

31 

20 

1.99 

2.17 

11.0 

1.23 

1.84 

8.4 

17.52 

748 

1063 

Circle  K 

-94.6 

'/: 

19 

t 

-18.33 

NA 

def 

0.01 

none 

0.0 

-7.67 

25 

192 

Circuit  City  Stores 

88.9 

1 1  Vj 

29 

6 

1,77 

1.87 

6.6 

0.24 

0.10 

0.9 

7.83 

540 

52 

Circus  Circus 

206.0 

44  V4 

71 

13 

2,49 

4.02 

18.0 

2.26 

none 

0.0 

5.63 

1,277 

874 

Citicorp 

-43.3 

14 

36 

11 

-0,65 

2.46 

def 

0.12 

1.78 

12,7 

25.36 

4,610 

646 

Clark  Equipment 

-5.4 

23% 

47 

16 

3,60 

3.44 

6.6 

0.28 

none 

0,0 

31.98 

412 

354 

Clorox 

44.4 

34% 

45 

22 

2,70 

2.63 

12.7 

1.23 

1.44 

4,2 

15.00 

1,868 

32 

CMS  Energy 

255.1 

26  V» 

40 

8 

2,69 

3.84 

9.9 

0.73 

0.48 

1.8 

23.97 

2,171 

669 

CNA  Financial 

-10.5 

57y4 

109 

47 

5,62 

5.56 

10.3 

0.37 

none 

0.0 

64.74 

3,571 

1000 

Coachmen  Industries 

-72.9 

3V8 

23 

4 

-0,46 

-0.13 

def 

o.io' 

0.08 

2.2 

9.27 

27 

992 

Coast  Savings  FinI 

-71.4 

4 

22 

2 

-3.S4 

1.38 

def 

0.05 

0.40 

10.0 

14.86 

61 

153 

Coastal  Corp 

107.0 

36 

40 

10 

1.97 

2.75 

18.3 

0.43 

0.40 

1.1 

17.19 

3,724 

45 

Coca-Cola 

222.2 

45% 

48 

13 

2.70 

2.37 

16.8 

3.05 

0.80 

1.8 

4.73 

30,294 

606 

Coca-Cola  Enterprises 

1.8a 

14'/> 

21 

11 

0.60 

0.70 

24.2 

0.44 

0.05 

0.3 

11.62 

1,745 

146 

Colgate-Palmolive 

111.5 

691/4 

74 

28 

4.41 

5.16 

15.7 

0.83 

1.80 

2.6 

20.99 

4,566 

605 

Collins  Foods  Intl 

1.8 

14 

24 

10 

1.32 

1.71 

10.6 

0.53 

0.20 

1.4 

11.20 

317 

470 

Columbia  Gas  System 

22.8 

48'/; 

57 

27 

2.54 

3.35 

19.1 

0.79 

2.20 

4.5 

35.50 

2,317 

1078 

Columbia  S&.L  Assn 

-99.7 

Vu 

17 

t 

-57,65 

NA 

def 

0.00 

none 

0.0 

2.72 

1 

273 

Comcast 

64.1 

10% 

20 

6 

-1.64 

-1.37 

def 

1.91 

0.12 

1.1 

1.49 

1,227 

695 

Comdisco 

-13.5 

161/2 

37 

12 

2.09 

2.50 

7.9 

0.34 

0.28 

1.7 

13.65 

664 

421 

Comerica 

30.5 

39 '/4 

59 

26 

7.49 

7.97 

5.2 

0.50 

2.60 

6.6 

40.29 

649 

366 

Commerce  Bcshs 

41.1 

22% 

29 

13 

3.02 

3.29 

7.3 

0.72 

0.72 

3.3 

22.31 

424 

659 

Commerce  Clearing 

-7.6 

45'/2 

71 

38 

2.02 

2.78 

22.5 

1.15 

1.40 

3.1 

12.11 

808 

1018 

Commercial  Federal 

-76.9 

2% 

19 

2 

-6.21 

-4.95 

def 

0.04 

none 

0.0 

20.36 

19 

575 

Commercial  Intertech 

6.7 

12 

29 

11 

0.89 

2.00 

13.5 

0.27 

0.68 

5.7 

13.64 

119 

382 

Commercial  Metals 

38.6 

17% 

24 

11 

2.27 

2.34 

7.6 

0.17 

0.52 

3.0 

16.91 

196 

514 

Commonwealth  Ed 

14.9 

33% 

41 

23 

-0.01 

3.32 

def 

1.36 

3.00 

8.9 

32.46 

7,157 

570 

Commonwealth  Energy 

7.3 

33 

46 

25 

3.24 

3.74 

10.2 

0.39 

2.92 

8.8 

31.87 

323 

802 

Commtron 

-30.4a 

6 

12 

2 

0.90 

1.00 

6.7 

0.11 

none 

0.0 

5.37 

61 

1059 

Communications  Trans 

-92.0b 

% 

12 

t 

-6.44 

NA 

def 

0.01 

none 

0.0 

-4,94 

6 

3 

Compaq  Computer 

679.3 

51% 

68 

6 

4,55 

5.49 

11.4 

1.20 

none 

0.0 

14.92 

4,075 

234 

Computer  Associates 

74.4 

7% 

22 

4 

0,91 

1.07 

8.4 

1.12 

0.05 

0.7 

5.31 

1,425 

388 

Computer  Sciences 

37.0 

45% 

73 

30 

4,11 

4.49 

11.2 

0.45 

none 

0.0 

28.77 

731 

97 

ConAgra 

147.1 

35 

36 

13 

1,92 

2.57 

18.2 

0,29 

0.69 

2.0 

8.92 

4,704 

NR 

Conner  Peripherals 

NA 

25% 

31 

7 

2,03 

3.18 

12.5 

1,24 

none 

0.0 

5.04 

1,424 

43 

Conseco 

229.6 

25% 

29 

7 

4,29 

5.42 

5.9 

0.20 

0.24 

1.0 

17.21 

143 

Note:  Except  as  indicated,  price  changes  are  f 

roni  Dec,  3 

1,  1985  to  Nov.  iH 

,  1990 

t:  Less  tl 
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WHO'S  WHERE  IN  THE  STOCK  MARKET 


1 

■         " 

5-year 

1986-90 

Earnings  per  share 

Indicated 

Book 

\ 

price 

price 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 

Recent 

range 

12mos 

estimate 

earnings 

sales 

dividend 

yield 

per  share 

value 

Rank 

Company 

% 

price 

high 

low 

$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil 

id 

509 

Consolidated  Edison 

10.5 

23 

30 

19 

2.27 

2.43 

10.1 

0.91 

1.82 

7.9 

19.16 

5,248 

)18 

890 

Consol  Freightways 

-47.2 

14 

41 

11 

-1.97 

1.43 

def 

0.12 

none 

0.0 

20.73 

490 

!ij 

205 

Consol  Natural  Gas 

84.2 

46'/. 

53 

22 

1.91 

2.82 

24.5 

1,41 

1.84 

3,9 

20.26 

4,023 

M 

506 

Consolidated  Papers 

16.8 

311/4 

46 

24 

3.59 

3.21 

8.7 

1,42 

1.28 

4,1 

19.17 

1,363 

268 

437 

Consolidated  Rail 

27.6b 

35'/4 

51 

20 

2.23 

4.69 

15.8 

0.44 

1.60 

4.5 

60.24 

1,469 

J8' 

930 

Consolidated  Stores 

-55.2 

3'/2 

24 

2 

-0.19 

0.47 

def 

0.25 

none 

0.0 

3.18 

159 

JIJ 

748 

Constat  IntI 

-21.6 

15V« 

34 

12 

1.97 

2.46 

.7.8 

0.22 

0.64 

4.2 

17.63 

113 

lid 

78 

Contel 

163.4 

33% 

37 

13 

1.33 

1.46 

25.4 

1.59 

1.10 

3.3 

10.46 

5,351 

Vi 

1023 

Continental  Airlines 

-77.5 

3% 

52 

2 

-12.03 

-1,17 

def 

0.02 

none 

0.0 

-24.51 

143 

u« 

1005 

Continental  Bank 

-74.1 

101/4 

41 

7 

-0.98 

2.05 

def 

0.18 

1.00 

9.8 

24.42 

509 

NR 

896 

Continental  Corp 

-49.5 

23% 

55 

16 

2.87 

0.93 

8.3 

0,22 

2.60 

10.9 

42.21 

1,286 

8J« 

899 

Control  Data 

-50.0 

1044. 

38 

8 

-3.98 

1.59 

def 

0.25 

none 

0.0 

9.43 

441 

!0! 

202 

Cooper  Industries 

85.1 

38  ys 

46 

18 

2.73 

3.17 

14.2 

0.71 

1.08 

2.8 

22.71 

4,262 

25« 

34 

Cooper  Tire  &  Rubber 

248.5 

1678 

21 

4 

1.58 

1.76 

10.7 

0.78 

0.24 

1.4 

7.54 

696 

il 

656 

Adolph  Coors 

-6.9 

20'/8 

32 

16 

0.98 

1.94 

20.5 

0.39 

0.50 

2.5 

28.75 

749 

1) 

655 

CoreStates  Financial 

-6.7 

29% 

50 

23 

4.67 

5,30 

6,4 

0.67 

1.92 

6.5 

25.64 

1,619 

T 

419 

Corning 

30.8 

40% 

52 

17 

3.06 

3,06 

13.2 

1.36 

1.13 

2.8 

18.85 

3,779 

53 

26 

Costco  Wholesale 

272.3 

43% 

48 

6 

1.40 

1,92 

31,3 

0.37 

none 

0.0 

7.82 

1,513 

Ji 

47 

CPC  International 

217.2 

SOVs 

85 

23 

4.68 

5.48 

17,3 

1,10 

2.00 

2.5 

18.22 

6,100 

N 

NR 

Crane 

NA 

211/4 

28 

15 

1.87 

2.14 

11.4 

0.47 

0.75 

3.5 

8.92 

676 

104 

942 

Cray  Research 

-57.4 

27% 

136 

20 

4.59 

4.39 

6.1 

0.87 

none 

0.0 

21.11 

767 

52 

796 

Crestar  Financial 

-29.5 

16i/» 

36 

12 

2.73 

3.21 

5.9 

0.41 

1.32 

8.2 

22.78 

503 

16 

1047 

Cross  &  Trecker 

-87.3 

2% 

28 

2 

-1.02 

0.16 

def 

0,08 

none 

0.0 

9.31 

36 

S9 

1075 

CrossLand  Savings  FSB 

-97.8 

1/4 

24 

t 

-23.48 

NA 

def 

0.00 

none 

0.0 

20.90 

4 

71 

455 

Crown  Central  Pet 

25.0 

22 1/2 

42 

12 

2.18 

3.79 

10.3 

0.11 

0.80 

3.6 

31.17 

221 

il 

206 

Crown  Cork  &  Seal 

84.1 

55 

67 

26 

3.69 

4.70 

14.9 

0.59 

none 

0.0 

28.21 

1,589 

S 

102 

CRSS 

138.9 

111/4 

22 

4 

1.17 

1.21 

9,7 

0.33 

0.12 

1.1 

9.04 

160 

1 

684 

Crystal  Brands 

-12.6 

19% 

38 

13 

2.32 

3.64 

8.6 

0.21 

0.20 

1.0 

26.19 

181 

6 

630 

CSX 

-3.3 

29% 

42 

22 

4.08 

3.81 

7.2 

0.36 

1.40 

4.8 

33.22 

2,876 

\ 

969 

Culbro 

-65.5 

14i/« 

59 

14 

1.09 

NA 

13.0 

0,06 

0.80 

5.7 

28.78 

61 

10 

907 

Cummins  Engine 

-51.6 

34% 

95 

31 

-5.76 

-0.32 

def 

0,10 

2.20 

6.3 

54.09 

357 

> 

431 

Curtice  Burns  Foods 

29.1 

15% 

29 

11 

0.69 

1.25 

22.5 

0.14 

0.64 

4.1 

12.17 

133 

4 

941 

Cyclops  Industries 

-57.4b 

10% 

50 

10 

-0.36 

1.95 

def 

0.06 

none 

0.0 

10.37 

76 

S 

418 

Cyprus  Minerals 

30.8 

141/2 

33 

10 

3.06 

2.52 

4.7 

0.32 

0.80 

5.5 

29.88 

588 

i 

971 

Dairy  Mart 

-66.6 

4yK 

15 

5 

0.59 

1.10 

7.8 

0,04 

none 

0.0 

7.30 

20     . 

< 

706 

Dana 

-14.2 

23  Vs 

54 

20 

2.26 

2.92 

10,3 

0.18 

1.60 

6.8 

24.93     , 

958 

( 

24 

Danaher 

277.9 

14% 

24 

4 

2,43 

2.02 

6.1 

0,55 

none 

0.0 

8.27 

432 

1 

857 

Dart  Group 

-41.0 

69 

179 

59 

6.36 

NA 

10.8 

0.12 

0.13 

0.2 

151.80 

120 

1057 

Data  General 

-91.2 

4 

49 

4 

-4.65 

-0.46 

def 

0.10 

none 

0.0 

1-7.68 

121 

992 

Datapoint 

-71.4 

\Vi 

9 

t 

-9.72 

NA 

def 

0.06 

none 

0.0 

-1.58 

15 

531 

Dayton  Hudson 

12.8 

51% 

80 

22 

5.50 

6.31 

9.4 

0.26 

1.32 

2.6 

28.33 

3,670 

— 

374 

Dean  Foods 

39.3 

391/4 

39 

23 

2.39 

2.99 

16.4 

0.51 

0.74 

1.9 

13.39 

1,063 

277 

Deere  &  Co 

63.1 

46% 

78 

22 

5.81 

5.03 

8.1 

0.46 

2.00 

4.3 

36.76 

3,562 

383 

Delchamps 

38.1 

24 

30 

13 

1.93 

2.10 

12.4 

0.18 

0.44 

1.8 

14.75 

171 

633 

Delmarva  Power  &  Lt 

-3.8 

17% 

25 

16 

1.69 

1.86 

10.6 

1.04 

1.54 

8.6 

13.67 

852 

332 

Delta  Air  Lines 

49.1 

58% 

86 

32 

1.99 

0.26 

29.2 

0.31 

1.20 

2.1 

59.48 

2,679 

— 

847 

Delta  Woodside  Inds 

-39.3b 

41/4 

18 

4 

0.24 

1.03 

17.7 

0.16 

0.30 

7.1 

6,81 

80 

365 

Deluxe 

41.2 

33 

42 

20 

1.97 

2.30 

16,8 

2.02 

1.16 

3.5 

7.40 

2,799 

485 

DeSoto 

20.2 

42% 

53 

21 

1.40 

NA 

30.3 

0.40 

0.40 

0.9 

21.20 

172 

227 

Detroit  Edison 

78.0 

28% 

30 

12 

3.10 

3.18 

9.1 

1.26 

1.78 

6.3 

16.14 

4,150 

571 

Dexter 

7.2 

181/: 

35 

17 

1.69 

1.98 

10.9 

0.51 

0.88 

4.8 

13.14 

447 

~" 

107 

Diamond  Shamrock 

135.8b 

20% 

29 

7 

2.99 

2.40 

6,9 

0.21 

0.48 

2.3 

14.10 

509 

381 

Dibrell  Brothers 

38.6 

171/2 

29 

10 

1.88 

2.67 

9,3 

0.15 

0.80 

4.6 

12.29 

116 

721 

Diebold 

-18.1 

33% 

61 

30 

2.18 

3,23 

15.5 

0.94 

1.50 

4.4 

28.75 

448 

743 

Digital  Equipment 

-21.1 

52% 

200 

46 

-0.40 

4.21 

def 

0.49 

none 

0.0 

66.76 

6,376 

120 

Dillard  Dept  Stores 

122.3 

83% 

96 

24 

4.99 

6.21 

16.7 

0.83 

0.20 

0.2 

30.68 

2,876 

~ 

1037 

Dime  Savings  Bank  FSB 

-83.4a 

3 

26 

2 

-9.86 

1.04 

def 

0.06 

none 

0.0 

27.66 

68 

41 

Walt  Disney 

236.2 

94% 

137 

28 

6.00 

8.19 

15.8 

2.20 

0.58 

0.6 

22.50 

12,827 

265 

Diversified  Energies 

66.3 

33% 

39 

20 

0.58 

2.38 

58,4 

0.72 

1.60 

4.7 

15.93 

545 

251 

Dixie  Yarns 

70.0 

9% 

34 

5 

0.73 

1.01 

12.5 

0.16 

0.68 

7.4 

18.70 

88 

940 

Dollar  General 

-57.4 

8% 

24 

5 

0.71 

1.04 

12.2 

0.25 

0.20 

2.3 

6.59 

158 

- 

920 

Dominion  Bankshares 

-53.4 

8  1/4 

26 

7 

0.37 

1.80 

22.3 

0.28 

0.88 

10.7 

16,14 

311 

406 

Dominion  Resources 

33.8 

471/2 

52 

34 

4.88 

4.52 

9.7 

1.32 

3.44 

7.2 

34.00 

4,825 

164 

Donaldson 

98.2 

27i/« 

35 

11 

2.17 

2.43 

12.5  ■ 

0.62 

0.44 

1.6 

15.04 

261 

Note:  Except  a^  indicated,  price  changes  are  fi 

om  Dec.  i 

1,  1985  to  Nov.  14 

1990. 
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ligation,  new 

issue  or 

1 

conversion  to  stock  company.  Range  is  for  pe 

riod  since 

such  change,     a; 

Four- 

ear  price  ch 
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5-year 

1986-90 

Earnings 

per  share 
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Book 

price 

price 
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1991 

Price/ 

Price/ 
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change 
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12  mos 
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dividend 

yield 

per  share 
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Rank 

Company 

% 
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$ 

$ 
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$ 

% 

$ 

$mil 

518 

RR  Donnelley  &  Sons 

14.4 

36% 

53 

26 

2.90 

3.30 

12.5 

0.86 

0.96 

2.6 

18.56 

2,830 

835 

Douglas  &  Lomason 

-36.8 

10 '/2 

27 

10 

1.47 

NA 

7.1 

0.05 

none 

0.0 

20.52 

23 

260 

Dover 

67.8 

33% 

41 

19 

2.53 

2.76 

13.4 

0.96 

0.80 

2.4 

12.00 

2,087 

268 

Dow  Chemical 

65.6 

451/4 

76 

27 

5.68 

4.26 

8.0 

0.65 

2.60 

5.7 

29.88 

12,203 

787 

Dow  Jones 

-28.6 

22 '/2 

56 

18 

1.23 

1.28 

18.3 

1.32 

0.76 

3.4 

13.94 

2,266 

385 

DPL 

37.2 

18% 

21 

13 

2.18 

2.12 

8.6 

1.33 

1.56 

8.3 

14.76 

1,282 

336 

DQE 

48.5 

24'/» 

25 

11 

2.23 

2.30 

10.8 

1.16 

1.44 

6.0 

19.27 

1,323 

774 

Dravo 

-26.1 

12% 

23 

9 

0.95 

1.30 

13.0 

0.63 

none 

0.0 

7.31 

185 

148 

Dresser  Industries 

109.6 

19 

28 

7 

1.26 

1.68 

15.1 

0.62 

0.60 

3.2 

11.88 

2,584 

NR 

Drug  Emporium 

NA 

7'/2 

16 

6 

0.63 

0.81 

11.9 

0.18 

0.12 

1.6 

4.22 

97 

838 

DSC  Communications 

-37.4 

S% 

17 

4 

0.76 

0.99 

7.4 

0.46 

none 

0.0 

6.32 

227 

302 

EI  du  Pont  de  Nemours 

55.8 

35% 

44 

20 

3.42 

3.56 

10.3 

0.64 

1.68 

4.8 

22.71 

23,811 

250 

Duke  Power 

70.3 

301/8 

32 

17 

2.61 

2.65 

11.5 

1.64 

1.64 

5.4 

18.05 

6,103 

635 

Dun  &  Bradstreet 

-4.2 

40 '/k 

72 

36 

2.78 

3.00 

14.4 

1.57 

2.12 

5.3 

11.80 

7,323 

152 

Durr-Fillauer 

107.1 

25  Vs 

27 

7 

1.64 

1.88 

15.6 

0.33 

0.30 

1.2 

11.13 

257 

190 

DWG 

89.2 

3V8 

16 

1 

-0.46 

NA 

def 

0.07 

none 

0.0 

4.20 

87 

932 

Dynatech 

-55.8 

15'/4 

43 

12 

1.62 

1.95 

9.4 

0.31 

none 

0.0 

14.08 

144 

566 

E-Systems 

8.0 

32 

41 

23 

2.65 

3.41 

12.1 

0.56 

0.75 

2.3 

18.08 

996 

NR 

Eagle  Food  Centers 

NA 

5 

20 

5 

0.74 

1.05 

6.8 

0.05 

none 

0.0 

5.12 

58 

1049 

Eagie-Picher  Inds 

-88.3 

3% 

53 

2 

4.52 

2.85 

0.8 

0.05 

none 

0.0 

-19.96 

38 

525 

Eastern  Enterprises 

13.4 

271/; 

35 

19 

2.76 

2.91 

10. n 

0.68 

1,40 

5.1 

21.45 

639 

460 

Eastman  Kodak 

24.4 

42 

71 

31 

0.97 

4.35 

43,3 

0.73 

2.00 

4.8 

20.48 

13,626 

596 

Eaton 

2.9 

44 

72 

37 

5.4S 

5.01 

8.1 

0.44 

2.20 

5.0 

34.94 

1,585 

760 

Echlin 

-23.5 

11 

25 

9 

0.85 

1.00 

12.9 

0.38 

0.70 

6.4 

11.48 

614 

584 

Ecolab 

4.9 

21% 

36 

17 

0.58 

2.17 

37.3 

0.37 

0.66 

3.1 

17.30 

509 

533 

Edison  Bros  Stores 

12.6 

191/2 

49 

11 

3.20 

3.48 

6.1 

0.38 

1.04 

5.3 

12.01 

435 

690 

AG  Edwards 

-13.0 

18% 

35 

13 

2.46 

2.38 

7.4 

0.64 

0.68 

3.7 

15.13 

412 

694 

EG&G 

-13.4 

331/4 

45 

27 

2.52 

3.00 

13.2 

0.42 

0.84 

2.5 

12.04 

964 

NR 

Egghead 

NA 

91/2 

21 

7 

0.34 

0.72 

27.9 

0.31 

none 

0.0 

6.01 

156 

1011 

El  Paso  Electric 

-75.0 

3% 

22 

4 

-2.00 

0.49 

def 

0.31 

none 

0.0 

11.48 

137 

NR 

El)er  Industries 

NA 

5% 

35 

5 

0.78 

1.50 

7.5 

0.09 

0.28 

4.8 

12.86 

42 

433 

Emerson  Electric 

28.8 

34% 

44 

26 

2.7.S 

2.96 

12.7 

1.03 

1.32 

3.8 

13.79 

7,778 

881 

Emerson  Radio 

-44.8 

2% 

13 

2 

-0.08 

0.45 

def 

0.11 

none 

0.0 

2.66 

85 

510 

Engelhard 

16.0 

18^4 

29 

15 

-2.15 

1.92 

def 

0.29 

0.68 

3.6 

14.29 

840 

413 

Enron 

32.2 

591/2 

63 

31 

4.73 

3.05 

12.6 

0.27 

2.48 

4.2 

31.65 

2,998 

625 

Enserch 

-1.1 

22 

28 

13 

1.08 

1.38 

20.4 

0.51 

0.80 

3.6 

10.88 

1,422 

1072 

Enstar  Group 

-97.4 

% 

19 

t 

0.12 

0.13 

2.8 

0.04 

none 

0.0 

4.56 

18 

154 

Entergy 

105.9 

21% 

24 

8 

2.11 

2.28 

10.4 

1.03' 

1.20 

5.5 

20.68 

4,064 

350 

Equifax 

45.1 

14 'A 

22 

9 

0.82 

1.21 

17.5 

0.79 

0.48 

3.3 

5.03 

708 

661 

Equitable  of  Iowa 

-7.9 

151/2 

36 

15 

3.24 

4.80 

4.8 

0.17 

1.20 

7.7 

38.67 

110 

338 

Equitable  Resources 

47.6 

38i/« 

47 

22 

2.35 

3.10 

16.2 

1.27 

1.42 

3.7 

24.03 

796 

746 

ERLY  Industries 

-21.4 

5 

12 

4 

0,88 

NA 

5.7 

0.04 

nt)ne 

0.0 

4.15 

15 

NR 

ESCO  Electronics 

NA 

4% 

6 

3 

0.29 

NA 

15.1 

0.09 

none 

0.0 

40.55 

49 

246 

Ethyl 

71.6 

23% 

33 

14 

1.92 

2.11 

12.2 

1.12 

0.60 

2.6 

7.53 

2,788 

820 

Everex  Systems 

-34.6b 

41/4 

14 

3 

1.03 

0.97 

4.1 

0.23 

none 

0.0 

5.97 

100 

214 

Exxon 

82.3 

50% 

55 

24 

3.10 

4.38 

16.2 

0.64 

2.68 

— 

5.3 

24.67 

62,665 

454 

Fairchild 

25.4 

7 

17 

4 

0.79 

1.55 

8.9 

0.17 

none 

0.0 

7.01 

114 

921 

Family  Dollar  Stores 

-53.4 

91/2 

28 

7 

1.04 

1.18 

9.1 

0.30 

0.40 

4.2 

6.46 

264 

603 

Fay's 

2.0 

7% 

15 

4 

0.70 

0.95 

10.5 

0.18 

0.20 

2.7 

4.44 

114 

867 

Federal  Express 

-42.5 

34% 

76 

32 

2.41 

4.32 

14.5 

0.25 

none 

0.0 

31.03 

1,851 

826 

Federal-Mogul 

-35.5 

12Vs 

30 

10 

0.63 

1.21 

19.7 

0.25 

0.92 

7.4 

15.00 

276 

25 

Federal  Natl  Mortgage 

276.8 

32% 

46 

8 

4.21 

5.02 

7.7 

0.62 

0.88 

2.7 

12.52 

7,764 

228 

Federal  Paper  Board 

77.5 

17% 

30 

9 

3.64 

2.19 

4.9 

0.53 

1.00 

5.6 

17.79 

714 

70 

Federal  Signal 

171.7 

29% 

30 

9 

1.90 

1.97 

15.6 

1.05 

0.66 

2.2 

8.53 

455 

215 

Ferro 

82.1 

19% 

41 

10 

1.52 

1.82 

12.8 

0.34 

0.64 

3.3 

17.24 

374 

73 

FHP  International 

170.1a 

13 

26 

3 

1.16 

1.53 

11.2 

0.30 

none 

0.0 

5.67 

323 

955 

Fieldcrest  Cannon 

-61.3 

6% 

43 

T 

-0.35 

0.60 

def 

0.05 

0.40 

5.9 

27.24 

70 

444 

Figgie  Intl 

26.7 

17 

36 

13 

2.81 

2.52 

6.0 

0.24 

0.50 

2.9 

16.74 

319 

NR 

Finevest  Foods 

NA 

2y8 

14 

2 

-1.18 

0.38 

def 

0.04 

,  none 

0.0 

3.80 

25 

966 

First  American  Corp 

-64.8 

%v» 

34 

5 

-2.66 

1.14 

def 

0.25 

none 

0.0 

18.82 

189 

557 

First  American  Finl 

9.9 

9% 

18 

6 

1.03 

1.52 

9.5 

0.13 

0.40 

4.1 

16.06 

96 

873 

First  Bank  System 

-43.1 

11% 

37 

10 

-0.67 

1.87 

def 

0.34 

0.82 

6.9 

12.62 

746 

NR 

First  Brands 

NA 

151/2 

29 

15 

2.21 

2.47 

7.0 

0.31 

0.04 

0.3 

8.74 

335 

989 

First  Capital  Holding 

-70.8 

1% 

27 

1 

1.03 

1.20 

1,7 

0.08 

none 

0.0 

8.38 

82 

Note:  Except  as  indicated,  price  changes  are  t 
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WHO'S  WHERE  IN  THE  STOCK  MARKET 
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5-year 

1986-90 
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Market 

change 
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Rank 
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% 
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low 

$ 

$ 

ratio 
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$ 

% 

$ 

$mil 

855 

First  Chicago 

-40.7 

17'^ 

50 

13 

4,37 

3.49 

4.0 

0.20 

2,00 

11,4 

34.87 

1,154 

NR 

First  City  Bncp  Texas 

NA 

5','s 

40 

3 

0,72 

1.30 

7.1 

0.07 

1.74 

33,9 

29.44 

93 

1070 

First  Executive 

-96.9 

^/8 

20 

t 

-9,69 

0.97 

del 

0.04 

none 

0,0 

7.56 

35 

891 

First  Fidelity  Bncp 

-47.3 

161/4 

47 

12 

-1.51 

3.31 

def 

0.31 

1.20 

7,4 

24.56 

950 

426 

First  Financial  Mgmt 

29.7 

17'/, 

39 

11 

2,49 

3.11 

7.0 

0.40 

0.10 

0,6 

19.07 

485 

949 

First  Interstate  Bncp 

-59.1 

llVs 

70 

16 

-1,66 

4.75 

def 

0.22 

3.00 

13.9 

35.44 

1,331 

449 

First  Mississippi 

25.9 

9 'A 

21 

5 

0.39 

0.85 

23.4 

0.34 

0.30 

3.3 

9.65 

179 

677 

First  of  America  Bank 

-11.6 

19 

28 

15 

3,07 

7.10 

5.2 

0.49 

1.20 

6.3 

22.37 

662 

682 

First  Security 

-12.5 

19'/4 

34 

18 

3,59 

3.61 

5.4 

0.40 

1.28 

6.6 

33.27 

264 

732 

First  Tennessee  Natl 

-20.0 

20 

36 

18 

2,98 

3.64 

6.7 

0.44 

1.68 

8.4 

23.89 

319 

799 

First  Union 

-29.6 

ISVk 

30 

14 

2,46 

2.99 

6.2 

0.42 

1.08 

7.1 

19.37 

1,625 

370 

First  Wachovia 

40.3 

39y4 

45 

25 

4.16 

4.51 

9.6 

1.12 

1.68 

4.2 

25.07 

2,781 

549 

Firstar 

10.9 

241/4 

35 

18 

4.05 

4.31 

6.0 

0.56 

1.32 

5.4 

23.75 

541 

807 

FirstFed  Michigan 

-31.8 

11 

30 

9 

2.84 

2.44 

3.9 

0.11 

0.60 

5.5 

39.54 

122 

892 

Fleet/Norstar  FinI 

-48.3 

10'-, 

31 

9 

0.78 

1.72 

13.5 

0.29 

0.80 

7.6 

19.84 

1,143 

773 

Fleetwood  Enterprises 

-25.6 

181/h 

34 

14 

2.22 

2.21 

8.2 

0.26 

0.84 

4.6 

19.02 

404   ' 

687 

Fleming  Cos 

-12.8 

33  vs 

46 

22 

2.89 

3.31 

11.7 

0.09 

1.12 

3.3 

23.58 

1,030 

452 

Florida  Progress 

25.6 

38% 

47 

29 

3.13 

3.68 

12.3 

0.99 

2.74 

7.1 

26.88 

1,979 

790 

Florida  Rock  Inds 

-29.0a 

Wa 

42 

17 

2.22 

NA 

8.0 

0.41 

0.50 

2.8 

17.33 

164 

710 

Flowers  Industries 

-15.3 

131/« 

22 

12 

0.96 

1.06 

13.7 

0.55 

0.65 

5.0 

6.27 

457 

85 

Fluor 

155.7 

39yK 

49 

11 

1.67 

2.23 

23.7 

0.44 

0.24 

0.6 

9.03 

3,171 

112 

FMC 

130.4 

26yK 

60 

11 

4.45 

4.75 

6.0 

0.26 

none 

0.0 

-2.05 

928 

28 

Food  Lion 

269.0 

U'/s 

17 

3 

0.51 

0.67 

26.2 

0.81 

0.14 

1.0 

1.67 

4,309 

331 

Foodarama  Supermkts 

49.2 

22 

39 

14 

2.21 

NA 

10.0 

0.04 

none 

0.0 

27.66 

25 

317 

Ford  Motor 

52.6 

291/, 

57 

18 

3.70 

4.29 

8.0 

0.14 

3.00 

10.2 

49.42 

13,948 

908 

Foremost  Corp  of  Amer 

-51.6c 

15'/j 

44 

12 

-0.61 

2.28 

def 

0.43 

1.08 

7.0 

15.33 

187 

913 

LB  Foster 

-52.6 

V/i 

8 

2 

0.19 

NA 

11.8 

0.09 

none 

0.0 

4.77 

22 

226 

Foster  Wheeler 

78.4 

22  V4 

29 

10 

1.04 

1.37 

21.9 

0.55 

0.50 

2.2 

13,21 

806 

NR 

Foundation  Health 

NA 

1 1 '/: 

15 

10 

1.61 

NA 

7.1 

0.09 

none 

0.0 

-13,64 

79 

627 

FPL  Group 

-1.8 

27V4 

38 

24 

-2.67 

2.97 

def 

0.61 

2.36 

8.5 

25.89 

3,752 

201 

Freeport-McMoRan 

85.4 

33Vh 

38 

14 

5.64 

2.13 

5.9 

1.08 

2.50 

7.5 

6,23 

1,809 

898 

Fremont  General 

-49.7 

12'/4 

34 

8 

3.56 

3,84 

3,4 

0.17 

0.80 

6.5 

20,33 

102 

423 

Fruit  of  the  Loom 

30.0b 

6'/, 

16 

4 

1.50 

1,66 

4,3 

0.28 

none 

0.0 

5,30 

401 

330 

HB  Fuller 

49.7 

26  y4 

48 

17 

2.07 

2,42 

12.9 

0.32 

0.60 

2.2 

19,90 

247 

823 

Fuqua  Industries 

-35.4 

12 

38 

12 

0.66 

1.40 

18.2 

0.22 

0.36 

3.0 

18.75 

213 

543 

Gannett 

11.4 

34'/« 

56 

26 

2.41 

2.52 

14.2 

1.54 

1.24 

3.6 

12.40 

5,393 

4 

Gap 

582.5 

30'/2 

39 

8 

1.73 

2.13 

17.7 

1.17 

0.50 

1.6 

4.81 

2,161 

369 

GATX 

40.5 

23% 

38 

15 

3.14 

3.84 

7.6 

0.56 

1.10 

4.6 

21.73 

460 

NR 

Gaylord  Container 

NA 

3'/4 

22 

3 

-1.47 

-0.95 

def 

0.07 

none 

0.0 

11.80 

50 

244 

Geico 

72.4 

150 

163 

78 

15.19 

11.20 

9.9 

1.16 

2.00 

1.3 

62.48 

2,276 

1013 

GenCorp 

-75.7 

5'/, 

40 

5 

0.88 

1.16 

6.3 

0.10 

0.60 

10.9 

4.88 

175 

628 

General  Cinema 

-2.2 

18'/k 

32 

14 

0.85 

0.99 

22.2 

0.62 

0.48 

2.5 

21.06 

1,309 

970 

General  Dynamics 

-66.0 

23 'A 

89 

19 

0.83 

6.14 

28.2 

0.10 

1.00 

4.3 

51.12 

974 

320 

General  Electric 

51.9 

55'/4 

76 

33 

4.74 

5.37 

11.7 

0.86 

2.04 

3.7 

23.09 

49,096 

984 

General  Host 

-70.0 

4V8 

26 

4 

0.20 

0.60 

21.9 

0.16 

0.32 

7.3 

8.09 

83 

58 

General  Mills 

194.5 

45 

48 

14 

2.42 

5,96 

18.6 

1.10 

1.28 

2.8 

5.97 

7,344 

526 

General  Motors 

13.3 

39% 

51 

25 

-0.19 

3,71 

def 

0.19 

3.00 

7.5 

52.26 

24,007 

249 

General  Motors  EDS 

70.7 

34% 

38 

12 

2.02 

2.36 

17.3 

0.61 

0.56 

1.6 

18.06 

3,479 

629 

GM  Hughes  Electronics 

-3.3 

181/2 

41 

16 

1.79 

1.88 

10.3 

0.14 

0.72 

3.9 

87.60 

1,662 

72 

General  Public  Utils 

170.6 

46 

47 

17 

5.10 

5.21 

9.0 

0.86 

2.60 

5.7 

37.26 

2,547 

235 

General  Re 

73.5 

86% 

96 

46 

6.78 

7,08 

12.8 

2.61 

1.52 

1.7 

35.27 

7,593 

779 

General  Signal 

-26.9 

33% 

61 

31 

1.41 

4,00 

24.0 

0.37 

1.80 

5.3 

26.50 

648 

591 

Genesco 

3.7 

3% 

9 

2 

0.30 

0,72 

12.1 

0.17 

none 

0.0 

5.19 

82 

NR 

Genlyte  Group 

NA 

4% 

14 

4 

0.79 

0,85 

5.4 

0.11 

none 

0.0 

3.89 

55 

686 

Genovese  Drug  Stores 

-12.8 

5Vh 

15 

6 

0.51 

NA 

11.5 

0.09 

0.24 

4.1 

5.38 

39 

355 

Genuine  Parts 

44.1 

36% 

44 

24 

2.65 

2,89 

13.8 

0.86 

1.38 

3.8 

12.54 

2,838 

NR 

Georgia  Gulf 

NA 

61/2 

11 

5 

4.24 

1.54 

1.5 

0.23 

none 

0.0 

13.52 

218 

424 

Georgia-Pacific 

29.7 

34  Vr 

62 

23 

5.38 

3.98 

6.4 

0.24 

1.60 

4.7 

31.35 

2,933 

74 

Gerber  Products 

167.8 

56V4 

59 

11 

2.75 

3.76 

20.6 

1.83 

1.20 

2.1 

9.87 

2,144 

834 

Getty  Petroleum 

-36.7 

10 

25 

10 

0.93 

2.00 

10.7 

0.11 

0.28 

2.8 

9.32 

130 

180 

Giant  Food 

92.5 

25'/, 

36 

12 

1.90 

2.25 

13.4 

0.46 

0.60 

2.4 

8.25 

1,519 

493 

Gibson  Greetings 

18.7 

23 

29 

11 

2.48 

2.81 

9.3 

0.72 

0.34 

1.5 

14.41 

364 

35 

Gillette 

246.8 

601/4 

65 

17 

2.93 

3.84 

20.6 

1.40 

1.08 

1.8 

6.16 

5,835 

NR 

Gitano  Group 

NA 

13  V, 

40 

10 

2.24 

3.01 

6.0 

0.24 

ni)ne 

0.0 

9.07 

191 

Note:  Except  as  indicated,  piice  changes  are  f 

om  Dec,  3 

l,198StoNov,  14 

1990 

t:  l.e.ss  th 

in$l.     NR: 

Not  ranked  because  of 

merger,  .spinoff,  reorga 

lization,  new 

■  issue  or 

conversion  to  stock  company  Range  is  for  pt 

;riod  since 

such  change,     a: 

Four- 

\ear  price  l 

hange,     b: 

Three  year 

price  chanj 

,e.     c:  Does 

not  reflect 

special  cash  di\-id(;nd    | 

paid. 

NA:  Not  available,     NM:  Not  meaning 

Ful,     def:I 

)eficit. 

S( 

uirces:  Fvr 

hes:  Mccliii  Gejn'ii 

il.  Ins 

iliilkmal  Brokers  Estiin 

cKc  Sysk'iii, 

a  serricc  oj 

'  I.yidh  Joiit.' 

v  (-  Ryan,  i 

((( l.oliis  One  Source. 
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5-year 

1986-90 

Earnings 

per  share 

Indicated 

Book 

price 

price 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 

Recent 

range 

12mos 

estimate 

earnings 

sales 

dividend 

yield 

per  share 

value 

Rank 

Company 

% 

price 

high  low 

$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil 

186 

PH  Glatfelter 

90.3 

36^'s 

49       19 

3.54 

3.94 

10.3 

1,41 

1,20 

?,^ 

16.26 

858 

936 

GlenFed 

-57.1 

7Vi 

34        6 

3.67 

2.34 

2.0 

0,10 

0,60 

8.0 

38.73 

256 

293 

Golden  West  Finl 

58.1 

24Vi 

35       10 

2.86 

3.34 

8.6 

0,74 

0,18 

0,7 

16.61 

1,548 

538 

Goldome 

12.0b 

!/', 

8         + 

0.82 

NA 

0.7 

0,01 

none 

0,0 

2.37 

16 

569 

BF  Goodrich 

7.6 

35V8 

69      28 

5.55 

3.45 

6,4 

0,37 

2.12 

6,0 

46.73 

898 

903 

Goodyear 

-51.2 

IS'/i 

77       13 

-0.67 

1.66 

def 

0,08 

1.80 

11,8 

37.09 

887 

595 

Goulds  Pumps 

3.0 

17 

29       14 

0.08 

1.61 

212,5 

0,65 

0.76 

4,5 

8,86 

350 

652 

WR  Grace 

-6.5 

22V« 

39       17 

2.46 

2.53 

9,1 

0,29 

1.40 

6.3 

20,16 

1,920 

298 

WW  Grainger 

57.0 

60 './4 

78      37 

4,57 

4.92 

13.2 

0,87 

1.16 

1.9 

26,88 

1,655 

1063 

Great  American  Bank 

-94.6 

-V4 

25         t 

-14.26 

-0,45 

def 

0,01 

none 

0,0 

15,67 

19 

282 

Great  American  Mgmt 

61.3 

25 

26       14 

3.67 

NA 

6.8 

0,13 

0.84 

3,4 

17,44 

278 

184 

Great  A&P  Tea 

90.3 

41% 

65       19 

4.00 

4.86 

10.4 

0,14 

0.80 

1,9 

28,59 

1,590 

60 

Great  Lakes  Chemical 

189.7 

56 '/s 

68       15 

3.87 

4.42 

14.5 

1,96 

0.48 

0.9 

16,86 

1,970 

730 

Gt  Western  Financial 

-19.6 

11 1/8 

25        9 

0,88 

2.39 

12.6 

0.35 

0.84 

7.5 

15,48 

1,436 

402 

Grey  Advertising 

34.7 

128 

192      82 

10.99 

NA 

11.6 

0.32 

2.90 

2.3 

83,21 

145 

789 

Greyhound  Dial 

-29.0 

23 

46       19 

0.38 

3,05 

60.5 

0.26 

1.40 

6,1 

27,57 

914 

1011 

Grossman's 

-75.0a 

I'Vk,    11         2 

0.26 

0.30 

7.5 

0.06 

none 

0,0 

4,48 

51 

703 

Grow  Group 

-14.1 

8% 

16        6 

-0.14 

NA 

def 

0.23 

0.10 

1.2 

5,43 

95 

888 

Grumman 

-46.2 

17 

33       13 

2.41 

2,40 

7.1 

0.14 

1.00 

5.9 

24,79 

531 

196 

GTE 

88.3 

28% 

36       15 

2.23 

2.33 

13.0 

1.05 

1.58 

5.5 

13,08 

19,244 

798 

Guilford  Mills 

-29.6 

15 

40       14 

-0.92 

2,10 

•        def 

0.26 

0.80 

5.3 

19,68 

138 

757 

Gulf  States  Utils 

-23.1 

10 

15         5 

-1.02 

0,84 

def 

0.65 

none 

0,0 

17.82 

1,081 

769 

Hadson 

-24.8 

1% 

10         1 

-4,31 

0,22 

def 

0,13 

.none 

0.0 

3,33 

71 

261 

Halliburton 

67.7 

46% 

59       17 

1,75 

2,60 

26.4 

0,73 

1,00 

2.2 

19,90 

4,917 

722 

Handleman 

-18.2 

101/2 

24        6 

1,05 

1.54 

10.0 

0.46 

0,40 

3,8 

6.73 

344 

852 

Handy  &  Hatman 

-40.1 

11 

28       10 

0,55 

1.22 

20.0 

0.27 

0,66 

6,0 

8,34 

154 

420 

MA  Hanna 

30.6 

17% 

30       11 

1,92 

2,07 

9.2 

0.44 

0,60 

3,4 

19,53 

491 

98 

Hannaford  Bros 

144.1 

321/2 

41       12 

2,09 

2,46 

15.6 

0,39 

0,44 

1,4 

10.96 

641 

691 

Hanover  Insurance 

-13.1 

22  y« 

38      21 

2,27 

2,42 

9.9 

0,27 

0.44 

2,0 

35.92 

462 

1040 

Harcourt  Brace 

-83.9b 

\Vh 

19         t 

3.26 

-1,54 

0.3 

0,06 

none 

0,0 

-20,45 

82 

99 

Harken  Energy 

143.4 

2'/s 

7         t 

-1.28 

NA 

def 

0,08 

none 

0.0 

2.04 

70 

50 

Harley-Davidson 

207.2a 

16'/h 

34        4 

2.58 

2,85 

6.3 

0,32 

none 

0.0 

8.97 

281 

821 

Harman  International 

-35.0a 

81/k 

24        6 

1.32 

1,37 

6.2 

0.12 

none 

0.0 

11.65 

71 

567 

Harnischfeger  Inds 

7.8 

13% 

30        9 

2.06 

2,03 

6.7 

0.26 

0.20 

1.4 

15.90 

449 

811 

Harris  Corp 

-33.0 

18'/. 

43       14 

3.08 

2,86 

5.9 

0.24 

1.04 

5.7 

27.02 

732 

647 

Harsco 

-5.4 

21'/. 

39       18 

1.86 

2,67 

11.7 

0.36 

1.20 

5.5 

15.05 

570 

51 

Hartford  Steam  Boiler 

207.2 

48 

62       16 

3.80 

3,49 

12,6 

1.83 

1.80 

3.8 

16,91 

994 

1002 

Hartmarx 

-72.9 

71/8 

35        6 

-2.71 

0,65 

def 

0.11' 

0.60 

8.4 

19,11 

140 

698 

Hasbro 

-13.7 

15 

31       10 

1.46 

1,63 

10,3 

0.61 

0.20 

1.3 

13,67 

881 

490 

Hawaiian  Electric 

19.4 

30 

40      22 

2.56 

3,13 

11.7 

0.67 

2.20 

7.3 

26,63 

647 

463 

Healthco  IntI 

23.9 

14'/4 

24       11 

-3.32 

NA 

def 

0.25 

none 

0,0 

16,16 

114 

910 

Hechinger 

-52.0 

8'/4 

27         7 

0.92 

1,05 

9,0 

0,21 

0.06 

0.7 

11,00 

297 

149 

HJ  Heinz 

108.5 

33 '/4 

37       15 

1.97 

2,38 

17,2 

1,40 

0.96 

2.8 

7,61 

8,674 

141 

Helene  Curtis  Inds 

113.0 

24% 

35       10 

0.89 

1,91 

27,7 

0.31 

0.20 

0.8 

15,22 

237 

NR 

Henley  Group 

NA 

151/2 

48       15 

-10.66 

-7,00 

def 

0.17 

none 

0.0 

54,04 

325 

786 

Hercules 

-28.6 

281/8 

74      26 

-2,89 

3,14 

def 

0.42 

2.24 

8.0 

40,77 

1,320 

147 

Hershey  Foods 

110.5 

361/h 

40       16 

2.48 

2,49 

14,6 

1.24 

0.90 

2.5 

12,39 

3,258 

758 

Hewlett-Packard 

-23.1 

281/4 

74      25 

3.06 

3.53 

9,2 

0.52 

0.42 

1.5 

22,92 

6,848 

886 

Hexcel 

-45.2 

10'/« 

43         7 

0.05 

1,03 

202.6 

0.17 

0.44 

4.3 

18,95 

71 

1062 

Highland  Superstores 

-93.9 

1% 

39        2 

-0.55 

NA 

def 

0.03 

none 

0.0 

6,74 

30 

80 

Hillenbrand  Inds 

162.7 

35'/« 

48       13 

2.07 

2.38 

17.0 

1.05 

0.55 

1.6 

10,91 

1,300 

NR 

Hillhaven 

NA 

1% 

2         t 

NA 

0.02 

NA 

0.17 

none 

0.0 

1,67 

193 

979 

Hills  Dept  Stores 

-69.2b 

2 

13        2 

-0.14 

0.18 

def 

0.02 

none 

0.0 

0,63 

38 

614 

Hilton  Hotels 

1.0 

32% 

116      26 

2.31 

2.50 

14.2 

1.55 

1.20 

i.7 

18,38 

1,574 

19 

Holly  Corp 

312.3c 

2 1  i./k 

41         5 

2.90 

2.95 

7.3 

0.40 

0.48 

l.i 

2,89 

174 

NR 

Holnam 

NA 

2% 

8        2 

-0.17 

NA 

def 

0.26 

none 

0,0 

3,95 

268 

2 

Home  Depot 

851.9 

35'/4 

44        3 

1.26 

1.69 

28.0 

1.16 

0.12 

0.3 

4,57 

4,094 

1015 

Home  Shopping 

-75.8a 

41/2 

47        3 

0.35 

0.55 

12.9 

0.40 

none 

0,0 

1.56 

406 

997 

HomeFed 

-72.2 

7% 

48         5 

-1,82 

2.01 

def 

0,08 

0,20 

2.7 

50.51 

159 

1061 

Homestead  Financial 

-93.9 

\/-, 

13         t 

-2.54 

NA 

def 

0,02 

none 

0.0 

7.40 

5 

161 

HON  Industries 

100.0 

151/4 

23         7 

0,92 

1.38 

16.7 

0,77 

0.30 

2.0 

3.76 

503 

474 

Honeywell 

22.1 

45 '/4 

56      25 

8.17 

4.78 

5.5 

0,55 

1,50 

i.?, 

23.98 

3,458 

88 

Geo  A  Hormel 

153.6 

16 1/4 

19        6 

1.01 

1.20 

16.1 

0,46 

0,30 

1.8 

6.15 

1,246 

939 

Horn  &  Hardart 

-57.4 

3'/4 

19        2 

-1.06 

0.59 

def 

0,07 

none 

0.0 

4.37 

46 

Note:  Except  as  indicated,  price  changes  are  t 

roni  Dec.  5 
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WHO'S  WHERE  IN  THE  STOCK  MARKET 

i: 

5-year 

1986-90 

Earnings 

per  share 

Indicated 

Book 

price 

price 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 

Recent 

range 

12  mos 

estimate 

earnings 

sales 

dividend 

yield 

per  share 

value 

Rank 

Company 

% 

price 

high' 

low 

$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil 

643 

Houghton  Mifflin 

-5.4 

22 

50 

18 

1.76 

1.92 

12.5 

0.73 

0.74 

3.4 

14.04 

314 

843 

Household  Intl 

-38.5 

26 

66 

19 

5.87 

6.57 

4.4 

0.22 

2.20 

8.5 

32.71 

918 

455 

Houston  Industries 

25.0 

35 

39 

27 

3.22 

2.98 

10.9 

1.09 

2.96 

8.5 

29.05 

4,445 

229 

Hubbell 

77.3 

40 

50 

22 

2.96 

3.28 

13.5 

1.57 

1.48 

3.7 

15.21 

1,124         i 

925 

Hudson  Foods 

-54.1a 

7 

21 

5 

0.60 

1.00 

11.7 

0.15 

0.12 

1.7 

8.27 

102 

191 

Huffy 

89.1 

141/1 

26 

7 

2.12 

2.10 

6.8 

0.26 

0.40 

2.8 

11.15 

127 

794 

Hughes  Supply 

-29.3 

11 '/8 

22 

11 

0.96 

1.54 

11.6 

0.09 

0.36 

3.2 

19,89 

48 

391 

Humana 

36.4 

42'/» 

51 

16 

3.08 

3.43 

13.8 

0.92 

1.20 

2.8 

13,48 

4,443 

476 

JB  Hunt  Transport 

21.8 

i6y4 

32 

12 

1.35 

1.49 

12.4 

0.72 

0.24 

1.4 

7,43 

396 

671 

Huntington  Bcshs 

-10.7 

12  W 

20 

9 

1.46 

2.06 

8.4 

0.58 

0.80 

6.5 

12,79 

719 

494 

IBP 

18.7b 

151/8 

20 

11 

1.05 

1.34 

14.4 

0.07 

0.60 

4.0 

10,51 

716 

1036 

ICH 

-83.3 

3 

33 

2 

-5.16 

0.88 

def 

0.08 

none 

0.0 

5.72 

145 

484 

IE  Industries 

20.5 

25 

28 

20 

4.39 

2.45 

5.7 

0.81 

2.10 

8.4 

19.47 

362 

NR 

Illinois  Central 

NA 

ll'/K 

17 

9 

1.71 

1.95 

6.5 

0.48 

none 

0.0 

NA 

264 

830 

Illinois  Power 

-36.1 

151/4 

32 

13 

0.44 

1.52 

34.7 

0.85 

none 

0.0 

20.56 

1,153 

95 

Illinois  Tool  Works 

147.9 

43  Vk 

57 

16 

3.29 

3.66 

13.2 

0.97 

0.72 

1.7 

16.23 

2,347 

NR 

IMC  Fertilizer  Group 

NA 

35 '/j 

50 

23 

3.24 

3.89 

10.9 

0.83 

1.08 

3.1 

31,13 

928 

188 

Imcera  Group 

89.6 

65 'A 

67 

25 

2.93 

3.98 

22.5 

1.00 

1.00 

1.5 

35.91 

1,495 

540 

Imo  Industries 

12.0a 

7ys 

23 

7 

1.43 

1.37 

5.3 

0.13 

0.50 

6.6 

18.20 

137 

NR 

Imperial  Holly 

NA 

151/8 

27 

5 

1.99 

3,00 

7.6 

0.21 

0.40 

2.6 

11.81 

153 

536 

Inacomp  Computer 

12.2 

5% 

12 

3 

0.95 

1.30 

6.1 

0.08 

none 

0.0 

7.21 

40 

771 

INB  Financial 

-24.9 

17% 

35 

15 

2.59 

3.47 

6.9 

0.50 

1.20 

6.8 

24,81 

324 

207 

Inco 

84.0c 

24Vh 

38 

11 

4.46 

3.02 

5.5 

0.80 

1.00 

4.1 

13,01 

2,542 

712 

Independent  Insurance 

-16.0 

i4y4 

23 

13 

2.17 

2.57 

6.8 

0.36 

0.84 

5.7 

24,82 

196 

274 

Ingersoll-Rand 

63.6 

35 

61 

20 

3.89 

3.85 

9.0 

0.49 

1.32 

3.8 

26.73 

1,803 

486 

Ingles  Markets 

20.0b 

81.1 

13 

7 

0.67 

0.88 

12.3 

0.15 

0.22 

2,7 

6.97 

147 

548 

Inland  Steel  Inds 

11.1 

25 '/8 

49 

15 

0.66 

2.03 

38.1 

0.20 

1.40 

5.6 

43.46 

799 

822 

Inspiration  Resource 

-35.0 

31/4 

10 

3 

0.06 

0.63 

54.2 

0.15 

0.12 

3.7 

7.19 

215 

744 

Instrument  Systems 

-21.1 

IVs 

3 

t 

0.35 

NA 

3.9 

0.09 

none 

0.0 

1.81 

41 

173 

Intel 

94.3 

37% 

52 

11 

3.04 

3.61 

12.5 

1.97 

none 

0.0 

13.81 

7,435 

17 

Intelligent  Electron 

312.9b 

16 

24 

3 

1.80 

2.42 

8.9 

0.16 

none 

0.0 

6.52 

210 

NR 

Interco 

NA 

'A 

4 

-I- 

-5.57 

NA 

def 

0.00 

none 

0.0 

-37.50 

6 

461 

Interface 

24.3 

9% 

20 

6 

1.49 

0.75 

6.5 

0.27 

0.24 

2.5 

9.14 

165 

981 

Intergraph 

-69.4 

11 '/4 

40 

11 

1.33 

1.43 

8.5 

0.57 

none 

0.0 

12.58 

565 

1041 

Interlake 

-84.1c 

41/8 

62 

4 

-1.68 

0.47 

def 

0.05 

none 

0.0 

-16.92 

45 

976 

Intermark 

-68.7 

V/h 

15 

3 

-4.00 

NA 

def 

0.04 

none 

0.0 

5.57 

43 

781 

IBM 

-27.0 

113'/2 

176 

93 

7.25 

11.02 

15.7 

0.98 

4.84 

4.3 

67.01 

65,018 

216 

Intl  Flavors  &  Frags 

81.9 

72y4 

78 

35 

3.99 

4.52 

18.2 

2.97 

2.16 

3.0 

20.09 

2,772 

430 

Intl  Multifoods 

29.3 

34% 

40 

23 

2.01 

2.96 

17.1 

0.21 

1.18 

3.4 

23.52 

443 

170 

International  Paper 

95.1 

49 '/2 

60 

24 

6.82 

5.63 

7.3 

0.43 

1.68 

3.4 

47.35 

5,396 

121 

Interpublic  Group 

122.2 

31'/4 

38 

14 

2.23 

2.67 

14.2 

0.83 

0.76 

2.4 

10.63 

1,070 

361 

InterTAN 

42.9b 

21'/4 

63 

10 

2.62 

4.12 

8.1 

0.27 

none 

0.0 

25.83 

190 

542 

Iowa-Illinois  G&E 

11.5 

20 

24 

17 

1.89 

2.09 

10.6 

1.02 

1.67 

8.4 

16.14 

507 

373 

Ipaico  Enterprises 

39.5 

261/4 

30 

19 

2.63 

2.72 

10.0 

1.62 

1.80 

6.9 

18.88 

986 

609 

Itel 

1.3 

9% 

29 

8 

0.42 

1.16 

23.5 

0.21 

none 

0.0 

15.82 

479 

447 

ITT 

26.3 

48 

66 

35 

8.48 

6.70 

5.7 

0.28 

1.72 

3.6 

62.10 

5,760 

5 

Jacobs  Engineering 

532.4 

23 

27 

3 

1.28 

1.49 

18.0 

0.29 

none 

0.0 

5.47 

258 

688 

James  River  Corp  Va 

-12.9 

23 

44 

19 

0.63 

2.90 

36.5 

0.34 

0.60 

2,6 

28.41 

1,877 

1026 

Jamesway 

-78.7 

IV > 

16 

2 

-0.06 

0.48 

def 

0.03 

0.08 

3,6 

9.51 

31 

572 

Jefferson-Pilot 

7.0 

351/2 

46 

23 

4.29 

4.15 

8.3 

1.12 

1.52 

4,3 

39.46 

1,295 

91 

Johnson  &  Johnson 

151.8 

66 '/4 

74 

24 

3.34 

4.36 

19.8 

2.01 

1.36 

2,1 

12.45 

22,071 

624 

Johnson  Controls 

-1.0 

24 'A 

47 

17 

2.13 

2.40 

11.4 

0.21 

1.24 

5.1 

29.14 

955 

151 

Jostens 

107.9 

29% 

30 

13 

1.52 

1.73 

19.7 

1.49 

0.80 

2.7 

6.42 

1,195 

59 

JWP 

192.3 

15% 

30 

5 

1.49 

1.89 

10.5 

0.23 

none 

0.0 

5.57 

593 

498 

Kmart 

18.2 

27% 

48 

22 

1.67 

4.14 

16.7 

0.17 

1.72 

6.2 

24.90 

5,567 

902 

Kaman 

-50.4 

7% 

21 

6 

1.07 

1.19 

6.7 

0.16 

0.44 

6.2 

10.03 

130 

386 

Kansas  City  P&L 

37.0 

31 

36 

21 

3.34 

3.43 

9.3 

1.26 

2.68 

8.6 

27.00 

959 

728 

Kansas  City  Southern 

-19.2 

39 

.80 

32 

5.12 

4.19 

7.6 

0.78 

1.08 

2.8 

36,95 

407 

185 

Kansas  Gas  &  Elec 

90.3 

26% 

27 

14 

1.83 

1.99 

14.7 

1.44 

1.72 

6.4 

19,50 

833 

560 

Kansas  Power  &  Light 

8.8 

21% 

33 

20 

2.06 

2.29 

10.5 

0.63 

1.80 

8.3 

17,80 

748 

853 

Kaufman  &  Broad  Home 

-40.2a 

6 1/2 

22 

5 

2.02 

1.33 

3.2 

0.12 

0.30 

4.6 

6.76 

180 

150 

Kellogg 

108.3 

72% 

82 

32 

3.73 

4.60 

19.4 

1.78 

1.92 

2.7 

13.41 

8,725 

894 

Kellwood 

-49.2 

8'/4 

41 

5 

0.36 

1.81 

22.9 

0.13 

0.80 

9.7 

16.75 

97 

442 

Kelly  Services 

27.0 

311/2 

42 

23 

2.38 

2.61 

13.2 

0.69 

0.66 

2.1 

9.44 

1,011 
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5-year 

1986-90 

Earnings 

per  share 

Indicated 

Book 

price 

price 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 
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12  mos 
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earnings 

sales 

dividend 

yield 

per  share 

value 

Rank 

Company 

% 
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$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil 

741 

Kemper 

-20.9 

19'/4 

52 

17 

0.33 

4.30 

58.3 

0.32 

0.92 

4.8 

35.14 

941 

472 

Kennametal 

22.5 

271/4 

40 

20 

3.12 

3.27 

8.7 

0.47 

1.16 

4.3 

22.04 

286 

928 

Kentucky  Central  Life 

-54.7 

8 

21 

7 

1.79 

2.39 

4.5 

0.23 

0.40 

5.0 

23.62 

107 

380 

Kentucky  Utilities 

38.8 

21'/4 

24 

15 

2.11 

2.05 

10.1 

1.45 

1.46 

6.9 

13.94 

804 

947 

Kerr  Glass  Mfg 

-58.3 

5 

18 

5 

-0.59 

0.20 

def 

0.06 

none 

0.0 

10.94 

18 

415 

Kerr-McGee 

32.0 

4478 

54 

24 

2.75 

3.43 

16.3 

0.65 

1.44 

3.2 

31.93 

2,249 

704 

KeyCorp 

-14.2 

ir/s 

31 

17 

3.45 

3.94 

6.3 

0.54 

1.36 

6.2 

22.93 

923 

553 

Kimball  International 

10.3 

17% 

26 

13 

2.01 

1.99 

8.6 

0.61 

0.68 

3.9 

13.18 

368 

103 

Kimberly-Clark 

138.8 

80 

83 

32 

5.38 

6.24 

14.9 

1.03 

2.72 

3.4 

25.85 

6,381 

301 

KN  Energy 

55.8 

25'/« 

27 

12 

1.95 

1.93 

12.9 

0.62 

1.12 

4.5 

15.66 

237 

599 

Knight-Ridder 

2.5 

40% 

61 

33 

3.27 

3.20 

12.5 

0.88 

1.32 

3.2 

17.83 

2,051 

NR 

Kroger 

NA 

12'/2 

20 

7 

0.25 

1.08 

50.0 

0.05 

none 

0.0 

-35.42 

1,061 

9 

LA  Gear 

451.6a 

11% 

50 

2 

2.45 

2.25 

4.6 

0.25 

none 

0.0 

8.80 

221 

590 

La-Z-Boy  Chair 

3.8 

13% 

24 

12 

1.45 

1.63 

9.6 

0.41 

0.56 

4.0 

11.98 

248 

576 

Laclede  Gas 

6.3 

31% 

41 

26 

1.83 

NA 

17.3 

0.51 

2.40 

7.6 

23.49 

247 

887 

LADD  Furniture 

-46.1 

4% 

25 

4 

0.44 

0.76 

10.8 

0.17 

0.28 

5.9 

7.00 

89 

465 

Lafarge 

23.9 

10% 

21 

8 

1.23 

1.28 

8.4 

0.33 

0.40 

3.9 

15.79 

529 

464 

Lancaster  Colony 

23.9 

16 

26 

13 

1.34 

1.81 

11.9 

0.37 

0.80 

5.0 

11.90 

189 

387 

Lance 

37.0 

21% 

27 

15 

1.49 

1.65 

14.6 

1.54 

0.84 

3.9 

6.97 

681 

1027 

Landmark  Land 

-79.1 

4% 

25 

4 

-11.72 

NA 

def 

0.07 

none 

0.0 

1.34 

35 

634 

Lands'  End 

-4.1a 

11% 

36 

9 

0.82 

1.32 

14.2 

0.40 

0.20 

1.7 

5.76 

231 

583 

Leggett  &  Piatt 

4.9 

231/4 

38 

20 

2.62 

2.83 

8.9 

0.38 

0.84 

3.6 

16.34 

410 

672 

Lennar 

-10.9 

111/4 

35 

10 

1.90 

1.32 

5.9 

0.29 

0.24 

2.1 

25.85 

113 

699 

Leslie  Fay  Cos 

-13.8a 

10 1/8 

17 

4 

1.50 

1.88 

6.8 

0.23 

none 

0.0 

8.36 

193 

219 

Leucadia  National 

80.6 

21 

25 

9 

7.07 

3.13 

3.0 

0.39 

none 

0.0 

19.77 

262 

414 

LG&E  Energy 

32.1 

39% 

44 

29 

3.00 

3.59 

13.2 

1.20 

2.84 

7.2 

28.63 

840 

459 

Liberty  Corp 

24.5 

421/2 

53 

33 

4.42 

3.57 

9.6 

0.94 

0.92 

2.2 

33.59 

333 

30 

Lifetime 

258.4 

211/2 

35 

5 

1.88 

2.27 

11.4 

0.28 

none 

0.0 

13.17 

185 

84 

Eli  Lilly 

156.1 

71% 

90 

25 

3.74 

4.69 

19.1 

3.97 

1.64 

2.3 

13.92 

19,440 

349 

Limited 

45.2 

151/8 

26 

8 

1.05 

1.32 

14.5 

1.07 

0.24 

1.6 

3.45 

5,442 

335 

Lincoln  Electric 

48.6 

260 

285 

170 

29.64 

NA 

8.8 

0.38 

7.20 

2.8 

231.35 

277 

756 

Lincoln  National 

-22.9 

38% 

63 

31 

5.17 

5.54 

7.5 

0.19 

2.72 

7.0 

52.14 

1,613 

1021 

Lionel 

-77.3 

l'/4 

11 

1 

-0.23 

NA 

def 

0.04 

none 

0.0 

6.39 

17 

664 

Litton  Industries 

-8.5 

76% 

108 

64 

7.29 

7.43 

10.5 

0.36 

none 

0.0 

57.63 

1,839 

767 

LIVE  Entertainment 

-24.5 

11% 

25 

8 

1.30 

2.87 

8.6 

0.19 

none 

0.0 

10.90 

125 

131 

Liz  Claiborne 

118.6 

26% 

39 

12 

2.18 

2.61 

12.2 

1.41 

0.25 

0.9 

6.94 

2,307 

829 

Lockheed 

-36.1 

31% 

62 

25 

1.98 

5.05 

15.8 

0.20 

1.80 

5.7 

40.38 

1,983 

46 

Loctite 

219.1 

541/4 

61 

17 

3.56 

4.10 

15.2 

l.Sfi 

1.20 

2.2 

15.73 

988 

247 

Loews 

71.3 

93% 

135 

54 

11.84 

10.98 

7.9 

0.58 

1.00 

1.1 

64.09 

6,909 

1019 

Lone  Star  Industries 

-77.0 

7 

42 

5 

-16.94 

0.49 

def 

0.43 

none 

0.0 

21.54 

116 

916 

Lone  Star  Tech 

-52.9 

4 

24 

2 

-4.98 

0.91 

def 

0.13 

none 

0.0 

4.47 

81 

94 

Long  Island  Lighting 

148.5 

19% 

22 

6 

1.68 

2.38 

11.8 

0.90 

1.50 

7.5 

17.45 

2,212 

462 

Longs  Drug  Stores 

24.1 

38 

49 

25 

3.03 

3.48 

12.5 

0.34 

1.04 

2.7 

17.86 

765 

222 

Longview  Fibre 

79.6 

9% 

16 

5 

1.11 

1.21 

8.9 

0.79 

0.55 

5.6 

7.05 

540 

649 

Loral 

-6.2 

341/4 

49 

24 

3.18 

4.16 

10.8 

0.62 

0.88 

2.6 

22.83 

877 

140 

Lotus  Development 

113.0 

1 7% 

39 

7 

1.96 

2.31 

9.1 

1.16 

none 

0.0 

6.69 

753 

309 

Louisiana  Land 

55.0 

46% 

54 

23 

1.35 

2.19 

34.7 

1.67 

1.00 

2.1 

15.53 

1,318 

479 

Louisiana-Pacific 

21.0 

25% 

45 

20 

3.92 

3.28 

6.5 

0.51 

1.08 

4.3 

34.38 

988 

724 

Lowe's  Cos 

-18.3 

21% 

50 

15 

2.20 

2.44 

9.6 

0.28 

0.52 

2.5 

17.33 

787 

943 

LSI  Logic 

-57.5 

6% 

21 

5 

0.24 

0.72 

26.6 

0.43 

none 

0.0 

7.24 

265 

1055 

LTV 

-90.7 

% 

10 

t 

1.18 

NA 

0.5 

0.01 

none 

0.0 

-39.76 

71 

276 

Lubrizol 

63.4 

455/4 

46 

25 

4.85 

3.65 

9.4 

1.19 

1.52 

3.3 

17.92 

1,622 

36 

Lukens 

245.9 

311/8 

45 

8 

5.57 

5.20 

5.6 

0.38 

1.48 

4.8 

25.19 

259 

1067 

LVI  Group 

-96.4 

1/8 

9 

t 

-1.71 

-0.25 

def 

0.01 

none 

0.0 

0.05 

2 

NR 

Lyondell  Petrochem 

NA 

151/4 

34 

13 

4.34 

2.13 

3.5 

0.21 

1.60 

10,5 

0,11 

1,220 

972 

M/A-Com 

-66.7 

5 

19 

3 

-4.32 

0.75 

def 

0.33 

none 

0,0 

8.49 

123 

815 

Magma  Copper 

-33.9b 

4% 

14 

4 

2.11 

1.03 

2.2 

0.17 

none 

0,0 

10.83 

129 

NR 

MagneTek 

NA 

8 

14 

7 

1.46 

1.48 

5.5 

0.17 

none 

0.0 

5.77 

183 

1058 

MAI  Systems 

-91.5a 

'V, 

6    21 

T 

0.03 

NA 

31.3 

0.02 

none 

0,0 

3.20 

14 

678 

Manor  Care 

-11.9 

15% 

26 

10 

0.74 

1.05 

21.3 

0.83 

0.13 

0.8 

5,78 

604 

946 

Manufacturers  Hanover 

-57.8 

19% 

58 

15 

4.10 

4.25 

4.8 

0.17 

3.28 

16,5 

41,50 

1,311 

579 

Manufacturers  Natl 

5.6 

421/2 

60 

31 

7,01 

7.42 

6.1 

0.57 

2.32 

5,5 

43,26 

640 

1052 

Manville 

-89.6 

5 

71 

4 

1.12 

0.97 

.    4.5 

0.11 

none 

0,0 

6,36 

240 

110 

Mapco 

131.6 

44 

47 

18 

4.07 

4.59 

10.8 

0.55 

1.00 

2,3 

14.17 

1,327 

Note:  Except  as  indicated,  price  chaiiges  are  f 

roni  Dec.  I 

1.  1985  to 

Nov.  H 

.1990 

T;Le.ssthan$l.     NR 

Not  ranked  because  of 

merger,  spinoff,  reorga 

iization.  new 

■  issue  or 

conversion  to  stock  compam-  Range  is  for  p 

friocLsinct 

'  such  change,     a 

Four 

year  price 

change,     b: 

Three-\ear 

price  chan; 

?e.     c:  Does 

not  reflet  t 

special  cash  dividend    | 

paid. 

NA;  Not  available.     NM:  Not  meaning 

ful.     def:I 

Deficit 

Si 

:>urces:  For 

hes:  Media 

Gener 

al:  his 

liliiliotuil  Brokers  Eslin 

ale  Svsleni, 

a  seri  'ice  oj 

fLy/tc/j,  tone 

i'  &  Ryan,  1 

ia  I.oliLS  One  Source: 
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WHO'S  WHERE  IN  THE  STOCK  MARKET 


5-year 

1986-90 

Earnings 

per  share 

Indicated 

Book 

price 

price 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 

Recent 

ran^e 

12mos 

estimate 

earnings 

sales 

dividend 

yield 

pet  share 

value 

Rank 

Company 

% 

price 

high 

low 

$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil 

65 

Marion  Merrell  Dow 

182.0 

32 '4 

42 

11 

1.51 

1.97 

21.4 

4.14 

0.80 

2.5 

3.55 

8,975 

441 

Mark  IV  Industries 

27.2 

7^'s 

15 

5 

4.04 

NA 

1.9 

0.13 

0,10 

1.3 

11.16 

106 

917 

Marriott 

-53.0 

10' J 

44 

8 

1.01 

1.54 

10.1 

0.13 

0,28 

2.7 

6,11 

972 

204 

Marsh  &  McLennan  Cos 

84.7 

75 '.'4 

90 

41 

4.18 

4.75 

18.0 

2.09 

2.60 

3,5 

12,05 

5,526 

122 

Marsh  Supermarkets 

121.6 

16'/4 

20 

7 

1.57 

1.85 

10.4 

0,12 

0.40 

2,5 

9,42 

126 

613 

Marshall  &  Ilsley 

1.0 

26 

38 

23 

3.61 

3.70 

7.2 

0,70 

1.20 

4,6 

25,70 

577 

248 

Marshall  Industries 

71.1 

1 8 1/2 

30 

8 

2.33 

2.82 

7.9 

0,28 

none 

0,0 

16.65 

156 

512 

Martin  Marietta 

15.2 

40% 

57 

32 

6.74 

6.92 

6.1 

0.34 

1.50 

3,7 

26,67 

2,077 

716 

Masco 

-17.4 

165/8 

41 

14 

1.17 

1.61 

14.2 

0.80 

0.56 

3,4 

11.94 

2,588 

725 

Masco  Industries 

-18.5 

4% 

19 

4 

0.00 

0.54 

NA 

0.22 

none 

0.0 

5,02 

340 

300 

Mattel 

56.2 

19'/8 

26 

6 

1  92 

2.33 

10.0 

0.69 

0.12 

0,6 

4.41 

971 

817 

Maxtor 

-33.9 

4'/, 

ii 

4 

0.92 

1.65 

5.2 

0,15 

none 

0,0 

7.48 

97 

312 

Maxus  Energy 

53.6b 

IOV4 

17 

6 

-0.62 

0.52 

def 

1,69 

none 

0,0 

-0.56 

1,075 

126 

Maxxam 

119.8 

30 '/2 

68 

8 

17.22 

29.82 

1.8 

0.11 

none 

0,0 

25.07 

263 

404 

May  Dept  Stores 

34.0 

41% 

59 

22 

3.97 

4.62 

10.5 

0,52 

1.58 

3.8 

20.56 

5,217 

866 

Maytag 

-42.2 

11 '/4 

32 

10 

1.19 

1.13 

9.5 

0,38 

0,95 

8,4 

9.52 

1,189 

411 

MCA 

33.0 

651/2 

71 

30 

2.68 

3.01 

24.4 

1,27 

0,68 

1,0 

25.33 

4,925 

616 

McCaw  Cellular 

0.8b 

16 1/4 

47 

11 

2.54 

-1.65 

6.4 

3,25 

none 

0.0 

6.15 

2,892 

82 

MeCormick  &  Co 

159.8 

22'/. 

27 

8 

1.52 

1.70 

14.6 

0,70 

0.48 

2,2 

8.35 

895 

326 

McDermott  Intl 

50.7 

271/2 

35 

13 

-0.12 

1.10 

def 

0,43 

1,00 

3,6 

15.24 

1,205 

287 

McDonald's 

60.0 

28y4 

39 

16 

2.15 

2.48 

13.4 

1,57 

0.34 

1,2 

10.20 

10,313 

804 

McDonnell  Douglas 

-30.8 

51% 

95 

34 

9.56 

5.22 

5.4 

0,12 

2.82 

5,5 

85.87 

1,967 

615 

McGraw-Hill 

0.8 

48y8 

86 

40 

0.47 

3.83 

102.9 

1,24 

2.16 

4,5 

18,08 

2,355 

63 

MCI  Communications 

183.4 

3iy8 

48 

5 

1.12 

3.23 

28.5 

1,09 

0.10 

0,3 

6.38 

8,038 

546 

McKesson 

11.2 

29l's 

40 

23 

2.24 

2.70 

13.0 

0,14 

1.60 

5,5 

20.85 

1,133 

NR 

MCN 

NA 

21 

24 

17 

1.63 

2.27 

12.9 

0,40 

1.64 

7,8 

13.17 

488 

1071 

MDC  Holdings 

-97.4 

'/. 

23 

t 

-3.92 

NA 

def 

0,01 

none 

0.0 

7.89 

6 

592 

Mead 

3.7 

23 

50 

20 

2.48 

2.43 

9.3 

0,30 

1.00 

4.3 

26.55 

1,432 

68 

Medco  Containment 

173.6 

29 

30 

8 

0.19 

0.92 

152.6 

1,27 

0.04 

0.1 

6.16 

1,374 

708 

Media  General 

-15.1 

1678 

51 

16 

0.82 

0.96 

20,6 

0,69 

0.44 

2.6 

10.02 

427 

18 

Medtronic 

312.6 

89'/. 

89 

21 

4.15 

5.25 

21.6 

2,85 

0.82 

0.9 

21.43 

2,654 

934 

Mellon  Bank 

-56.4 

22% 

73 

18 

5.13 

4.97 

4.4 

0,29 

1.40 

6.2 

34.54 

1,002 

311 

Melville 

54.0 

38% 

58 

22 

3.51 

4.16 

11.1 

0,49 

1.42 

3.7 

17.99 

4,003 

785 

Mercantile  Bancorp 

-28.4 

191/2 

37 

17 

3.16 

3.63 

6.2 

0,42 

1.40 

7.2 

25.14 

316 

681 

Mercantile  Stores 

-12.4 

27ya 

53 

24 

3.57 

3.98 

7.7 

0,43 

0,97 

3,5 

29.24 

1,009 

27 

Merck 

269.6 

84% 

91 

22 

4.35 

5.34 

19.4 

4.50 

2,24 

2,7 

8.90 

32,986 

658 

Mercury  General 

-7.6 

18'/4 

25 

11 

4.07 

3.19 

4,5 

0.46 

0,60 

3,3 

13.07 

'     246 

813 

Meredith 

-33.3 

22 '/2 

43 

21 

1.69 

1.84 

13,3 

0.56 

0.64 

2,8 

17.19 

417 

831 

Meridian  Bancorp 

-36.6 

12'/s 

28 

11 

0.67 

2.28 

18,1 

0.39 

1.20 

9,9 

17,68 

491 

NR 

Merisel 

NA 

2 

8 

2 

0.28 

0.82 

7.1 

0.05 

none 

0,0 

4.08 

48 

1056 

Meritor  Savings  Bank 

-90.7 

'V„ 

1.3 

t 

-6.35 

-0.88 

def 

0.04 

none 

0,0 

8.66 

33 

880 

Merrill  Lynch 

-44.7 

19 

47 

16 

-2.22 

1,89 

def 

0,18 

1.00 

5,3 

27.77 

1,961 

21 

Merry-Go-Round 

288.4 

17% 

28 

3 

1.54 

1.84 

11,6 

0,70 

0.10 

0,6 

4,63 

414 

639 

Fred  Meyer 

-4.8a 

12'/2 

23 

10 

-0.21 

1.69 

def 

0.12 

none 

0,0 

11,18 

281 

868 

Michigan  National 

-42.6 

18'/2 

58 

13 

4.58 

4.63 

4,0 

0.27 

2.00 

10,8 

50,03 

277 

87 

MicroAge 

154.4b 

11% 

19 

4 

1.46 

1,85 

7,6 

0.08 

none 

0,0 

6,53 

49 

527 

Micron  Technology 

13.3 

9% 

26 

4 

0.13 

0.66 

74,1 

1,06 

none 

0.0 

12,97 

354 

8 

Microsoft 

476.1a 

691/2 

81 

6 

2.62 

3,12 

26,6 

5,84 

none 

0.0 

8,08 

7,689 

1039 

Midlantic 

-83.7 

71/8 

52 

7 

-4.39 

1.29 

def 

0,11 

1,00 

14,0 

38.51 

272 

762 

Midway  Airlines 

-23.6 

51/4 

22 

5 

-8.19 

-1.90 

def 

0,08 

none 

0.0 

8,36 

53 

445 

Midwest  Resources 

26.6 

18% 

24 

14 

1.38 

NA 

13,6 

1,02 

1,56 

8,3 

12,58 

938 

776 

Herman  Miller 

-26.7 

171/8 

31 

16 

1.90 

2.15 

9,0 

0,49 

0,52 

3,0 

12,27 

439 

394 

Millipore 

35.7 

30% 

46 

23 

1.95 

2.28 

15,8 

1,26 

0,44 

1,4 

14,61 

861 

492 

Mine  Safety  Appliance 

18.8 

471/2 

62 

25 

4.45 

NA 

10,7 

0,68 

0,88 

1,9 

37,73 

309 

223 

Minn  Mining  &  Mfg 

79.4 

80 1/2 

91 

43 

5.88 

6.47 

13,7 

1,41 

2,92 

3,6 

26,61 

17,869 

429 

Minnesota  Power  &  Lt 

29.4 

25% 

35 

19 

2.43 

2.38 

10,5 

1,58 

1,86 

7,3 

20,83 

748 

242 

Mitchell  Energy 

72.7 

22% 

25 

8 

0.63 

1.12 

36,3 

1,60 

0.32 

1,4 

12,41 

1,074 

1053 

MLX 

-89.8a 

1/2 

9 

t 

-1.00 

NA 

def 

0,03 

none 

0,0 

1,36 

14 

1003 

MNC  Financial 

-73.5 

4% 

29 

4 

-1.96 

0.87 

def 

0,13 

1,16 

24,4 

18,66 

403 

183 

Mobil 

90.5 

57% 

70 

27 

4.10 

5.15 

14,1 

0,44 

2,90 

5,0 

40,77 

23,409 

275 

Modine  Manufacturing 

63.4 

19 

23 

11 

1.84 

1.95 

10,3 

0,63 

0.68 

3,6 

12,47 

284 

333 

Molex 

49.0 

21% 

28 

13 

1.29 

1.35 

16,9 

1,80 

0,02 

0,1 

9,65 

1,117 

1054 

Monarch  Capital 

-90.0 

S'/> 

91 

4 

-15.30 

1.21 

def 

0,09 

none 

0,0 

42,91 

40 

198 

Monsanto 

86.4 

44'^ 

62 

22 

4.65 

4.97 

9.6    ■ 

0,65 

1,94 

4,4 

29,79 

5,747 

Note:  Except  as  indicated,  price  changes  afe  f 

•om  Dec.  3 

1,  19H5toN 

OV.   l4 

1 990 
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5-year 

1986-90 

Earnings  per  share 

Indicated 

Book 

price 

price 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 

Recent 

range 

12  mos 

estimate 

earnings 

sales 

dividend 

yield 

per  share 

value 

Rank 

Company 

% 

price 

high 

low 

$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil 

491 

Montana  Power 

18.9 

19'/4 

22 

15 

1,52 

1,93 

12.7 

1,17 

1,42 

7,4 

16,12 

953 

511 

Moore  Cotp 

15.5 

23% 

34 

17 

1,62 

1,93 

14.4 

0.78 

0,94 

4,0 

15,27 

2,206 

427 

JP  Morgan  &  Co 

29.4 

411/2 

54 

27 

3.84 

4,56 

10,8 

0,74 

1,82 

4,4 

21.77 

7,690 

948 

Morgan  Products  Ltd 

-59.0 

6'/4 

31 

6 

-0.43 

0,59 

def 

0,13 

none 

0,0 

9.81 

53 

440 

Morgan  Stanley 

27.5a 

55 '/8 

80 

26 

9.14 

7.73 

6,0 

0.33 

1,50 

2,7 

47,85 

2,003 

726 

Morrison 

-18.9 

n'A 

34 

13 

1.26 

1.96 

10,1 

0,24 

0,64 

5,0 

10.35 

217 

736 

Morrison  Knudsen 

-20.6 

371/2 

61 

30 

2,89 

3.50 

13,0 

0.25 

1,48 

3.9 

21.97 

427 

NR 

Morton  International 

NA 

441/4 

46 

32 

2,96 

3.04 

14,9 

1,22 

0.96 

2,2 

21.00 

2,124 

356 

Motorola 

44.1 

56 

88 

34 

3.99 

4.81 

14,0 

0,69 

0.76 

1,4 

29.16 

7,365 

209 

Multimedia 

83.0 

55 '/8 

108 

27 

3,81 

4.74 

14,5 

1,31 

none 

0,0 

^3.06 

624 

405 

Murphy  Oil 

33.9 

39 '/2 

48 

20 

3,09 

2.77 

12.8 

0,74 

1,00 

2,5 

22.71 

1,339 

507 

Nacco  Industries 

16.7 

27  Vh 

71 

19 

5,69 

5,23 

4.8 

0,17 

0,60 

2.2 

33.89 

241 

232 

Nalco  Chemical 

75.3 

46% 

61 

24 

3,29 

3,66 

14,2 

1,40 

1,60 

3.4 

12.18 

1,634 

538 

Nash  Finch 

12.0 

17>/2 

28 

15 

1,62 

1,97 

10.8 

0,08 

0,68 

3.9 

14.45 

190 

100 

Nashua 

142.2 

38 

45 

15 

2.77 

4,15 

13,7 

0,42 

0,72 

1.9 

25.53 

246 

436 

National  City 

27.6 

28 

42 

22 

4.39 

4,62 

6,4 

0,64 

1.88 

6,7 

24.86 

1,696 

983 

Natl  Convenience 

-69.8 

3'/8 

14 

3 

-0.43 

0,30 

def 

0,07 

none 

0.0 

4,42 

70 

1022 

National  Education 

-77.3 

31/4 

31 

2 

-1.50 

0,40 

def 

0,25 

none 

0,0 

5.33 

96 

286 

National  Fuel  Gas 

60.0 

23 

28 

14 

1,83 

2.09 

12,6 

0,73 

1,42 

6,2 

16.44 

652 

NR 

National  Health  Labs 

NA 

14 1/4 

17 

7 

0,79 

0.97 

18,0 

2,92 

none 

0,0 

3.33 

1,412 

922 

National  Intergroup 

-53.4 

12 'A 

29 

10 

-12,49 

2,00 

def 

0,10 

none 

0,0 

32.25 

277 

271 

National  Medical 

64.8 

36% 

40 

16 

3,13 

3.60 

11,8 

0,76 

0,80 

2,2 

15.93 

2,909 

977 

Natl  Semiconductor 

-69.0 

3% 

22 

3 

-1,73 

0,57 

def 

0,23 

none 

0,0 

7,33 

400 

377 

National  Service 

39.2 

26% 

30 

17 

2,02 

2,16 

13,3 

0,81 

0,92 

3,4 

12,44 

1,3,33 

1031 

National-Standard 

-79.8 

2y4 

15 

3 

-3.27 

NA 

def 

0,04 

none 

0,0 

16,14 

12 

1004 

Navistar  Intl 

-73.5 

21/4 

12 

2 

-0.18 

0.20 

def 

0.14 

none 

0,0 

3,. 53 

563 

218 

NBD  Bancorp 

80.7 

32i/» 

36 

17 

3,71 

4,05 

8.7 

0,89 

1,40 

4,4 

23,26 

2,365 

165 

NCH 

98.1 

51'/2 

67 

25 

4,80 

5.75 

10.7 

0,67 

1,00 

1,9 

25,36 

434 

568 

NCNB 

7.8 

24% 

55 

16 

4,47 

4,44 

5,5 

0,38 

1,48 

6,1 

27.36 

2,483 

367 

NCR 

40.7 

56V8 

87 

39 

5,71 

6,19 

9,9 

0,61 

1,40 

2,5 

28.12 

3,797 

673 

Neiman  Marcus  Group 

-10.9b 

131/4 

46 

10 

0,12 

0.42 

110,4 

0,26 

0,20 

1,5 

7,86 

433 

604 

New  England  Electric 

2.0 

25 '/2 

35 

20 

4„33 

2.61 

5,9 

0,89 

2,04 

8,0 

19,24 

1,617 

709 

NY  State  E&G 

-15.3 

24% 

39 

20 

2,55 

2,69 

9,5 

1,02 

2.08 

8,6 

21.29 

1,509 

766 

New  York  Times 

-24.5 

18 1/2 

50 

17 

0,45 

1,01 

41,1 

0,79 

0,56 

3,0 

13.63 

1,409 

16 

Newell  Co 

320.3 

23% 

36 

5 

1.70 

1,74 

13,7 

1,27 

0.50 

2,2 

7.51 

1,373 

297 

Newmont  Mining 

57.0c 

37 

102 

21 

6.22 

2,05 

5,9 

3.75 

0.60 

1,6 

-2,96 

2,498 

832 

Niagara  Mohawk  Power 

-36.6 

13 

26 

11 

1,13 

1.56 

11,5 

0,57 

none 

0,0 

14,07 

1,769 

139 

Nicor 

113.9 

46% 

47 

20 

4,09 

4.10 

11,3 

0,84, 

2,12 

4,6 

22.16 

1,339 

12 

NIKE 

386.8 

34% 

48 

5 

3,52 

4.45 

9,8 

1,04 

0,40 

1.2 

10.46 

2,574 

194 

Nipsco  Industries 

88.7 

IS'/a 

20 

8 

1,02 

1,91 

18,3 

0,83 

1,04 

5.6 

13.93 

1,292 

NR 

NL  Industries 

NA 

11% 

28 

9 

1.56 

3,13 

7,2 

0.81 

0,60 

5,3 

2.00 

744 

848 

Noland 

-39.4 

10 

27 

9 

1,32 

NA 

7,6 

0,08 

0,46 

4,6 

26.30 

37 

195 

Nordstrom 

88.5 

221/2 

42 

12 

1,24 

1.71 

18,1 

0,64 

0,30 

1,3 

8,99 

1,836 

340 

Norfolk  Southern 

47.3 

39% 

47 

21 

3,55 

3.85 

11.2 

1,40 

1.60 

4,0 

30,44 

6,448 

1006 

Nortek 

-74.4 

2% 

19 

2 

-1,88 

NA 

def 

0,04 

0,10 

3,5 

15.65 

40 

1050 

Northeast  Federal 

-88.5 

1% 

27 

2 

-19,66 

NA 

def 

0,02 

none 

0,0 

15.17 

11 

515 

Northeast  I'tilities 

14.8 

20% 

28 

17 

2.01 

2.06 

10,1 

0,97 

1,76 

8,6 

16,13 

2,222 

477 

No  States  Power 

21.7 

321/4 

41 

25 

3.55 

3.16 

9,1 

0,95 

2.32 

7,2 

24,01 

2,017 

344 

Northern  Telecom 

46.5 

25  Vs 

30 

13 

1,72 

1,95 

14,9 

0,93 

0,32 

1,2 

11.14 

6,204 

171 

Northern  Trust 

94.7 

271/2 

35 

14 

3.17 

3,39 

8,7 

0.76 

0,84 

3,1 

17,09 

983 

962 

Northrop 

-63.4 

16% 

53 

14 

2,86 

2,89 

5,6 

0.14 

1,20 

7,4 

18,65 

758 

233 

Norwest 

75.2 

18 1/4 

24 

9 

2,68 

2,95 

6,8 

0,56 

0,92 

5,0 

14.10 

1,885 

7 

Novell 

527.4 

30 

30 

4 

1.12 

1,70 

26,9 

4.51 

none 

0,0 

3.57 

2,109 

307 

Nucor 

55.2 

55% 

82 

29 

3.25 

4,61 

17,2 

0,84 

0,48 

0,9 

27.31 

1,196 

797 

NWNL 

-29.5 

17 

44 

12 

4,08 

6,12 

4,2 

0,16 

1,32 

7.8 

38.69 

211 

345 

Nynex 

46.0 

71% 

92 

46 

4.25 

6.58 

16.8 

1,05 

4,56 

6,4 

47,55 

14,155 

795 

Occidental  Petroleum 

-29.4 

21% 

40 

18 

1.08 

1,37 

20.3 

0,31 

2,50 

11,4 

21,67 

6,416 

521 

Ogden 

14.0 

18% 

45 

14 

1.66 

1.69 

11.4 

0,52 

1.25 

6.6 

10,87 

804 

578 

Ohio  Casualty 

6.1 

37 

53 

27 

3.85 

4,61 

9.6 

0,41 

2.32 

6.3 

36.94 

662 

573 

Ohio  Edison 

6.9 

171/2 

24 

16 

1.98 

1.80 

8,8 

1,21 

1.50 

8.6 

16.82 

2,670 

371 

Oklahoma  G&E 

39.7 

381/4 

39 

26 

3,41 

3.31 

11,2 

1.25 

2.48 

6.5 

21,28 

1,542 

597 

Old  Kent  Financial 

2.7 

23% 

29 

18 

3.35 

3.38 

7.1 

0,72 

1,16 

4.9 

21,09 

629 

729 

Old  Republic  Intl 

-19.6 

221/2 

33 

17 

4.39 

4,79 

5.1 

0,36 

0,76 

3.4 

29,37 

450 

734 

Olin 

-20.5 

291/2 

68 

28 

5,16 

4,69 

5.7 

0,22 

2,20 

7.5 

35.00 

565 

Note:  Except  as  indicated,  price  changes  are  f 

rom  Dec. . 

n.  198StoNov,  U 

,1990 

f :  Le,ss  tl 

an$l,     NR 

,\ot  ranked  becau,se  c  1 

merger,  ,^pinoff,  reorga 

lization,  new 

issue  or 

conversion  to  stock  company.  Range  is  for  p 

eriod  sinct 

;  such  change,     a 

Hour 

-year  price 

change,     b: 

Three-year 

price  ch.in 

^e      c:  Does 

not  reflect 

speci.il  c.ish 

dn  idend 

paid. 

NA:  Not  available,     NM,  Not  meaning 

fui,     def: 

Jeficit. 

S 

ources:  Foi 

•/»',<,  Media  Geiierai  Ins 

Ulutional  li 

rokcrs  Estin 

late  Svsiciii. 

ii  set'tice  0 

/'Iviidi.  lone 

<  <■"-  Rycin.  1 

ui  Ij.Iiis  Oin 

Source 
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WHO'S  WHERE  IN  THE  STOCK  MARKET 


I 


5-year 

1986-90 

Earnings 

per  share 

Indicated 

Book 

price 

price 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 

Recent 

range 

12mos 

estimate 

earnings 

sales 

dividend 

yield 

per  share 

value 

Rank 

Company 

% 

price 

high 

low 

$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil 

676 

Olsten 

-11.6 

9ys 

24 

8 

1.04 

1.20 

9.3 

0.25 

0.24 

2.5 

5.97 

150 

617 

Omnicom  Group 

0.6a 

20 '/4 

29 

15 

2.02 

2.30 

10.0 

0.46 

1.10 

5,4 

9.05 

527 

670 

Oneida 

-10.6 

9V« 

19 

7 

1.01 

1.32 

9.3 

0.23 

0.48 

5.1 

10.82 

97 

657 

Oneok 

-7.5 

14% 

22 

5 

1.21 

1.44 

12.2 

0.59 

0.76 

5.2 

12,11 

393 

111 

Oracle  Systems 

131.3a 

6 

28 

2 

0.50 

0.89 

12,0 

0.78 

none 

0.0 

2,96 

782 

577 

Orange  &  Rockland 

6.2 

29% 

40 

25 

3.21 

3.22 

9.3 

0.69 

2.34 

7.8 

24,16 

389 

909 

Orion  Capital 

-52.0 

151/4 

40 

11 

3.35 

4.17 

4.6 

0.12 

0.92 

6.0 

22,27 

99 

523 

Orion  Pictures 

13.5 

llVs 

27 

6 

0.40 

0.67 

29.1 

0.43 

none 

0,0 

10.28 

211 

NR 

Oryx  Energy 

NA 

4iys 

55 

23 

0.92 

1.99 

45.3 

2.18 

1.20 

2.9 

15,22 

3,615 

956 

Oshkosh  Truck 

-61.5 

7Vi 

33 

7 

0.19 

0.26 

39.5 

0.15 

0.50 

6,7 

13,90 

68 

945 

Outboard  Marine 

-57.6 

ITs 

46 

9 

-3.98 

-0,18 

def 

0.20 

0.80 

6.7 

32,96 

231 

552 

Owens  &  Minor 

10.4 

1314 

16 

8 

0.73 

1.20 

18.2 

0.09 

0.26 

2.0 

9.28 

109 

532 

Owens-Corning 

12.7a 

15'/2 

37 

9 

3.64 

3.56 

4.3 

0.19 

none 

0.0 

-10.78 

626 

931 

Oxford  Industries 

-55.6 

7 

19 

7 

0.56 

0.98 

12.5 

0.12 

0.50 

7.1 

11.19 

65 

457 

Paccar 

24.7 

29 

52 

21 

4.49 

2.93 

6.5 

0.35 

2.50 

8.6 

28.87 

1,012 

735 

Pacific  Enterprises 

-20.6 

38 '/2 

61 

34 

-1.07 

3.17 

def 

0.39 

3.48 

9.0 

30.00 

2,693 

483 

Pacific  G&E 

20.7 

24'/« 

28 

14 

1.82 

2.09 

13.3 

1.11 

1.52 

6.3 

17.38 

10,173 

130 

Pacific  Telesis 

118.6 

461/4 

52 

20 

2.88 

3.11 

16.1 

1.92 

2.02 

4.4 

20,58 

18,686 

280 

PacifiCare  Health 

62.3 

14 

30 

3 

1.48 

1.65 

9.5 

0.16 

none 

0,0 

4.08 

160 

393 

PacifiCorp 

36.0 

211/4 

24 

13 

1.82 

1.98 

11.7 

1.40 

1.44 

6.8 

12.37 

5,277 

914 

PaineWebber  Group 

-52.7 

131/4 

39 

12 

0.90 

0.98 

14.7 

0.11 

0.52 

3,9 

27,45 

331 

379 

Pall 

38.9 

311/4 

37 

20 

1.72 

2.04 

18.2 

2.14 

0.56 

1,8 

11,42 

1,208 

1014 

Pan  Am 

-75.7 

r/8 

10 

1 

-3.02 

-1.61 

def 

0.07 

none 

0,0 

-4,26 

282 

937 

Panhandle  Eastern 

-57.2a 

ir/8 

35 

10 

0.77 

1.22 

15.4 

0.32 

0.80 

6,7 

16,21 

1,051 

303 

Paramount  Commun 

55.8 

38'/4 

66 

23 

11.51 

2.40 

3.4 

1.26 

0.70 

1,8 

30,98 

4,609 

675 

Parker  Hannifin 

-11.4 

22% 

49 

19 

2.37 

2.39 

9.6 

0.45 

0.92 

4,0 

20,49 

1,110 

1051 

Pathe  Communications 

-88.5 

3% 

46 

2 

1.91 

NA 

1.8 

0.70 

none 

0,0 

1.85 

202 

791 

Penn  Central 

-29.1 

18 

34 

15 

1.60 

1,76 

11.3 

0.45 

0.48 

2,7 

27.84 

939 

NR 

Penn  Traffic 

NA 

13% 

27 

12 

-6.53 

NA 

def 

0.03 

none 

0,0 

1.06 

77 

295 

JC  Penney 

57.2 

43% 

76 

26 

5.86 

6.04 

7.4 

0.31 

2.64 

6,1 

37.65 

5,132 

334 

Pennsylvania  P&L 

48.7 

42y4 

43 

28 

4.22 

4.23 

10.1 

1.33 

2.98 

7,0 

28,36 

3,225 

582 

Pennzoil 

4.9 

67i/« 

95 

39 

-1.32 

3.52 

def 

1.42 

3.00 

4,5 

35,23 

2,693 

674 

Pentair 

-11.2 

IVA 

.36 

16 

2.40 

2.58 

9.5 

0.21 

0.88 

3,9 

24,04 

244 

NR 

People's  Bank 

NA 

31/2 

10 

3 

-0.99 

0.53 

def 

0.16 

0.72 

20,6 

14,76 

114 

481 

Peoples  Energy 

20.9 

23% 

27 

14 

2.07 

2.45 

11.5 

0.67 

1.66 

7,0 

16,20 

781 

547 

Pep  Boys 

11.1 

10 

19 

8 

0.71 

0.87 

14.1 

0.64 

0.12 

1,2 

5,63 

555 

48 

PepsiCo 

217.1 

25% 

28 

7 

1.26 

1.61 

20.3 

1.18 

0.40 

1,6 

4,92 

10,271 

1016 

Perini 

-76.4 

7 

40 

7 

1.13 

1.78 

6.2 

0.03 

0.80 

11.4 

33,48 

27 

806 

Perkin-Elmer 

-31.2 

211/4 

41 

19 

1.10 

1.57 

19.3 

0.85 

0.68 

3.2 

11,77 

712 

985 

Perry  Drug  Stores 

-70.0 

51/K 

21 

5 

0.56 

0.82 

9.2 

0.08 

none 

0.0 

4.96 

52 

828 

Petrie  Stores 

-36.1 

15% 

40 

13 

0.51 

0.79 

30.2 

0.56 

0.20 

1.3 

13.78 

719 

745 

Petroleum  Heat  &  Pwr 

-21.4a 

11 

18 

11 

-1.09 

NA 

def 

0.30 

1.70 

15.5 

-0.21 

173 

304 

Pfizer 

55.6 

78y4 

79 

41 

4.37 

5.44 

18.0 

2.13 

2.40 

3.0 

27.44 

12,999 

142 

Phelps  Dodge 

112.5c 

48% 

79 

16 

6.15 

9.73 

7.9 

0.65 

3.00 

6.1 

39.00 

1,688 

877 

PHH 

-44.3 

21% 

45 

18 

2.22 

3.38 

9.6 

0.18 

1.20 

5,6 

21.38 

364 

642 

Philadelphia  Elec 

-5.0 

16 1/2 

26 

15 

0.53 

1.87 

31.1 

0.96 

1.20 

7.3 

17.67 

3,504 

13 

Philip  Morris  Cos 

342.5 

48% 

52 

11 

3.81 

4.67 

12.8 

1.07 

1.72 

3.5 

10.31 

45,214 

138 

Phillips  Petroleum 

114.4 

26 

31 

8 

0.19 

2.51 

136.8 

0.51 

1.12 

4.3 

9,66 

6,387 

565 

Phillips-Van  Heusen 

8.2 

i3y8 

27 

8 

1.64 

2.73 

8.3 

0.16 

0.28 

2.1 

10,17 

124 

869 

PHM 

-42.7 

7% 

24 

6 

1.39 

1.10 

5.7 

0.17 

0,12 

1.5 

12,08 

185 

967 

Pic'N'Save 

-65.2 

7% 

30 

6 

0.44 

0.87 

16.2 

0.47 

none 

0.0 

6,14 

242 

281 

Piedmont  Natural  Gas 

61.6 

291/2 

30 

17 

2.47 

2.65 

11.9 

0.77 

1.68 

5.7 

17,46 

312 

879 

Pilgrim's  Pride 

-44.4a 

5% 

15 

4 

0.72 

0.92 

7.8 

0.18 

0.06 

1.1 

3,86 

127 

NR 

Pinkerton 

NA 

2iy4 

23 

14 

1.41 

1.99 

15.4 

0.23 

none 

0.0 

4,53 

133 

950 

Pinnacle  West 

-59.6 

11 

33 

5 

-5.70 

1.50 

def 

0.61 

none 

0.0 

16.31 

954 

653 

Pioneer  Hi-Bred  Intl 

-6.6 

351/2 

48 

24 

2.33 

3.17 

15.2 

1.15 

1.16 

3.3 

19.86 

1,106 

324 

Pitney  Bowes 

51.1 

36% 

55 

23 

1.78 

3.61 

20.6 

0.93 

1.20 

3.3 

18.02 

2,919 

304 

Pittston 

55.6 

191/4 

22 

9 

0.35 

2.01 

55.0 

0.41 

0,20 

1.0 

11.33 

718 

NR 

Pittway 

NA 

28 

43 

16 

1.98 

NA 

14.1 

0.42 

0.60 

2.1 

26.54 

387 

927 

Ply  Gem  Industries 

-54.5 

5% 

18 

4 

0.59 

0.81 

10.0 

0.11 

0.12 

2.0 

10.26 

61 

818 

PNC  Financial 

-34.3 

23 

51 

16 

2.52 

3.88 

9.1 

0.45 

2.12 

9.2 

29.52 

2,177 

594 

Polaroid 

3.5 

22-% 

50 

17 

2.00 

2.19 

11.2 

0.61 

0.60 

2.7 

12.65 

1,164 

443 

Pope  &  Talbot 

26.8 

12% 

30 

9 

2.81 

1.88 

4.3 

0.25 

0.72 

5.9 

16.91 

143 

747 

Portland  General 

-21.6 

171/1 

37 

15 

0.04 

1.92 

4,U,3 

0.95 

1.20 

7.0 

16.52 

796 

Note;  Except  as  indicated,  price  clnange^  are  t 

oni  Dec.  3 

1,  198Sto 

\'ov.  14 

1990 

tiLe.ssthan  $1,     NR; 

Not  ranked  because  of 

merger,  spinoff,  reorgai 

lization,  ne^ 

'  issue  or 

conversion  to  stock  compan\-  Range  is  for  pi 

•riod  since 

such  change,     a: 

I-'our- 

vear  price 

rhange.     b: 

rhree-x-ear 

price  chang 

e.    c;  Does 

not  reflect 

special  cash  dividend    | 

paid. 

NA:  Not  available,     NM:  Not  meaning 

ul.     def:  r 

Jericlt. 

Sc 

urces:  For 

hcs:  Mi'diii  Ccmrt 

//,  IllSl 

ilulioiuil  liioL'crs  Ksl/iii 

cik'  SystcDi. 

(I  scrria'  oj 
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HI 

^H 

^H 

^H 

^H 

^H 

■n 

^m 

5-year 

1986-90 

Earnings 

per  share 

Indicated 

Book 

price 

price 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 

Recent 

range 

12  mos 

estimate 

earnings 

sales 

dividend 

yield 

per  share 

value 

Rank 

Company 

% 

price 

high  low 

$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil 

346 

Potlatch 

45.7 

2/1/2 

45       18 

4.63 

3.69 

5.9 

0.62 

1.32 

4.8 

28.74 

795 

503 

Potomac  Electric 

17.7 

20% 

30       17 

1.80 

2.14 

11.3 

1,43 

1.52 

7.5 

14.23 

2,005 

294 

PPG  Industries 

57.8 

40 '/4 

55      23 

4.40 

4.64 

9.1 

0,73 

1.68 

4.2 

23.25 

4,344 

64 

Precision  Castparts 

182.3 

32% 

40       10 

1.71 

2.67 

19.2 

1.15 

0.12 

0.4 

13.22 

568 

777 

Premark  Intl 

-26.7a 

14% 

42       13 

1.29 

2.40 

11.1 

0.17 

0.84 

5.8 

23.53 

442 

1033 

Premier  Bancorp 

-81.3 

2% 

16        3 

0.26 

0.38 

11.1 

0,18 

none 

0.0 

5,94 

71 

213 

Premier  Industrial 

82.3 

231/2 

28       11 

1.31 

1.55 

17.9 

2.15 

0,40 

1.7 

4.35 

1,359 

926 

Preston 

-54.4 

7% 

24        5 

-3.93 

0.95 

def 

0,07 

0,50 

6.5 

19.12 

45 

607 

Price  Co 

1.4 

35>/2 

55       24 

2.47 

2.79 

14.4 

0.33 

none 

0.0 

10.75 

1,732 

580 

Primerica 

5.5a 

21  5/8 

38       17 

3.27 

3,67 

6.6 

0.39 

0.40 

1,8 

23.52 

2,401 

105 

Procter  &  Gamble 

136.9 

9,2% 

91       30 

4.47 

5.13 

18.5 

1.14 

2.00 

2.4 

23.27 

28,614 

119 

Progressive 

122.6 

45% 

56      20 

3.36 

5.13 

13.6 

0.85 

0.48 

1.0 

17.13 

1,162 

NR 

Promus  Cos 

NA 

13% 

32        9 

NA 

1.89 

NA 

0.37 

none 

0.0 

NA 

367 

764 

Provident  Life  &  Ace 

-24.2 

16 

30       12 

3.88 

4.01 

4.1 

0.28 

0.92 

5,8 

25.88 

747 

516 

PS  Group 

14.7 

29% 

39      21 

-0,38 

NA 

def 

0.58 

0.60 

2,0 

41.47 

161 

133 

PSI  Resources 

117.2 

15% 

19         7 

2,11 

1.97 

7.5 

0.84 

0.88 

5,6 

10.35 

856 

593 

Public  Service  Colo 

3.6 

2r/8 

27       16 

2,56 

2,34 

8.5 

0.72 

2.00 

9.1 

17.13 

1,172 

1007 

Public  Service  NH 

-74.6 

2 'A 

11         2 

-8.29 

1,10 

def 

0.14 

none 

0,0 

2.39 

90 

995 

Public  Service  NM 

-72.0 

8'/4 

39        8 

0.12 

0,72 

68.8 

0.40 

none 

0.0 

18.02 

345 

466 

Pub  Svc  Enterprise 

23.9 

26'/« 

32      20 

2.48 

2.72 

10.5 

1.13 

2.12 

8.1 

19,85 

5,536 

530 

Puget  Sound  P&L 

12.9 

20% 

25       18 

1.87 

2.10 

11.1 

1.27 

1.76 

8.5 

16,11 

1,153 

876 

Pulitzer  Publishing 

-44.3a 

17 

45       17 

2.40 

1.43 

7.1 

0.44 

0.50 

2.9 

5,76 

178 

240 

Quaker  Oats 

72.9 

491/2 

69      27 

1.87 

3.14 

26.5 

0.73 

1.56 

3.2 

16,67 

3,737 

958 

Quaker  State 

-62.4 

91/s 

32        8 

0.64 

0,83 

14.3 

0.29 

0.80 

8.8 

11.32 

248 

159 

Quanex 

102.1 

12% 

19        3 

1.80 

2.27 

6.9 

0.25 

0.40 

3.2 

11.69 

152 

117 

Quantum 

124.3 

20 

26        3 

2.07 

3.05 

9.7 

0.85 

none 

0.0 

6.21 

509 

952 

Quantum  Chemical 

-60.2 

i3y8 

105         8 

1.13 

0.83 

12.1 

0.15 

none 

0.0 

-3.35 

370 

495 

Questar 

18.5 

37% 

46      25 

2.61 

3,07 

14.4 

1.42 

1.96 

5.2 

24,84 

737 

1009 

QVC  Network 

-74.6a 

41/4 

25        4 

-0.38 

0,56 

def 

0.11 

none 

0.0 

7.. 50 

74 

143 

Ralston  Purina 

112.5 

99% 

108      46 

6,46 

7,29 

15,5 

0.79 

1.85 

1.9 

20.14 

5,612 

839 

Raychem 

-37.6 

20% 

55       16 

-3.17 

0..53 

def 

0.64 

0.32 

1.6 

18.96 

744 

422 

Raytheon 

30.1 

69% 

85      52 

8.40 

9,27  • 

8.3 

0.50 

2.40 

3.4 

36.97 

4,555 

NR 

Reader's  Digest  Assn 

NA 

25% 

28      21 

1.55 

1.69 

16.6 

1.47 

0,60 

2,3 

5,07 

3,072 

113 

Reebok  International 

130.3 

10% 

25         4 

1.50 

1.74 

7.2 

0.60 

0.30 

2.8 

7,42 

1,232 

859 

Reliance  Group 

-41.2a 

4Vk 

12        4 

3.14 

0.32 

1.5 

0,08 

0.32 

6.9 

4.66 

345 

397 

Republic  New  York 

35.3 

45% 

58      34 

7.10 

6.29 

6.5 

0,59 

1.32 

2.9 

35.16 

1,589 

NR 

Rexene 

NA 

11/2 

25         1 

-0.41 

-0.19 

def 

0.09, 

none 

0,0 

-2.63 

47 

895 

Reynolds  &  Reynolds 

-49.3 

141/2 

41       12 

2.30 

2.39 

6.3 

0,46 

0,84 

5.8 

11,63 

275 

77 

Reynolds  Metals 

164.3 

49% 

70       18 

7.03 

7.45 

7.1 

0,49 

1.80 

3.6 

45.24 

2,948 

76 

Rhone-Poulenc  Rorer 

164.3 

63 

78      20 

-1.64 

4.28 

def 

1,90 

0.84 

1.3 

16.57 

4,204 

NR 

Richfood  Holding 

NA 

8% 

12        4 

0.57 

1.25 

15.1 

0.09 

none 

0,0 

4,16 

90 

982 

Riggs  National 

-69.7 

9% 

42        9 

0,69 

0.77 

13.6 

0.18 

1.25 

13,3 

24,85 

129 

NR 

Riser  Foods 

NA 

7% 

14        6 

0,68 

1.10 

11.6 

0,06 

none 

0,0 

3,91 

63 

407 

Rite  Aid 

33.3 

341/2 

46      24 

2.51 

3.02 

13.7 

0.43 

0.90 

2.6 

16,98 

1,432 

602 

Roadway  Services 

2.2 

351/2 

45      23 

2,65 

3.00 

13.4 

0,48 

1,10 

3.1 

18,35 

1,386 

1029 

HH  Robertson 

-79.3 

4% 

24        3 

-0,30 

NA 

def 

0,06 

none 

0,0 

12.74 

31 

731 

Rochester  G&E 

-19.7 

18% 

30       14 

1,83 

2.21 

10.3 

0.70 

1,56 

8,3 

18.28 

590 

359 

Rochester  Telephone 

43.2 

2774 

46       18 

1.73 

2,13 

16.0 

1.32 

1.46 

5.3 

15.70 

775 

376 

Rockwell  Intl 

39.2 

24% 

31       14 

2.56 

2.75 

9,7 

0,48 

0,86 

3.5 

15,86 

5,992 

496 

Rohm  &  Haas 

18.4 

301/4 

53      24 

2,87 

2.88 

10,5 

0,73 

1,24 

4,1 

19.68 

2,018 

897 

Rohr  Industries 

-49.6 

14% 

39       12 

0,90 

1.78 

16.3 

0.22 

none 

0.0 

23,42 

260 

428 

Rollins 

29.4 

17% 

23       12 

1.14 

1.35 

15.5 

0.98 

0.56 

3.2 

3.06 

417 

968 

Rose's  Stores 

-65.4 

3% 

23        4 

0.35 

0.47 

10.4 

0.05 

0.21 

5.8 

10,40 

71 

998 

Ross  Stores 

-72.2 

5 

25        4 

0,93 

1.19 

5.4 

0.15 

none 

0.0 

4.53 

115 

707 

Rouse 

-14.3 

15 

29       11 

-0,05 

1.37 

def 

1.41 

0.60 

•  4,0 

1.10 

720 

269 

RPM 

65.0 

15% 

18        9 

1.00 

1.90 

15.4 

0.98 

0,62 

4,0 

5,70 

460 

116 

Rubbermaid 

126.1 

39 

45       17 

1,77 

2.09 

22.0 

2.25 

0,60 

1,5 

8.12 

3,106 

270 

Ruddick 

64.9 

211/8 

30       12 

2,38 

2.31 

8,9 

0.15 

0.70 

3,3 

16,29 

208 

176 

Russell 

93.4 

18 1/4 

31         9 

1.69 

2.00 

10.8 

1.02 

0.32 

1,8 

9.95 

738 

851 

Ryder  System 

-39.9 

13% 

43       12 

1,05 

1.49 

12.7 

0.19 

0.60 

4.5 

18.22 

1,006 

749 

Rykoff-Sexton 

-21.7 

14% 

30       14 

0.93 

1.65 

16.0 

0.12 

0,60 

4.0 

15.49 

173 

751 

Ryland  Group 

-22.0 

11 '/2 

33       10 

2.59 

1.63 

4.4 

0.10 

0,60 

5.2 

17.25 

137 

410 

Safeco 

33.2 

30% 

42      23 

4.19 

4.17 

7.4 

0.65 

1.36 

4.4 

29.27 

1,954 

118 

Safety-Kleen 

122.8 

381/4 

45       17 

1.48 

1.90 

25.8 

2.59 

0.40 

1.0 

7.70 

1,429 

Note;  Except  as  indicated,  price  changes  are 

from  D^ec. 

31. 1985  to 

Nov.  14,  199C 
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WHO'S  WHERE  IN  THE  STOCK  MARKET 


5-year 

1986-90 

Earnings 

per  share 

Indicated 

Book 

price 

price 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 

Recent 

range 

12  mos 

estimate 

earnings 

sales 

dividend 

yield 

per  share 

value 

Rank 

Company 

% 

price 

high  low 

$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil 

NR 

St  foe  Paper 

NA 

31'-. 

46      26 

1,84 

1.60 

17.0 

1.53 

0.20 

0,6 

25.16 

953 

321 

St  Paul  Cos 

51.8 

6oy« 

64      36 

8.98 

7,84 

6,8 

0,66 

2.40 

4.0 

49.51 

2,571 

1028 

Salant 

-79.2 

2 

29        2 

-10.29 

NA 

def 

0.02 

none 

0.0 

4.78 

7 

850 

Salem  Carpet  Mills 

-39.5 

3 1/4 

14        3 

0,45 

0.90 

7,2 

0.06 

0,08 

2.5 

8.16 

26 

864 

Salomon 

-42.0 

25 '/4 

59       17 

2,76 

3,70 

9,1 

0.31 

0.64 

2.5 

25.95 

2,953 

256 

San  Diego  G&E 

68.5 

451/; 

46      27 

3,64 

3,37 

12.5 

1,47 

2.70 

5.9 

22.46 

2,544 

NR 

Santa  Fe  Pacific 

NA 

141/2 

26       12 

-1,59 

0,84 

def 

0,85 

0.10 

0,7 

5.39 

2,499 

106 

Sara  Lee 

135.9 

30 

34       12 

1,96 

2,14 

15.3 

0.58 

0.94 

3,1 

11.11 

6,924 

57 

Savannah  Foods 

195.2 

23 '/4 

33        6 

1,80 

1,92 

13.0 

0.53 

0.48 

2,1 

6.25 

631 

1069 

Savin 

-96.8 

Vk 

5         t 

-0,11 

NA 

def 

0.05 

none 

0.0 

0,03 

19 

468 

Scana 

23.3 

34y8 

43      27 

4,56 

3,27 

7,5 

1,21 

2,52 

7.3 

22.79 

1,385 

360 

SCEcorp 

43.2 

381/h 

41       25 

3,31 

3,63 

11,5 

1.18 

2.64 

6.9 

24,21 

8,330 

54 

Schering-Plough 

201.1 

43  V4 

51       14 

2,41 

2,96 

18,2 

3,01 

1.12 

2.6 

8,64 

9,929 

316 

Schlumberger 

52.7 

55>/4 

70      26 

2,18 

3,14 

25,6 

2.63 

1,20 

2,2 

12,19 

13,249 

44 

A  Schulman 

225.6 

27'/4 

32        8 

1,79 

1.95 

15,2 

0.81 

0,32 

1,2 

8,19 

548 

14 

Schultz  Sav-O  Stores 

330.4 

13% 

19        3 

1.26 

1,55 

10,8 

0.08 

0.12 

0,9 

10,80 

40 

128 

Charles  Schwab 

118.8b 

13i/« 

18         6 

0,80 

0.81 

16.4 

0,53 

0,16 

1,2 

6,78 

330 

793 

SCI  Systems 

-29.3 

7'/« 

23         5 

0.72 

0.97 

9,9 

0,13 

none 

0,0 

8,42 

149 

638 

Scientific-Atlanta 

-4.3 

11 '/8 

29        8 

1.77 

1.44 

6.3 

0.42 

0,16 

1,4 

12.45 

248 

341 

Scott  Paper 

47.2 

37'/4 

53      24 

3,82 

4.21 

9.8 

0,53 

0,80 

2,1 

28.02 

2,742 

NR 

EW  Scripps 

NA 

15 

27       13 

0,75 

1.06 

20.0 

0,88 

0.40 

2,7 

8.43 

1,148 

471 

Seaboard 

22.5 

106 

198      58 

17.20 

NA 

6.2 

0,30 

0.50 

0,5 

127,32 

158 

449 

Seagate  Technology 

25.9 

91/8 

45        6 

1.69 

1,51 

5.4 

0,22 

none 

0,0 

10,64 

589 

259 

Seagram 

68.2 

BO'A 

94      43 

7.45 

8,65 

10.8 

1,63 

2.00 

2,5 

56.12 

7,593 

808 

Sears,  Roebuck 

-32.1 

261/2 

60      22 

3.27 

3,90 

8,1 

0,16 

2.00 

7,5 

39.80 

9,089 

310 

Seaway  Food  Town 

54.1 

141/4 

25         8 

1.28 

1,65 

11,1 

0,06 

0.36 

2.5 

14.06 

34 

775 

Security  Pacific 

-26.7 

23yK 

55       17 

5.77 

5,61 

4,1 

0,27 

2,52 

10,8 

35.50 

2,825 

453 

Selective  Insurance 

25.6 

14'/« 

20       11 

2.58 

2,21 

5,5 

0.35 

1,04 

7,4 

18.36 

183 

362 

Sequa 

42.8 

53 

88      35 

5.53 

8,50 

9,6 

0.24 

0.60 

1,1 

65,01 

522 

586 

Service  Corp  IntI 

4.4 

21% 

32       13 

-0,88 

1.52 

def 

1.87 

0,56 

2,6 

9,46 

1,037 

889 

Service  Merchandise 

-46.9c 

4y8 

22         2 

1,02 

1.40 

4.3 

0.07 

none 

0,0 

-0,80 

229 

81 

Shaw  Industries 

161.6 

171/4 

34        6 

2,08 

2.34 

8.3 

0.33 

0,50 

2.9 

7,89 

518 

991 

Shawmut  National 

-70.9 

6V4 

32        4 

-3,48 

1.24 

def 

0.17 

1,00 

14.8 

18.63 

495 

288 

Sherwin-Williams 

59.9 

35% 

42      20 

2,79 

3.14 

12.7 

0.69 

0.76 

2,1 

15,48 

1,539 

NR 

Shoney's 

NA 

10% 

17         7 

0,72 

0,94 

15,1 

0,46 

none 

0,0 

-9,60 

416 

169 

Sigma-Aldrich 

95.7 

55 '/8 

72      27 

2,75 

3,38 

20,0 

2,79 

0.44 

0,8 

12.07 

.1,367 

973 

Signet  Banking 

-67.2 

9% 

43         8 

2,52 

2,14 

3.9 

0.18 

1,56 

15.8 

28.15 

260 

212 

Silicon  Graphics 

82.7a 

23% 

41       11 

1,84 

2,12 

12.9 

0.92 

none 

0,0 

11,99 

415 

738 

Skyline 

-20.9 

13% 

21       11 

0,84 

0,92 

16.4 

0.41 

0,48 

3.5 

14:00 

154 

825 

AO  Smith 

-35.4 

15'/4 

32       11 

0,81 

0.85 

18.8 

0,13 

0.80 

5.2 

27,27 

121 

NR 

Smith  Corona 

NA 

6 

23        3 

0,77 

2.92 

7.8 

0,41 

0.20 

3.3 

2,22 

182 

108 

Smith  International 

133.3 

15% 

19        2 

0,08 

0,75 

196.9 

1,29 

none 

0,0 

3.24 

454 

31 

Smithfield  Foods 

257.9 

17 

20        4 

2.02 

NA 

8.4 

0.11 

none 

0,0 

7.08 

110 

NR 

Smith's  Food  &  Drug 

NA 

27% 

35      21 

1.29 

1.69 

21.2 

0,35 

0.28 

1,0 

9,53 

692 

252 

JM  Smucker 

69.5 

40% 

46       19 

2.10 

2,50 

19.2 

1,35 

0.68 

1,7 

11,91 

594 

364 

Snap-on  Tools 

41.5 

29% 

47      20 

2.58 

2.78 

11.5 

1,32 

1.08 

3,6 

13.93 

1,220 

585 

Society 

4.6 

28 '/4 

41       24 

4.60 

5,16 

6.1 

0,59 

1,76 

6.2 

28,46 

933 

322 

Sonat 

51.5 

51'/2 

56      21 

2.03 

2,72 

25.4 

1.47 

2,00 

3.9 

27,32 

2,203 

187 

Sonoco  Products 

90.2 

29 '/4 

39       15 

1.10 

2,70 

26.6 

0.78 

0,92 

3.1 

11,70 

1,279 

NR 

Sotheby's  Holdings 

NA 

101/8 

37        8 

2.24 

1,70 

4,5 

1,09 

1,45 

14.3 

4,87 

507 

770 

South  Carolina  Natl 

-24.8 

151/2 

27       13 

2,56 

2,98 

6,1 

0,49 

0,80 

5,2 

20.19 

332 

833 

Southdown 

-36.7 

12% 

32       11 

2.74 

1.52 

4,7 

0,39 

0,50 

3,9 

20.26 

220 

1030 

Southeast  Banking 

-79.8 

4y8 

31         3 

-5,58 

-0,75 

def 

0,10 

none 

0,0 

24.00 

163 

505 

Southern  Company 

16.9 

26 

30       18 

1,97 

2.71 

13,2 

1.04 

2,14 

8,2 

21.74 

8,207 

357 

So  N  England  Telecom 

43.9 

32% 

47      22 

2.25 

2,76 

14,4 

1.22 

1,76 

5,4 

19,56 

1,999 

689 

SouthTrust 

-13.0 

16 

25       13 

2.57 

2.83 

6,2 

0.52 

1,04 

6.5 

18,70 

435 

632 

Southwest  Airlines 

-3.7 

17'/4 

21         8 

1,39 

1,45 

12.4 

0.65 

0,10 

0.6 

13,40 

743 

783 

Southwest  Gas 

-27.8 

13 

27       12 

1.51 

1,84 

8.6 

0.30 

1,40 

10.8 

17.30 

253 

199 

Southwestern  Bell 

86.0 

53 

65      26 

3.76 

3,97 

14,1 

1.77 

2,76 

5.2 

29.35 

15,931 

541 

Southwestern  Pub  Svc 

11.5 

29 '/8 

38      22 

2.73 

2,51 

10,7 

1.55 

2,20 

7.6 

15.51 

1,192 

290 

Spiegel 

59.8b 

13% 

27         7 

1.44 

1,69 

9,3 

0.37 

0,38 

2.8 

7.94 

695 

961 

Sprague  Technologies 

-63.0b 

3% 

20        3 

-2.59 

0,57 

def 

0.19 

0,05 

1.5 

11,88 

62 

682 

Springs  Industries 

-12.5 

19'/4 

45       17 

0.10 

2.84 

192.5 

0.18 

1.20 

6.2 

33,08 

341 

849 

SPS  Technologies 

-39.4 

IV A 

60      21 

0,22 

2.92 

96.0 

0.25 

1.28 

6.1 

34,71 

106 

Note:  Except  as  indicated,  price  changes  are 

rom  Dec 
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5-year 

1986-90 

Earnings 

per  share 

Indicated 

Book 

price 

pri 

ce 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 

Recent 

range 

12  mos 

estimate 

earnings 

sales 

dividend 

yield 

per  share 

value 

Rank 

Company 

% 

price 

high 

low 

$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil 

• 

846 

SPX 

-39.2c 

16% 

45 

13 

1.45 

1.77 

11.6 

0.33 

1.00 

5.9 

18.48 

233 

524 

Square  D 

13.5 

48 '/2 

66 

34 

4.17 

4.64 

11.6 

0.70 

2.20 

4.5 

23.68 

1,129 

723 

Std  Commercial 

-18.2 

9Vi 

22 

7 

0.62 

1.15 

15.3 

0.08 

0.52 

5.5 

16,14 

78 

561 

Standard  Fedl  Bank 

8.6b 

6% 

13 

5 

1.29 

1.49 

4,9 

0,21 

0,40 

6.3 

14.40 

195 

883 

Standard  Motor  Prods 

^4.9 

6% 

25 

6 

0.57 

1.07 

11.8 

0,18 

0,32 

4.7 

12.26 

89 

705 

Standard  Products 

-14.2 

131/2 

45 

13 

0.86 

1.33 

15,7 

0,21 

0,92 

6,8 

15.06 

137 

878 

Standard  Register 

-44.3 

9% 

28 

10 

1.30 

1.26 

7,6 

0.41 

0.56 

5.7 

10,71 

295 

325 

Standex  International 

50.8 

22 '/4 

28 

13 

2.30 

2.60 

9,7 

0,46 

0,72 

3,2 

14.90 

216 

15 

Stanhome 

321.8 

29 

36 

7 

2.47 

2.92 

11.7 

0.89 

0.80 

2,8 

8.80 

582 

412 

Stanley  Works 

32.4 

28 'A 

40 

21 

2.67 

2.78 

10.6 

0.60 

1,20 

4,2 

18.19 

1,192 

285 

State  Street  Boston 

60.6 

33 '/8 

43 

17 

3.09 

3.45 

10.7 

0.95 

0.68 

2,1 

16.58 

1,194 

NR 

Sterling  Chemicals 

NA 

S'/s 

19 

5 

1.07 

0.94 

5.5 

0.64 

1. 00 

17,0 

1.97 

325 

6 

Stewart  &  Stevenson 

529.0 

321/2 

41 

3 

1.97 

2.65 

16.5 

0,76 

0.24 

0.7 

10,43 

484 

700 

Stone  Container 

-13.8 

10% 

40 

8 

2.51 

1.14 

4.3 

0.11 

0.72 

6.6 

22.50 

653 

544 

Storage  Technology 

11.4 

19'/2 

74 

9 

2.04 

2.50 

9.6 

0,65 

none 

0.0 

13.12 

715 

816 

Strawbridge 

-33.9 

191/2 

45 

17 

3.23 

3.80 

6,0 

0.18 

1.10 

5,6 

25.88 

177 

11 

Stride  Rite 

397.0 

25% 

30 

5 

2.02 

2.38 

12,7 

1.33 

0.40 

1,6 

6.24 

670 

62 

Student  Loan 

183.8 

42 

57 

14 

2.83 

3.48 

14,8 

1.15 

0.52 

1,2 

8,35 

4,076 

1042 

Sudbury 

-84.7 

1% 

14 

t 

0.00 

NA 

NA 

0.04 

none 

0.0 

4.53 

18 

NR 

Sun  Company 

NA 

31% 

43 

26 

0.35 

3.11 

90.7 

0.31 

1,80 

5.7 

30..50 

3,394 

306 

Sun  Microsystems 

55.3a 

185/8 

37 

6 

1.40 

1.67 

13,3 

0,70 

none 

0.0 

10.01 

1,811 

620 

Sundstrand 

0.0 

271/4 

42 

18 

3.00 

3.21 

9,1 

0,63 

1,10 

4.0 

15.44 

1,012 

558 

SunTrust  Banks 

9.8 

21 

28 

17 

2.73 

2.91 

7.7 

0.77 

0,92 

4.4 

16.32 

2,613 

425 

Super  Food  Services 

29.7 

16 

22 

10 

1.60 

1.79 

10.0 

0.10 

0.34 

2.1 

9.99 

172 

522 

Super  Valu  Stores 

14.0 

251/2 

30 

16 

2.01 

2.45 

12.7 

0.17 

0.66 

2.6 

11.59 

1,917 

96 

Syntex 

147.1 

57% 

64 

21 

3.24 

3.55 

17.8 

4.08 

1.60 

2.8 

6,88 

6,463 

67 

Sysco 

176.0 

30% 

38 

11 

1.51 

1.74 

20.5 

0.37 

0.28 

0.9 

8,40 

2,837 

953 

Talley  Industries 

-60.5 

6 

24 

5 

0.69 

NA 

8.7 

0.13 

0,50 

8.3 

12,79 

53 

905 

Talman  Home  Federal 

-51.4a 

41/4 

13 

3 

1.63 

1.70 

2.6 

0,08 

none 

0,0 

34,54 

41 

177 

Tambrands 

93.4 

871/s 

91 

44 

1.08 

5.66 

80.7 

3.04 

2.40 

2.8 

12.90 

1,866 

534 

Tandem  Computers 

12.4 

121/2 

37 

9 

1.13 

1.26 

11.1 

0.71 

none 

0.0 

10.31 

1,317 

792 

Tandy 

-29.1 

28% 

57 

24 

3.48 

3.81 

8.3 

0.50 

0.60 

2.1 

21.78 

2,290 

56 

TBC 

196.4 

9% 

14 

3 

1.17 

1,29 

8.4 

0.27 

none 

0.0 

4.89 

138 

841 

TCF  Financial 

-38.1a 

71/2 

18 

6 

-3.23 

2.53 

def 

0.11 

0.40 

5.3 

24,52 

54 

211 

TECO  Energy 

82.7 

31% 

32 

17 

2.40 

2.57 

13.2 

1.66 

1.62 

5.1 

15.45 

1,797 

772 

Tecumseh  Products 

-25.1 

85 

158 

78 

5.66 

NA 

15.0 

0.33 

3.20 

3.8 

124,73 

465 

845 

Tektronix 

-39.1 

17i/« 

43 

12 

-2.81 

1.86 

def 

0.35 

0.60 

3.5 

13,24 

499 

172 

Tele-Communications 

94.6 

11% 

21 

6 

-0.60 

-0.38 

def 

1,19  ' 

none 

0.0 

2,57 

4,195 

NR 

Teledyne 

NA 

,    151/2 

36 

12 

1.94 

2,07 

8.0 

0.25 

0.80 

5.2 

8,05 

859 

289 

Temple-Inland 

59.8 

27% 

39 

17 

4.13 

3.68 

6.8 

0.67 

0.80 

2.9 

22,95 

1,547 

504 

Tenneco 

17.3 

46^/8 

71 

35 

4.92 

5,19 

9.5 

0.40 

3.20 

6.9 

25.81 

5,843 

1017 

Teradyne 

-76.7 

S'/s 

37 

4 

-0.72 

0.31 

def 

0.35 

none 

0.0 

10.01 

160 

61 

Terex 

186.8 

9y4 

27 

3 

1.96 

1.58 

5.0 

0.09 

0.05 

0.5 

8.50 

96 

715 

Tesoro  Petroleum 

-17.1 

7% 

17 

8 

0.96 

NA 

8.2 

0.11 

none 

0.0 

9.46 

HI 

182 

Texaco 

91.3c 

57% 

69 

24 

4.71 

5.89 

12.2 

0.43 

3.20 

5,6 

32,67 

14,811 

915 

Texas  Industries 

-52.9 

11% 

41 

11 

1.56 

NA 

>.5 

0.19 

0.20 

1.7 

24,65 

128 

742 

Texas  Instruments 

-21.1 

27% 

80 

23 

0.22 

2.55 

126.1 

0.35 

0.72 

2,6 

25,83 

2,263 

467 

Texas  Utilities 

23.8 

37 

39 

25 

4.94 

4.17 

7.5 

1.63 

2.96 

8,0 

34,56 

7,222 

631 

Textron 

-3.6 

23% 

40 

17 

3.13 

3.26 

7.5 

0.27 

1.00 

4.2 

29,20 

2,121 

163 

Thermo  Electron 

99.4 

26% 

38 

10 

1.58 

1.95 

16.9 

0.84 

none 

0,0 

12,03 

547 

NR 

Thiokol 

NA 

121/2 

16 

9 

2.29 

2.38 

5.5 

0.20 

0.30 

2.4 

14,26 

240 

564 

Thomas  &  Belts 

8.3 

441/s 

68 

37 

2.80 

3,34 

15.8 

1.27 

2.12 

4.8 

19,72 

753 

872 

Thomas  Industries 

-43.0 

9% 

23 

9 

1.62 

1,30 

6.0 

0.21 

0,76 

7.8 

13.59 

100 

263 

Thorn  Apple  Valley 

67.6 

7% 

8 

4 

-1.53 

NA 

def 

0.03 

none 

0.0 

9,28 

23 

802 

3Com 

-30.4 

8 

29 

5 

0.84 

1,13 

9.5 

0.54 

none 

0.0 

7,98 

234 

1066 

TIE/communications 

-96.4 

1/4 

7 

t 

-1.72 

NA 

def 

0,05 

none 

0,0 

2.02 

9 

438 

Time  Warner 

27.6 

791/4 

183 

58 

-14.35 

-8,46 

def 

0.40 

1.00 

1,3 

80.44 

4,557 

697 

Times  Mirror 

-13.7 

24% 

53 

21 

1.62 

1.63 

15.4 

0,90 

1.08 

4,3 

15,28 

3,198 

563 

Timken 

8.4 

24%    ■ 

41 

20 

1.40 

2.31 

17.4 

0.46 

1.00 

4,1 

34,87 

733 

NR 

TJX  Cos 

NA 

10% 

21 

9 

1.04 

1.41 

10.5 

0.33 

0,46 

4,2 

3,27 

759 

1025 

Tonka 

-78.2 

4 

32 

4 

-1.40 

-0.08 

def 

0.07 

none 

0,0 

13,35 

58 

127 

Torchmark 

119.3 

481/4 

59 

21 

4.33 

4.92 

11.1 

1.47 

1,40 

2,9 

15,03 

2,550 

651 

Toro 

-6.4 

121/4 

30 

11 

1.55 

1.93 

7.9 

0.19 

0.48 

3,9 

13.80 

141 

680 

Tosco 

-12.3 

17 

25 

6 

5.16 

2.82 

3.3 

0.27 

0.60 

3,5 

8.24 

529 

Note:  Except  as  indicated,  price  changes  are  t 
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WHO'S  WHERE  IN  THE  STOCK  MARKET 


5-year 

1986-90 

Earnings 

per  share 

Indicated 

Book 

price 

price 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 

Recent 

range 

12  mos 

estimate 

earnmgs 

sales 

dividend 

yield 

pet  share 

value 

Rank 

Company 

% 

price 

high 

low 

$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil 

963 

Town  &  Country 

-63.6 

21/4 

12 

1 

0.54 

0.85 

4.2 

0.06 

none 

0.0 

7.40 

27 

115 

Toys  'R'  Us 

128.2 

23V4 

35 

10 

1.12 

1.54 

21.2 

1.29 

none 

0.0 

5.95 

6,844 

660 

Transamerica 

-7.8 

31'/8 

52 

23 

3.92 

4.26 

7.9 

0.36 

1.96 

6.3 

35.63 

2,370 

788 

Transco  Energy 

-28.8 

38% 

64 

18 

1.55 

3.13 

25.1 

0.37 

1.36 

3.5 

23.98 

1,187 

988 

Travelers 

-70.6 

14'/8 

60 

12 

-1.96 

3.37 

def 

0.12 

1.60 

11.3 

47.24 

1,444 

NR 

Tredegar  Industries 

NA 

8% 

18 

8 

0.00 

0.96 

NA 

0.17 

0.24 

2.8 

15.69 

98 

378 

Tribune 

39.0 

38% 

63 

25 

2.63 

2.87 

14.7 

1.02 

0.96 

2.5 

19.30 

2,552 

528 

Trinity  Industries 

13.1 

17'/4 

46 

13 

1.42 

2.43 

12.1 

0.28 

0.80 

4.6 

14.69 

365 

640 

Trinova 

-4.8 

ISVs 

44- 

15 

1.93 

2.01 

8.1 

0.22 

0.68 

4.4 

19.75 

441 

737 

TRW 

-20.7 

3478 

70 

31 

3.75 

4.26 

9.3 

0.26 

1.80 

5.2 

28.77 

2,121 

1044 

Tucson  Electric 

-85.1 

6Vk 

65 

6 

-5.01 

-0.58 

def 

0.32 

none 

0.0 

24.86 

163 

10 

Turner  Broadcasting 

404.7 

11% 

21 

2 

-0.40 

0.24 

def 

1.33 

none 

0.0 

-2.19 

1,769 

938 

Turner  Corp 

-57.3 

11 

31 

11 

1.62 

1.55 

6.8 

0.02 

1.00 

9.1 

12.32 

52 

NR 

TW  Holdings 

NA 

3Vh 

6 

2 

NA 

-0.18 

NA 

0.09 

none 

0.0 

1.88 

344 

417 

20th  Century  Inds 

31.3 

IV/i 

29 

15 

3.17 

3.26 

6.8 

0.72 

0.64 

3.0 

12.44 

552     ' 

42 

Tyco  Laboratories 

230.0 

38% 

66 

12 

3.01 

3.89 

12.9 

0.70 

0.36 

0.9 

14.45 

1,632 

49 

Tyson  Foods 

210.9 

28 '/2 

35 

8 

1.81 

2.34 

15.7 

0.49 

0.04 

0.1 

6.92 

1,872 

157 

UAL 

104.3 

101^/8 

294 

46 

10.31 

7.36 

9.9 

0.21 

none 

0.0 

71.64 

2,222 

253 

UGI 

69.3 

17% 

20 

11 

1.09 

2.00 

16.4 

1.06 

1.18 

6.6 

11.66 

362 

954 

U|B  Financial 

-61.1 

9'/i 

33 

7 

0.76 

1.24 

12.2 

0.31 

1.16 

12.5 

18.67 

413 

975 

UNC 

-68.4 

3 

14 

3 

-0.14 

0.40 

def 

0.13 

none 

0.0 

7.69 

51 

862 

Union  Bank 

-41.6 

171/4 

37 

14 

4.18 

4.51 

4.1 

0.33 

1.40 

8.1 

24.65 

555 

432 

Union  Camp 

28.8 

341/8 

48 

26 

3.48 

3.13 

9.8 

0.84 

1.56 

4.6 

25.49 

2,353 

810 

Union  Carbide 

-32.8c 

15% 

33 

14 

2.43 

1.99 

6.5 

0.27 

1.00 

6.3 

16.83 

2,285 

398 

Union  Electric 

35.1 

28% 

32 

20 

3.03 

2.80 

9.5 

1.44 

2.16 

7.5 

19.14 

2,949 

435 

Union  Pacific 

27.9 

68% 

87 

45 

6.05 

6.49 

11.4 

0.97 

2.32 

3.4 

38.99 

6,909 

129 

Union  Texas  Petrol 

118.8b 

171/2 

25 

6 

0.29 

1.13 

60.3 

1.29 

0.20 

1.1 

3.27 

1,479 

1045 

Unisys 

-85.8 

3 

48 

2 

-2.68 

0.18 

def 

0.05 

none 

0.0 

18.84 

480 

239 

UA  Entertainment 

73.0 

11V8 

24 

6 

-0.79 

-0.56 

def 

0.90 

none 

0.0 

5.90 

1,284 

812 

United  Banks  of  Colo 

-33.2 

i9y8 

35 

12 

•  ^.51 

0.87 

def 

0.46 

none 

0.0 

26.25 

302 

197 

United  HealthCare 

86.6 

19'/8 

20 

3 

1.12 

1.45 

17.1 

0.97 

0.03 

0.2 

2.80 

516 

550 

United  Illuminating 

10.7 

29% 

36 

19 

3.17 

3.55 

9.4 

0.72 

2.32 

7.8 

26.11 

415 

1077 

United  Merchants 

-98.7 

1/4 

22 

t 

-15.06 

NA 

def 

0.01 

none 

0.0 

-10.86 

2 

351 

US  Bancorp 

44.9 

20% 

27 

13 

2.96 

3.32 

6.9 

0.65 

1.00 

4.9 

17.70 

1,217 

508 

US  Healthcare 

16.6 

23>/4 

24 

4 

1.13 

1.53 

21.0 

0.92 

0.36 

1.5 

3.55 

1,127 

1060 

US  Home 

-92.9 

% 

9 

t 

-0.52 

0.02 

def 

0.03 

none 

0.0 

4.19 

19 

929 

US  Shoe 

-54.9 

95/8 

35 

7 

1.36 

1.62 

7.1 

0.16 

0.52 

5.4 

12.22 

433 

964 

United  Stationers 

-64.0 

9 

26 

8 

0.83 

1.04 

10.8 

0.14 

0.40 

4.4 

11.03 

140 

598 

United  Technologies 

2.6 

44% 

63 

30 

6.02 

6.09 

7.5 

0.26 

1.80 

4.0 

41.14 

5,439 

135 

United  Telecom 

115.8 

255/8 

46 

12 

1.58 

2.38 

16.3 

0.67 

1.00 

3.9 

9.99 

5,503 

NR 

Unitrin 

NA 

29% 

35 

25 

2.01 

2.65 

14.8 

1.37 

0.80 

2.7 

33.04 

1,649 

124 

Univar 

121.2a 

1 1% 

18 

5 

1.28 

1.40 

9.2 

0.15 

0.30 

2.6 

7.53 

207 

618 

Universal 

0.5 

24% 

39 

22 

2.25 

2.80 

10.8 

0.14 

1.48 

6.1 

24.15 

400 

33 

Universal  Foods 

250.3 

30% 

34 

8 

1.95 

2.39 

15.8 

0.93 

0.76 

2.5 

8.31 

779 

893 

Universal  Health 

-49.1 

7% 

17 

3 

0.83 

0.93 

8.9 

0.18 

none 

0.0 

11.18 

110 

137 

Unocal 

114.9 

28% 

35 

8 

1.44 

2.09 

20.1 

0.68 

0.70 

2.4 

9.83 

6,762 

299 

UNUM 

56.8a 

42% 

57 

15 

5.09 

5.29 

8.3 

0.71 

0.80 

1.9 

34.18 

1,462 

266 

Upjohn 

65.8 

36% 

54 

21 

1.17 

2.65 

31.5 

2.21 

1.00 

2.7 

10.64 

6,529 

266 

US  West 

65.8 

36% 

41 

21 

3.15 

3.30 

11.7 

1.47 

2.00 

5.4 

22.72 

14,452 

923 

USAir  Group 

-53.5 

16 

55 

13 

-8.28 

-1.60 

def 

0.11 

none 

0.0 

45.58 

713 

996 

USF&G 

-72.1 

10% 

49 

11 

1.53 

0.95 

7.1 

0.19 

1.00 

9.2 

22.80 

910 

NR 

USG 

NA 

1'/r 

8 

1 

0.09 

-0.06 

12.6 

0.03 

1.00 

88.5 

-26.55 

62 

860 

Uslico 

-41.4 

15% 

31 

15 

2.66 

2.69 

5.8 

0.36 

1.00 

6.5 

28.27 

166 

750 

USLife 

-21.9 

291/2 

50 

23 

4.19 

4.51 

7.0 

0.39 

1.48 

5.0 

55.65 

477 

23 

UST  Inc 

281.4 

331/4 

34 

8 

1.86 

2.26 

17.9 

4.91 

1.10 

3.3 

4.42. 

3,576 

482 

USX 

20.7 

321/8 

40 

15 

3.01 

3.32 

10.7 

0.45 

1.40 

4.4 

20.95 

8,200 

343 

UtiliCorp  United 

46.5 

191/8 

22 

13 

1.93 

2.22 

9.9 

0.55 

1.52 

7.9 

16.72 

450 

347 

Valero  Energy 

45.5 

20 

20 

5 

1.63 

1.96 

12.3 

0.74 

0.28 

1.4 

13.56 

814 

69 

Valhi 

172.4 

6'-H 

18 

2 

0.63 

NA 

9.7 

0.38 

0.20 

3.3 

2.53 

695 

1001 

Valley  National 

-72.9 

111/4 

50 

9 

-0.37 

0.80 

def 

0.19 

none 

0.0 

22.60 

223 

90 

Valmont  Industries 

152.3 

10 1/4 

25 

4 

1.59 

1.77 

6.5 

0.14 

0.26 

2.5 

8.83 

117 

136 

Valspar 

115.6 

32% 

41 

15 

2.33 

2.79 

14.1 

0.63 

0.52 

1.6 

10.22 

359 

559 

Varian  Associates 

9.2 

311/4 

40 

18 

-0.21 

2.81 

def 

0.48 

0.26 

0.8 

21.48 

598 

Note:  Except  as  indicaied,  price  changes  are  f 

-om  Dec.  3 

1,1985  to  Nov.  \A 

IWO 

1 :  Less  than  $  1 .     NR; 
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issue  or 

conversion  to  stock  compun\'.  Range  is  for  p« 

;riod  since 

such  change,     a 

lour 

\car  price 

change,     b: 

rhree-\'ear 
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special  cash  dividend    | 

paid. 

NA:  Not  available.     NM:  Not  meaning 

ui.     def:  I 

)eficit. 

5c 
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5-year 

1986-90 

Earnings  per  share 

Indicated 

Book 

price 

price 

latest 

1991 

Price/ 

Price/ 

annual 

Current 

value 

Market 

change 

Recent 

range 

12  mos 

estimate 

earnings 

sales 

dividend 

yield 

per  share 

value 

Rank 

Company 

% 

price 

high 

low 

$ 

$ 

ratio 

ratio 

$ 

% 

$ 

$mil 

620 

Varity 

0.0 

Vh 

4 

1 

0.40 

0.37 

5.3 

0.17 

none 

0.0 

1.85 

525 

865 

VF 

-42.2 

15 

48 

12 

2.23 

2.40 

6.7 

0.33 

1.00 

6.7 

14.14 

855 

132 

Viacom 

117.9b 

19% 

33 

5 

-0.29 

0.05 

def 

1.36 

none 

0.0 

4.27 

2,108 

395 

Village  Super  Market 

35.7 

91/2 

25 

5 

1.40 

1.22 

6.8 

0.04 

0.15 

1.6 

16.78 

29 

626 

Vishay  Intertech 

-1.4 

12'/4 

23 

8 

1.70 

2.10 

7.2 

0.41 

none 

0.0 

9.54 

180 

407 

Vista  Chemical 

33.3a 

25 

64 

17 

5.53 

4.09 

4.5 

0.37 

1.80 

7.2 

-12.02 

265 

960 

Volt  Info  Sciences 

-62.5 

71/2 

34 

8 

0.26 

NA 

28.8 

0.08 

none 

0.0 

15.22 

43 

79 

Vons  Cos 

162.8b 

195/8 

24 

6 

0.90 

1.30 

21.5 

0.14 

none 

0.0 

4.91 

751 

372 

Vulcan  Materials 

39.6 

31% 

49 

22 

3.07 

3.19 

10.3 

1.12 

1.20 

3.8 

16,80 

1,226 

NR 

Waban 

NA 

9'/4 

20 

5 

0.76 

0.87 

12.2 

0.12 

none 

0.0 

9,32 

264 

720 

Wackenhut 

-18.1 

211/2 

40 

12 

1.72 

2.11 

12.5 

0.16 

0.60 

2.8 

8,71 

83 

29 

Wal-Mart  Stores 

268.7 

29% 

37 

7 

1.04 

1.43 

28.3 

1.15 

0.14 

0.5 

3,50 

33,276 

224 

Walgreen 

78.7 

50% 

53 

24 

2.83 

3.25 

17.8 

0.51 

0.92 

1.8 

13.38 

3,091 

663 

Wallace  Computer  Svs 

-8.5 

18 1/8 

32 

16 

1.86 

1.97 

9.7 

0.86 

0.50 

2.8 

13.04 

387 

1043 

Wang  Laboratories 

-84.7 

3 

22 

3 

-3.95 

-0.18 

def 

0.20 

none 

0.0 

2.51 

496 

66 

Warner-Lambert 

180.0 

66 '/2 

70 

22 

3.52 

4.19 

18,9 

1.99 

1.52 

2.3 

8.38 

8,929 

458 

Washington  Gas  Light 

24.6 

2778 

33 

20 

2.51 

2.60 

11,1 

0.74 

2.04 

7.3 

19.72 

542 

284 

Washington  Mutual 

61.0 

12'/4 

26 

8 

1.77 

2.85 

6,9 

0.26 

0.44 

3.6 

24.18 

188 

919 

Washington  National 

-53.3 

12% 

38 

12 

0.25 

1.25 

49.0 

0.17 

1.08 

8.8 

31,17 

133 

319 

Washington  Post 

52.0 

180'/2 

311 

115 

14.96 

15.01 

12.1 

1.51 

4.00 

2.2 

75.40 

2,193 

22 

Waste  Management 

283.1 

34 

46 

9 

1.42 

1.79 

24.0 

3.03 

0.36 

1.1 

5.98 

16,401 

611 

Waxman  Inds 

1.2 

41/8 

13 

3 

0.63 

0.65 

6.6 

0.09 

0.12 

2.9 

3.96 

41 

NR 

Weirton  Steel 

NA 

7 

15 

6 

0.99  ■ 

1.45 

7.1 

0.12 

0.64 

9.1 

16.29 

140 

574 

Weis  Markets 

6.7 

29 

42 

22 

1.90 

2.13 

15.3 

1.03 

0.60 

2.1 

12.52 

1,306 

451 

Wellman 

25.8b 

145/8 

43 

6 

2.05 

2.03 

7.1 

0.59 

0.12 

0.8 

9.97 

468 

254 

Wells  Fargo 

69.2 

53,% 

88 

31 

13.43 

12.88 

4.0 

0.48 

4.00 

7.5 

48.08 

2,753 

912 

Wendy's  Intl 

-52.4 

6% 

18 

4 

0.38 

0.44 

16.8 

0.61 

0.24 

3.8 

4.45 

617 

900 

Western  Digital 

-50.0 

5% 

33 

4 

0.82 

0.99 

6.4 

0.14 

none 

0.0 

11.20 

153 

665 

Western  Publishing 

-8.8a 

llVa 

23 

9 

0.94 

1. 10 

12.4 

0.49 

none 

0.0 

9.42 

245 

1074 

Western  Union 

-97.7 

% 

14 

t 

-1.63 

-1.50 

def 

0.04 

none 

0.0 

-8.78 

26 

472 

Westinghouse 

22.5 

271/4 

39 

20 

3.37 

3.67 

8.1 

0.62 

1.40 

5.1 

15.11 

7,946 

337 

Westmatk  Intl 

47.6b 

23% 

52 

13 

1.81 

2.32 

12.8 

0.47 

none 

0.0 

27.33 

223 

648 

Westmoreland  Coal 

-6.0 

19'/2 

28 

13 

1.78 

1.96 

11.0 

0.28 

0.32 

1.6 

18.27 

161 

392 

Westvaco 

36.1 

255/8 

38 

18 

2.90 

2.72 

8.8 

0.69 

1.05 

4.1 

22.91 

1,666 

318 

Wetterau 

52.1 

29% 

36 

16 

2.13 

2.63 

14.0 

0.11 

0.64 

2.2 

10.37 

628 

637 

Weyerhaeuser 

-4.2 

19% 

40 

17 

0.92 

1.87 

21.3 

0.42 

1.20 

6.1 

19.13 

4,020 

NR 

Wheelabrator  Tech 

NA 

36 

39 

31 

1.14 

2.14 

31.6 

1.20' 

none 

0.0 

14.22 

1,463 

840 

Wheeling-Pittsburgh 

-37.8 

S'/s 

28 

2 

16.14 

NA 

0.3 

0.02 

none 

0,0 

-3.10 

26 

666 

Whirlpool 

-8.9 

221/2 

42 

18 

2.53 

2.09 

8.9 

0.24 

1.10 

4,9 

20.49 

1,563 

641 

Whitman 

-4.9 

18% 

41 

17 

-0.11 

1.82 

def 

0.66 

1.06 

5,8 

12.11 

1,874 

55 

Wholesale  Club 

200.1 

19% 

25 

3 

0.98 

1.14 

20.3 

0.23 

none 

0,0 

5.18 

154 

480 

Wicor 

21.0 

18% 

26 

13 

1  66 

2.40 

11.3 

0.37 

1.44 

7,7 

17.92 

258 

520 

Willamette  Inds 

14.1 

351/4 

63 

30 

6.64 

5.21 

5.3 

0.47 

1.60 

4.5 

35.44 

896 

519 

Willcox  &  Gibbs 

14.1 

6 1/2 

21 

5 

0.95 

1.32 

6.8 

0.16 

0.10 

1.5 

7.95 

90 

636 

Williams  Cos 

-4.2 

281/2 

45 

18 

0,92 

2.06 

31.0 

0.65 

1.40 

4.9 

25.60 

1,175 

237 

Winn-Dixie  Stores 

73.3 

33% 

39 

17 

1.93 

2.09 

17.3 

0.26 

1.08 

3.2 

10.39 

2,612 

1034 

Winnebago  Industries 

-82.0 

21/4 

21 

2 

-0.72 

0.02 

def 

0.17 

none 

0.0 

5.30 

56 

314 

Wisconsin  Energy 

52.9 

30% 

32 

19 

2.78 

2.98 

10.9 

1.41 

1.76 

5.8 

20.23 

2,046 

475 

Wisconsin  Public  Svc 

22.1 

23% 

32 

19 

2.00 

2.16 

11.9 

0.95 

1.66 

7,0 

16.51 

547 

600 

Witco 

2.5 

271/2 

47 

22 

1.37 

3.27 

20.1 

0.38 

1.72 

6,3 

25.26 

607 

NR 

WLR  Foods 

NA 

14% 

19 

9 

1.52 

1.76 

9.7 

0.31 

0.32 

2.2 

10.29 

155 

167 

Woolworth 

97.5 

295/8 

37 

15 

2.67 

3.04 

11.1 

0.40 

1.04 

3.5 

15.98 

3,828 

368 

Worthington  Inds 

40.7 

205/8 

26 

13 

1.35 

1.83 

15.3 

0.88 

0.60 

2.9 

8.64 

813 

497 

WPL  Holdings 

18.3 

23% 

30 

20 

2.48 

2.22 

9.6 

1.04 

1.74 

7.3 

15.90 

637 

37 

Wm  Wrigley  Jr 

244.4 

53% 

59 

14 

2.87 

3.26 

18.6 

1.93 

1.62 

3.0 

8.73 

2,096 

1048 

WTD  Industries 

-87.6a 

11/2 

27 

i 

-4.14 

0.79 

def 

0.02 

— c 

none 

0.0 

6.20 

9 

679 

Wyle  Laboratories 

-12.0 

10% 

18 

7 

1.23 

1.29 

8.4 

0.23 

0.28 

2.7 

9.77 

100 

959 

Wyman-Gordon 

-62.4 

8 

25 

6 

-0.08 

0.56 

def 

0.36 

0.80 

10.0 

13.49 

143 

871 

Xerox 

-42.9 

341/8 

85 

29 

1.40 

5.43 

24.4 

0,18 

3.00 

8.8 

64,68 

3,148 

727 

Yellow  Freight  Sys 

-19.0 

231/2 

42 

19 

0.90 

2.51 

26.1 

0,29 

0.94 

4.0 

16,73 

669 

986 

Zenith  Electronics 

-70.1 

61/8 

34 

4 

-2.44 

-0.56 

def 

0.11 

none 

0.0 

14,90 

164 

924 

Zenith  National  Ins 

-54.1 

10% 

30 

10 

1.50 

2.44 

7.2 

0.43 

0.88 

8.2 

14.74 

212 

245 

Zurn  Industries 

72.2 

331/4 

51 

15 

2.27 

3.05 

14.6 

0.63 

0.88 

2.6 

18.47 

412 

Note:  Except  as  indicated,  price  changes  are  t 

rem  Dec,  i 

1,  198Sto 

Nov.  U 

,1990 

t;  Less  than  $1.     NR: 
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WHO'S  WHERE  IN 


PROFITABILITY 


America's  major  corporations 
maintained  solid  double-digit 
profit  growth  for  the  five-year 
period,  hut  the  profit  growth 
sputtered  last  year. 


By  Gustavo  Lombo 


FIVE-YEAR  AVERAGE  RETURN  on  equity  for  the  median 
company  in  this  industry  survey  was  14.6%,  versus 
14.3%  the  year  before,  but  despite  that  slight  gain, 
1990  w^as  not  a  highly  spectacular  year.  Latest  12-month 
return  on  equity  for  these  companies  slumped  from  14.4% 
to  12.1%.  (Note:  Latest  12-month  results  may  overlap  as 
many  as  tM^o  quarters  of  the  five-year  average,  which  is 
based  on  fiscal  results.) 

L.A.  Gear,  the  aptly  named  Los  Angeles-based  athletic 
footwear  and  apparel  maker,  had  the  highest  return  on 
equity  over  the  long  haul,  an  83.2%  annualized  rate.  (L.A. 
Gear  went  public  in  1986,  so  its  profitability  is  based  only 
on  four-year,  rather  than  five-year,  results.)  Such  high 
returns  are,  of  course,  unsustainable.  L.A.  Gear's  latest  12- 
month  return  on  equity  is  down  to  28%.  This  sharp 
decline  reflects  little  more  than  the  fact  that  as  a  compa- 
ny's capital  grows,  a  given  amount  of  earnings  yields  a 
smaller  return  on  equity. 

As  in  prior  years,  corporations  with  the  highest  long- 


term  profitability  tend  to  be  smaller,  rapidly  expanding 
firms  such  as  L.A.  Gear,  MagneTek  and  Delta  Woodside 
Industries.  But  there  are  exceptions.  A  significant  restruc- 
turing can  easily  make  a  big  established  corporation  look 
like  an  earnings  dynamo. 

Union  Carbide's  32%  return  on  equity  is  the  highest 
among  the  15  diversified  chemical  companies  in  this  sur- 
vey. Remember:  This  high  return  reflects  not  so  much 
high  profitability  as  it  does  a  thin  equity  base.  In  1986 
Union  Carbide  restructured  and  slashed  stockholders'  eq- 
uity to  fend  off  an  unwanted  takeover.  The  company  has 
gradually  replenished  its  equity.  On  the  basis  of  its  latest 
12-month  return  on  equity,  14%,  Union  Carbide  places 
ninth  in  its  industry. 

Even  in  a  down  year  there  are  some  standouts.  Earnings 
rose  close  to  60%  for  Microsoft  and  Coca-Cola,  and  more 
than  40%  for  Nike.  As  a  result,  all  three  companies 
showed  spectacular  profitability  performance  over  the  last 
12  months. 

For  more  information  on  how  Forbes  calculates  return 
on  equity  and  other  yardstick  figures,  see  page  95.  ■ 


Company 


— Return  on  equity — 
5-year        latest 
average      12  mos 
rank  %  % 


Company 


— Return  on  equity — 
5-year       latest 
average      12  mos 
rank  %  % 


Company 


— Return  on  equity — 
5-year       latest 
average      12  mos 
rank         %  % 


LA  Gear 

Pulitzer  Publishing 

Georgia  Gulf 

Delta  Woodside  Inds 

Allegheny  Ludlum 


83.2a 

80.6 

78.4a 

63.7 

63.7b 


27.8 
41.7 
31.4 
3.5 
27.9 


Microsoft 
Rollins 
Conseco 
Lands'  End 
Sotheby's  Holdings 


16 
17 
18 
19 
20 


50.4 
50.4 
47.6 
47.5 
46.7 


39.5 
37.3 
24.9 
14.2 
46.0 


Compaq  Computer  31  42.7  30.5 

Carnival  Cruise  Lines  32  42.3  23.4 

Marsh  &  McLennan  Cos  33  41.7  34.7 

Wellman  34  41.7a  20.6 

CBS  35  41.6  12.0 


MagneTek  6  61.6  28.9 

Teledyne  7  60.9a  24.1 

Reader's  Digest  Assn  8  60.3a  35.9 

FHP  International  9  60.2b  22.8 

WTD  Industries  10  58.7  def 


General  Cinema  21  46.6  4.0 

Novell  22  46.6  31.2 

Conner  Peripherals  23  46.4b  40.3 

Reebok  International  24  45.1  20.2 

Inco  25  44.9  34.3 


Gitano  Group 
Mark  IV  Industries 
Harley-Davidson 
Liz  Claiborne 
Syntex 


36 
37 
38 
39 
40 


41.5b 

40.9 

40.4 

40.2 

39.6 


24.7 
36.2 
28.7 
31.4 
53.4 


Vista  Chemical  11  56.4  NE 

American  Home  Prods  12  55.4  61.1 

Holly  Corp  13  52.3  500.0  + 

General  Mills  14  51.0a  46.0 

Oracle  Systems  15  50.6  20.9 


Merck 

Everex  Systems 
PSI  Resources 
Ralston  Purina 
Bandag 


26 
27 
28 
29 
30 


44.6 
44.3 
43.7 
43.5 
43.3 


48.9 
20.9 

20.4 
32.1 
36.5 


(ostens 
Coca-Cola 
Kellogg 
Student  Loan 
Union  Texas  Petrol 


41 
42 
43 
44 

45 


39.3 

25.2 

39.1 

57.0 

39.0 

27.8 

38.3 

33.9 

37.4 

8.9 

NA;  Not  available.     NE.  Negative  equity',     def.  Deficit,     a;  t-'ouryear  average,     b:  Three-year  average. 
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5-year 
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average 
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% 

% 

Company 
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% 

% 

Company 

rank 

% 

% 

Apple  Computer 

46 

37.2 

32.0 

NIKE 

108 

26.8 

39.1 

Tosco 

170 

22.8 

62.6 

UST  Inc 

47 

36.6 

42.1 

Kaufman  &  Broad  Home  109 

26.6b 

29.9 

Brown-Forman 

171 

22.8 

15.4 

Circus  Circus 

48 

36.1 

44.2 

Johnson  &  Johnson 

110 

26.5 

26.8 

WR  Berkley 

172 

22.8 

13.0 

Lotus  Development 

49 

36.1 

29.3 

Walt  Disney 

111 

26.4 

26.7 

HON  Industries 

173 

22.7 

24.3 

Wal-Mart  Stores 

50 

36.0 

29.7 

Commerce  Clearing 

112 

26.4 

16.7 

Albertson's 

174 

22.7 

23.8 

Phillips-Van  Heusen 

51 

36.0 

16.1 

Dun  &  Bradstreet 

113 

26.1 

23.6 

ConAgra 

175 

22.6 

22.9 

Marion  Merrell  Dow 

52 

35.8 

42.5 

Merry-Go-Round 

114 

25.9 

33.3 

Pope  &  Talbot 

176 

22.6 

16.6 

First  Capital  Holding 

53 

35.6 

12.3 

Albany  International 

115 

25.9 

8.2 

Fruit  of  the  Loom 

177 

22.5a 

28.3 

Maxxam 

54 

35.6 

68.7 

HJ  Heinz 

116 

25.8 

27.1 

Equifax 

178 

22.5 

16.3 

Limited 

55 

35.4 

30.3 

CDI 

117 

25.8 

13.3 

Loctite 

179 

22.5 

25.0 

Valhi 

56 

34.5 

24.9 

Caesars  World 

118 

25,8 

13.6 

Sun  Microsystems 

180 

22.5 

15.7 

Abbott  Laboratories 

57 

34.4 

34.7 

Federal  Paper  Board 

119 

25.7 

20.5 

CR  Bard 

181 

22.4 

12.9 

Morgan  Stanley 

58 

34.2a 

19.1 

Western  Publishing 

120 

25.6 

10.0 

Mercury  General 

182 

22.3 

31.1 

Warner-Lambert 

59 

34.1 

41.9 

Ford  Motor 

121 

25.5 

7.5 

Gannett 

183 

22.3 

19.4 

Affiliated  Pubs 

60 

33.9 

16.0 

Federal  Natl  Mortgage 

122 

25.5 

33.6 

Valspar 

184 

22.3 

22.8 

Washington  Post 

61 

33.8 

19.8 

PacifiCare  Health 

123 

25.3 

36.3 

McDonald's 

185 

22.2 

21.1 

Philip  Morris  Cos 

62 

33.7 

37.0 

Pic'N'Save 

124 

25.1 

7.2 

Knight-Ridder 

186 

22.1 

18.3 

Birmingham  Steel 

63 

33.3a 

9.5 

JB  Hunt  Transport 

125 

25.1 

18.2 

Rockwell  IntI 

187 

22.1 

16.1 

Charter 

64 

33.2 

def 

Torchmark 

126 

25.1 

28.8 

Snap-on  Tools 

188 

22.0 

18.5 

Waxman  Inds 

65 

33.2 

18.2 

Standard  Products 

127 

25.0 

5.7 

Betz  Laboratories 

189 

22.0 

22.3 

Arden  Group 

66 

33.0 

27.7 

PH  Glatfelter 

128 

25.0 

21.8 

Consolidated  Papers 

190 

21.9 

18.7 

Gap 

67 

32.8 

35.9 

Home  Depot 

129 

25.0 

27.5 

Naico  Chemical 

191 

21.9 

27.0 

Hudson  Foods 

68 

32.3 

7.3 

New  York  Times 

130 

24.9 

3.3 

Sara  Lee 

192 

21.9 

18.8 

20th  Century  Inds 

69 

32.3 

25.5 

Loews 

131 

24.9 

18.5 

Toys  'R'  Us 

193 

21.8 

18.8 

Paramount  Commun 

70 

32.2 

37.2 

H&R  Block 

132 

24.9 

25.4 

Fairchild 

194 

21.8 

11.2 

Union  Carbide 

71 

32.2 

14.4 

Centel 

133 

24.9 

25.4 

Sonoco  Products 

195 

21.8 

9.4 

Danaher 

72 

32.1 

29.4 

Cray  Research 

134 

24.8 

21.7 

Medtronic 

196 

21.7 

19.4 

Food  Lion 

73 

32.0 

30.5 

Shaw  Industries 

135 

24.8 

29.6 

Times  Mirror 

197 

21.6 

10.6 

Kelly  Services 

74 

31.6 

25.2 

LADD  Furniture 

136 

24.8 

6.3 

Colgate-Palmolive 

198 

21.6 

21.0 

Terex 

75 

31.6 

23.0 

Eli  Lilly 

137 

24.8 

26.9 

Minn  Mining  &  Mfg 

199 

21.6 

22.1 

Tyson  Foods 

76 

31.4 

26.2 

Giant  Food 

138 

24.8 

23.0 

Genuine  Parts 

200 

21.5 

21.1 

Intelligent  Electron 

77 

31.0 

27.6 

Handleman 

139 

24.7 

15.6 

Gibson  Greetings 

201 

21.5 

17.2 

Circuit  City  Stores 

78 

30.9 

22.6 

Olsten 

140 

24.7 

17.4 

American  Express 

202 

21.4 

4.9 

UAL 

79 

30.8 

14.4 

Stride  Rite 

141 

24.7 

32.4 

WLR  Foods 

203 

21.4 

15.8 

Deluxe 

80 

30.8 

26.6 

Marriott 

142 

24.5 

16.5 

American  Brands 

204 

21.4 

25.3 

Geico 

81 

30.6 

24.3 

Browning-Ferris  Inds 

143 

24.3 

def 

Nacco  Industries 

205 

21.3 

16.8 

Argonaut  Group 

82 

30.6 

17.3 

Raytheon 

144 

24.2 

22.7 

Lance 

206 

21.3 

21.4 

Computer  Associates 

83 

30.4 

17.1 

Waste  Management 

145 

24.2 

23.7 

Selective  Insurance 

207 

21.3 

14.1 

Harman  International 

84 

30.2 

12.3 

Spiegel 

146 

24.2 

18.1 

Toro 

208 

21.2 

13.9 

Blair 

85 

30.1 

32.0 

Tyco  Laboratories 

147 

24.2 

23.0 

Pinkerton 

209 

21.2a 

31.1 

Martin  Marietta 

86 

29.9 

25.3 

JWP 

148 

24.2 

26.8 

Dean  Foods 

210 

21.2 

19.5 

Air  Express  IntI 

87 

29.9 

26.4 

Gillette 

149 

24.1 

47.6 

Vulcan  Materials 

211 

21.2 

18.3 

Dow  Chemical 

88 

29.8 

19.0 

MCI  Communications 

150 

24.0 

17.6 

Interpublic  Group 

212 

21.2 

21.0 

Merisel 

89 

29.8 

6.9 

Schering-Plough 

151 

23.9 

27.9 

Worthington  Inds 

213 

21.1 

16.2 

Smithfield  Foods 

90 

29.4 

28.5 

Longview  Fibre 

152 

23.8 

15.7 

Ethyl 

214 

21.1 

25.5 

Hartford  Steam  Boiler 

91 

29.1 

22.5 

Atlantic  Richfield 

153 

23.8 

23.4 

Chemed 

215 

21.0 

11.9 

Blockbuster 

92 

28.8 

27.6 

McCotmick  &  Co 

154 

23.8 

18.2 

Seagate  Technology 

216 

21.0 

17.3 

Stone  Container 

93 

28.7 

11.2 

TBC 

155 

23.8 

23.9 

Drug  Emporium 

217 

21.0 

14.9 

Pilgrim's  Pride 

94 

28.7 

18.7 

Golden  West  Finl 

156 

23.8 

17.2 

A  Schulman 

218 

20.8 

21.9 

Wm  Wrigley  Jr 

95 

28.6 

32.9 

Westinghouse 

157 

23.6 

22.3 

Illinois  Tool  Works 

219 

20.8 

20.3 

PepsiCo 

96 

28.5 

25.7 

Anheuser-Busch  Cos 

158 

23.6 

22.9 

AMAX 

220 

20.8 

10.9 

Progressive 

97 

28.0 

19.6 

EG&G 

159 

23.5 

20.9 

LIVE  Entertainment 

221 

20.8 

11.9 

Alexander  &  Baldwin 

98 

27.9 

18.0 

Willamette  Inds 

160 

23.2 

18.7 

Genesco 

222 

20.8 

5.8 

Getty  Petroleum 

99 

27.7 

10.0 

Safety-Kleen 

161 

23.1 

19.2 

Walgreen 

223 

20.8 

21.2 

Dow  Jones 

100 

27.7 

8.8 

Oshkosh  Truck 

162 

23.1 

1.4 

Kimberly-Clark 

224 

20.7 

20.8 

Ryland  Group 

101 

27.7 

15.0 

Premier  Industrial 

163 

23.1 

32.8 

Bristol-Myers  Squibb 

225 

20.7b 

19.0 

Stanhome 

102 

27.5 

28.1 

Great  Lakes  Chemical 

164 

23.1 

23.0 

Quaker  Oats 

226 

20.7 

10.9 

Micron  Technology 

103 

27.4 

1.0 

Precision  Castparts 

165 

23.0 

12.9 

Hillenbrand  Inds 

227 

20.7 

19.0 

Price  Co 

104 

27.1 

23.0 

Rubbermaid 

166 

22.9 

21.8 

Pall 

228 

20.6 

17.8 

Maytag 

105 

26.9 

12.5 

Melville 

167 

22.9 

19.5 

American  IntI  Group 

229 

20.5 

16.9 

Sigma- Aldrich 

106 

26.9 

22.8 

Charming  Shoppes 

168 

22.8 

13.7 

Rhone-Poulenc  Rorer 

230 

20.5 

def 

CPC  International 

107 

26.8 

25.7 

Freeport-McMoRan 

169 

22.8 

90.5 

Burlington  Northern 

231 

20.4 

24.1 

NA;  Not  available.     NE:  Negative 

equin- 

def:  Deficit, 

a;  Four-year  average,     b:  Th 

ree  \'ear  a\'erage. 
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WHO'S  WHERE  IN  PROFITABILITY                                     1 

■ 

1 

— Return  on 

equity — 

— Return  on 

equity — 

— Returq  on 

J 
equity—     - 

5-year 

latest 

5-year 

latest 

5-year 

latest 

average 

12  mos 

average 

12  mos 

average 

12  mos 

Company 

rank 

% 

% 

Company 

rank 

% 

% 

Company 

rank 

% 

% 

Tandy 

232 

20.3 

16.4 

Chrysler 

294 

18.6 

def 

First  Wachovia 

356 

17.4 

16.6 

PPG  Industries 

233 

20.3 

18.9 

Flowers  Industries 

295 

18.6 

15.6 

Wallace  Computer  Svs 

357 

17.3 

16.1 

Hannaford  Bros 

234 

20.3 

19.1 

Russell 

296 

18.5 

17.0 

General  Motors  EDS 

358 

17.3 

11.2 

Ametek 

235 

20.3 

18.9 

General  Dynamics 

297 

18.5 

1.6 

Schultz  Sav-O  Stores 

359 

17.3 

11.7 

Nordstrom 

236 

20.2 

13.8 

Mapco 

298 

18.4 

28.7 

Lukens 

360 

17.3 

22.1 

Alco  Standard 

237 

20.2 

17.3 

NCR 

299 

18.4 

20.3 

Fleetwood  Enterprises 

361 

17.3 

12.2 

Hershey  Foods 

238 

20.2 

20.0 

CoreStates  Financial 

300 

18.4 

18.2 

Potomac  Electric 

362 

17.3 

12.6 

Household  Intl 

239 

20.1 

17.9 

RR  Donnelley  &  Sons 

301 

18.3 

15.6 

Woolworth 

363 

17.3 

16.7 

Capital  Holding 

240 

20.1 

13.0 

Eaton 

302 

18.3 

15.6 

SouthTrust 

364 

17.3 

13.7 

Bruno's 

241 

20.1 

20.0 

St  Paul  Cos 

303 

18.2 

18.1 

Alltel 

365 

17.3 

16.8 

Florida  Rock  Inds 

242 

20.1 

12.8 

Dillard  Dept  Stores 

304 

18.2 

16.3 

Sudbury 

366 

17.2 

0.0 

Western  Digital 

243 

20.0 

7.9 

Wetterau 

305 

18.2 

20.5 

Universal  Foods 

367 

17.2 

23.5 

National  Health  Labs 

244 

20.0b 

23.7 

Loral 

306 

18.2 

13.9 

AG  Edwards 

368 

17.2 

16.3 

Humana 

245 

19.9 

22.8 

Adia  Services 

307 

18.2 

10.8 

Winn-Dixie  Stores 

369 

17.2 

19.1 

VF 

246 

19.9 

15.8 

Family  Dollar  Stores 

308 

18.2 

16.1 

Barnett  Banks 

370 

17.2 

9.7 

Intl  Flavors  &  Frags 

247 

19.9 

19.9 

Signet  Banking 

309 

18.1 

9.0 

Banta 

371 

17.2 

8.5 

AMP 

248 

19.9 

17.8 

Cooper  Tire  &  Rubber 

310 

18.1 

21.0 

Best  Buy  Co 

372 

17.1 

9.0 

Hubbell 

249 

19.9 

19.5 

Wells  Fargo 

311 

18.1 

27.9 

Cincinnati  Bell 

373 

17.1 

15.3 

Comdisco 

250 

19.8 

15.3 

MNC  Financial 

312 

18.1 

def 

Kemper 

374 

17.0 

0.9 

State  Street  Boston 

251 

19.8 

18.6 

Thomas  &  Betts 

313 

18.1 

14.2 

Jacobs  Engineering 

375 

17.0 

23.4 

Paccar 

252 

19.8 

15.6 

Crane 

314 

18.1 

21.0 

QVC  Network 

376 

17.0b 

def 

Rite  Aid 

253 

19.8 

14.8 

Commtron 

315 

18.0 

16.8 

Dayton  Hudson 

377 

17.0 

19.4 

Emerson  Electric 

254 

19.8 

19.9 

Sequa 

316 

18.0 

8.5 

Mead 

378 

17.0 

9.3 

3Com 

255 

19.7a 

11.1 

Chubb 

317 

18.0 

16.8 

Temple-Inland 

379 

17.0 

18.0 

JM  Smucker 

256 

19.7 

17.6 

Ecolab 

318 

18.0 

3.4 

Reynolds  &  Reynolds 

380 

17.0 

19.8 

Georgia-Pacific 

257 

19.7 

17.2 

Weis  Markets 

319 

17.9 

15.2 

Molex 

381 

17.0 

14.2 

Pitney  Bowes 

258 

19.6 

9.9 

Blount 

320 

17.9 

7.8 

National  Service 

382 

16.9 

16.2 

General  Re 

259 

19.6 

19.2 

SunTrust  Banks 

321 

17.9 

16.7 

Delta  Air  Lines 

383 

16.9 

3.5 

Savannah  Foods 

260 

19.6 

28.7 

C&S/Sovran 

322 

17.9 

11.4 

Bowater 

384 

16.9 

10.4 

Tribune 

261 

19.6 

13.6 

Armstrong  World  Inds 

323 

17.8 

15.6 

Morton  International 

385 

16.9 

14.9 

First  Union 

262 

19.5 

12.7 

Quantum  Chemical 

324 

17.8 

NE 

Omnicom  Group 

386 

16.9 

22.3 

Bear  Stearns  Cos 

263 

19.5b 

10.9 

Sysco 

325 

17.8 

19.5 

Midlantic 

387 

16.9 

def 

Herman  Miller 

264 

19.5 

16.2 

NCNB 

326 

17.7 

16.3 

Curtice  Burns  Foods 

388 

16.9 

5.9 

Tambrands 

265 

19.5 

8.4 

Goodyear 

327 

17.7 

def 

Union  Camp 

389 

16.8 

13.7 

Michigan  National 

266 

19.4 

9.2 

May  Dept  Stores 

328 

17.7 

19.3 

Casey's  General  Store 

390 

16.8 

11.1 

Gerber  Products 

267 

19.4 

27.9 

Bausch  &  Lomb 

329 

17.7 

17.5 

First  Financial  Mgmt 

391 

16.8 

.      13.1 

Automatic  Data 

268 

19.4 

20.8 

National  City 

330 

17.7 

17.7 

E-Systems 

392 

16.8 

14.7 

Smith's  Food  &  Drug 

269 

19.4a 

13.5 

US  Healthcare 

331 

17.7 

31.8 

Upjohn 

393 

16.8 

11.0 

American  Family 

270 

19.4 

15.6 

CNA  Financial 

332 

17.7 

8.7 

Applied  Power 

394 

16.8 

21.5 

Newell  Co 

271 

19.3 

22.6 

Rohm  &  Haas 

333 

17.6 

14.6 

Southwestern  Pub  Svc 

395 

16.8 

17.6 

Kellwood 

272 

19.2 

2.1 

Longs  Drug  Stores 

334 

17.6 

17.0 

Nicor 

396 

16.8 

18.5 

Scott  Paper 

273 

19.2 

13.6 

Aon 

335 

17.6 

16.4 

Kimball  International 

397 

16.8 

16.2 

Safeco 

274 

19.1 

14.3 

Figgie  Intl 

336 

17.6 

16.8 

Intel 

398 

16.7 

22.0 

Dover 

275 

19.1 

21.1 

Universal 

337 

17.6 

9.6 

Super  Food  Services 

399 

16.7 

16.0 

Clorox 

276 

19.1 

18.5 

AST  Research 

338 

17.6 

30.5 

JC  Penney 

400 

16.7 

15.6 

Interface 

277 

19.0 

16.3 

WW  Grainger 

339 

17.6 

17.0 

Square  D 

401 

16.7 

17.6 

General  Electric 

278 

19.0 

20.5 

Alberto-Culver 

340 

17.6 

21.3 

Federal  Signal 

402 

16.7 

22.3 

Sherwin-Williams 

279 

19.0 

18.0 

Dibrell  Brothers 

341 

17.5 

15.9 

PNC  Financial 

403 

16.7 

8.5 

Bancorp  Hawaii 

280 

19.0 

18.5 

Willcox  &  Gibbs 

342 

17.5 

11.9 

RPM 

404 

16.6 

18.3 

MCN 

281 

18.9b 

12.4 

Old  Kent  Financial 

343 

17.5 

15.9 

Cincinnati  Financial 

405 

16.6 

12.1 

Super  Valu  Stores 

282 

18.9 

17.3 

Fleet/Norstar  Finl 

344 

17.5 

3.9 

Cardinal  Distribution 

406 

16.6 

11.8 

Amdahl 

283 

18.9 

13.8 

Seaway  Food  Town 

345 

17.5 

9.1 

Potlatch 

407 

16.6 

16.1 

Phelps  Dodge 

284 

18.9 

15.8 

Consolidated  Stores 

346 

17.5 

def 

Carter-Wallace 

408 

16.6 

15.1 

Reynolds  Metals 

285 

18.9 

15.5 

Bob  Evans  Farms 

347 

17.5 

13.1 

Southdown 

409 

16.5 

13.5 

Quantum 

286 

18.8 

33.3 

Stewart  &  Stevenson 

348 

17.5 

18.9 

Bemis 

410 

16.5 

18.6 

Becton  Dickinson 

287 

18.8 

16.7 

USG 

349 

17.4 

NE 

NCH 

411 

16.5 

19.9 

Leucadia  National 

288 

18.8 

35.8 

Cincinnati  G&E 

350 

17.4 

16.6 

Masco  Industries 

412 

16.4 

0.0 

Pfizer 

289 

18.8 

15.9 

Valmont  Industries 

351 

17.4 

18.0 

La-Z-Boy  Chair 

413 

16.4 

12.1 

Leggett  &  Piatt 

290 

18.8 

16.0 

TRW 

352 

17.4 

13.0 

Marshall  &  Ilsley 

414 

16.4 

14.0 

Vishay  Intertech 

291 

18.8 

17.8 

Banc  One 

353 

17.4 

17.4 

Reliance  Group 

415 

16.4 

67.4 

Lockheed 

292 

18.7 

4.9 

Apogee  Enterprises 

354 

17.4 

16.7 

Ogden 

416 

16.4 

15.3 

Hanover  Insurance 

293 

18.6 

6.3 

Masco 

355 

17.4 

9.8 

Modine  Manufacturing 

417 

16.4 

14.8 

NA:  Not  available.     NE: 

Negative 

et|Liir\',     def;  Deficit. 

1;  Four  year  average,     b;  Th 

ee  \-ear  average. 
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— Return  on 

equity — 

— Return  on 

equity — 

— Return  on 

equity — 

5-year 

latest 

5-year 

latest 

5-year 

latest 

average 

12  mos 

average 

12  mos 

average 

12  mos 

Company 

rank 

% 

% 

Company 

rank 

% 

% 

Company 

rank 

% 

% 

Fuqua  Industries 

418 

16.3 

.3.T 

SCEcorp 

480 

15.1 

13.7 

Archer  Daniels 

542 

14.3 

14,3 

Dominion  Bankshaies 

419 

16.3 

2.3 

First  of  America  Bank 

481 

15.1 

13.7 

American  Cyanamid 

543 

14.3 

14,4 

United  Stationers 

420 

16.3 

7.5 

Univar 

482 

15.1 

16.9 

US  West 

544 

14.3 

13,8 

UIB  Financial 

421 

16.3 

4.1 

Chiquita  Brands  Intl 

483 

15.1 

17.3 

Public  Service  Colo 

545 

14.3 

14,9 

Digital  Equipment 

422 

16.2 

def 

Westvaco 

484 

15.1 

12.7 

Meridian  Bancorp 

546 

14.2 

3,8 

Rouse 

423 

16.2 

def 

Castle  &  Cooke 

485 

15.1a 

14.9 

General  Public  Utils 

547 

14.2 

13,7 

Hewlett-Packard 

424 

16.2 

13.4 

AAR  Corp 

486 

15.1 

14.2 

Exxon 

548 

14.2 

12,6 

GATX 

425 

16.2 

14.5 

Contel 

487 

15.0 

12.7 

Fay's 

549 

14.2 

15,8 

Minnesota  Power  &  Lt 

426 

16.2 

11.7 

Moore  Corp 

488 

15.0 

10.6 

SCI  Systems 

550 

14.1 

8,7 

Lubrizol 

427 

16.2 

27.1 

Alcoa 

489 

.  15.0 

11.6 

American  Electric 

551 

14.1 

13,1 

Marshall  Industries 

428 

16.1 

14.9 

BayBanks 

490 

15.0 

def 

Houghton  Mifflin 

552 

14.1 

12,5 

Maxtor 

429 

16.1 

12.3 

Helena  Curtis  Inds 

491 

15.0 

5.8 

Litton  Industries 

553 

14.1 

13.3 

Alcan  Aluminium 

430 

16.1 

10.3 

GenCorp 

492 

15.0 

18.0 

Atlantic  Energy 

554 

14.1 

12,2 

Nucor 

431 

16.1 

11.9 

Baltimore  G&E 

493 

15.0 

9.3 

Beckman  Instruments 

555 

14.1b 

13,5 

Ohio  Casualty 

432 

16.1 

10.4 

Huntington  Bcshs 

494 

15.0 

11.4 

Dana 

556 

14.1 

9,1 

Hilton  Hotels 

433 

16.1 

12.6 

Pentair 

495 

15.0 

10.0 

Allegheny  Power 

557 

14.0 

12,0 

Leslie  Fay  Cos 

434 

16.0 

17.9 

Central  Steel  &  Wire 

496 

14.9 

10.5 

Ashland  Oil 

558 

14.0 

16,2 

Morrison 

435 

16.0 

12.4 

Collins  Foods  Intl 

497 

14.9 

11.8 

Dexter 

559 

14.0 

12,9 

Central  Newspapers 

436 

16.0a 

12.5 

Ingles  Markets 

498 

14.9 

9.6 

WPL  Holdings 

560 

14.0 

15,6 

United  Telecom 

437 

15.9 

15.8 

Crown  Cork  &  Seal 

499 

14.9 

13.1 

Monsanto 

561 

14.0 

15,6 

Bergen  Brunswig 

438 

15.9 

15.9 

KeyCorp 

500 

14.9 

15.0 

AM  Castle  &  Co 

562 

14.0 

8,3 

Asarco 

439 

15.9 

14.2 

Mattel 

501 

14.8 

43.5 

Duke  Power 

563 

13.9 

14.5 

Capital  Cities/ABC 

440 

15.9 

15.3 

Strawbridge 

502 

14.8 

12.5 

Washington  Gas  Light 

564 

13.9 

12.7 

Ameritech 

441 

15.9 

15.7 

So  N  England  Telecom 

503 

14.8 

11.5 

Louisiana-Pacific 

565 

13.9 

11,4 

First  American  Finl 

442 

15.9 

6.4 

Crestar  Financial 

504 

14.8 

12.0 

Northern  Telecom 

566 

13.8 

15,4 

Stanley  Works 

443 

15.7 

14.7 

Old  Republic  Intl 

505 

14.8 

15.0 

Durr-Fillauer 

567 

13,8 

14,7 

SPX 

444 

15.7 

7.8 

Ferro 

506 

14.8 

8.8 

Bell  Atlantic 

568 

13.8 

12,1 

Block  Drug 

445 

15.7 

14.1 

Procter  &  Gamble 

507 

14.7 

20.2 

Lancaster  Colony 

569 

13.8 

11,4 

Applied  Materials 

446 

15.6 

15.9 

Businessland 

508 

14.7 

def 

IBM 

570 

13.8 

10,8 

Millipore 

447 

15.6 

13.3 

Burlington  Coat 

509 

14.7 

11.7 

Central  &  So  West 

571 

13.8 

13,3 

InterTAN 

448 

15.6b 

11.1 

Air  Prods  &  Chems 

510 

14.7 

15.8 

Hechinger 

572 

13.8 

8.4 

Phillips  Petroleum 

449 

15.6 

2.0 

Thomas  Industries 

511 

14.7 

11.9 

Raychem 

573 

13.8 

def 

Wisconsin  Energy 

450 

15.6 

13.7 

Pioneer  Hi-Bred  Intl 

512 

14.7 

11.7 

Wisconsin  Public  Svc 

574 

13.8 

12,1 

Peoples  Energy 

451 

15.6 

12.8 

Imperial  Holly 

513 

14.7 

16.8 

Great  A&P  Tea 

575 

13.8 

14,0 

Standard  Register 

452 

15.6 

12.1 

San  Diego  G&E 

514 

14.6 

16.2 

Iowa-Illinois  G&E 

576 

13.8 

11,7 

Mercantile  Stores 

453 

15.6 

12,2 

Kentucky  Utilities 

515 

14.6 

15.1 

Dominion  Resources 

577 

13.8 

14,4 

Ipalco  Enterprises 

454 

15.5 

13.9 

Pacific  Telesis 

516 

14.6 

14.0 

Orange  &  Rockland 

578 

13.7 

13,3 

Chesapeake 

455 

15.5 

8.1 

International  Paper 

517 

14.6 

14.4 

HF  Ahmanson 

579 

13.7 

12,4 

Coming 

456 

15.5 

16.2 

EI  du  Pont  de  Nemours 

518 

14.6 

15.1 

Tandem  Computers 

580 

13,7 

11,0 

CalMat 

457 

15.5 

21.2 

Union  Electric 

519 

14.6 

15.8 

MicroAge 

581 

13,7 

22,4 

Alexander  &  Alexander 

458 

15.5 

12.8 

Manufacturers  Natl 

520 

14.6 

16.2 

Rochester  Telephone 

582 

13.7 

11,0 

Society 

459 

15.5 

16.2 

No  States  Power 

521 

14.5 

14.8 

Kansas  Power  &  Light 

583 

13.7 

11,6 

South  Carolina  Natl 

460 

15.5 

12.7 

UtiliCorp  United 

522 

14.5 

11.5 

Firstar 

584 

13.7 

17,1 

NBD  Bancorp 

461 

15.4 

16.0 

Thiokol 

523 

14.5 

17.2 

Commerce  Bcshs 

585 

13.6 

13.5 

Edison  Bros  Stores 

462 

15.4 

26.6 

Laclede  Gas 

524 

14.5 

7.8 

Pennsylvania  P&L 

586 

13.6 

14.9 

Dynatech 

463 

15.4 

11.5 

Piedmont  Natural  Gas 

525 

14.5 

14.1 

Delmarva  Power  &  Lt 

587 

13.6 

12.4 

LB  Foster 

464 

15.4 

4.0 

Comerica 

526 

14.5 

18.6 

Texas  Utilities 

588 

13.6 

14.3 

Texas  Instruments 

465 

15.4 

0.9 

Grey  Advertising 

527 

14.5 

13.2 

PHM 

589 

13.6 

11.5 

Wackenhut 

466 

15.4 

19.7 

Manor  Care 

528 

14.5 

13.4 

INB  Financial 

590 

13.6 

10.4 

Constar  Intl 

467 

15.3 

11.2 

Standard  Fedl  Bank 

529 

14.4b 

9.0 

Eastman  Kodak 

591 

13.6 

4.7 

McGraw-Hill 

468 

15.3 

2.6 

Boise  Cascade 

530 

14.4 

6.6 

Southwest  Gas 

592 

13.6 

8.7 

Pep  Boys 

469 

15.3 

12.6 

Union  Bank 

531 

14.4 

17.0 

AMR 

593 

13.6 

5.6 

Intergraph 

470 

15.3 

10.6 

BellSouth 

532 

14.4 

13.3 

Consolidated  Edison 

594 

13.6 

11.8 

Florida  Progress 

471 

15.2 

11.6 

GTE 

533 

14.4 

17.0 

Guilford  Mills 

595 

13,6 

def 

Zenith  National  Ins 

472 

15.2 

10.2 

Ross  Stores 

534 

14.4 

20.5 

FPL  Group 

596 

,13,5 

def 

Security  Pacific 

473 

15.2 

16.3 

Oklahoma  G&E 

535 

14.4 

16.0 

Circle  K 

597 

13,5 

NE 

Computer  Sciences 

474 

15.2 

14.3 

Berkshire  Hathaway 

536 

14.4 

7.7 

La  large 

598 

13,4 

7,8 

Village  Super  Market 

475 

15.2 

9.0 

AmSouth  Bancorp 

537 

14.4 

10.9 

CILcorp 

599 

13,4 

11,0 

Marsh  Supermarkets 

476 

15.2 

16.7 

US  Bancorp 

538 

14.3 

16.7 

EW  Scripps 

600 

13,4b 

8,9 

Geo  A  Hormel 

477 

15.2 

16.4 

Scana 

539 

14.3 

20.0 

Coastal  Corp 

601 

13,4 

11,4 

TECO  Energy 

478 

15.2 

.        15.5 

PacifiCorp 

540 

14.3 

14.7 

Avery  Dennison 

602 

13,4a 

10,7 

Diamond  Shamrock 

479 

15.1b 

21.2 

DPL 

541 

14.3 

14.8 

PHH 

603 

13,4 

10,4 

NA:  Not  available.     NE:  Negativt; 

equin-. 

def:  Deficit. 

a:  Four-\car  .ixerjgL'      h:  Three-\-ear 

average. 
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WHO'S  WHERE  IN  PROFITABILITY 


— Return  on 

equity- 

— Return  on 

equity — 

— Return  on 

equity — 

5-year 

latest 

5-year 

latest 

5-year 

latest 

average 

12  mos 

average 

12  mos 

average 

12  mos 

Company 

rank 

% 

% 

Company 

rank 

% 

% 

Company 

rank 

% 

% 

Salem  Carpet  Mills 

604 

13.4 

5.5 

Olin 

665 

12.3 

14.7 

UNUM 

726 

11.1b 

14.9 

Dixie  Yarns 

605 

13.4 

3.9 

Motorola 

666 

12.3 

13.7 

Emerson  Radio 

727 

11.1 

def 

Hasbro 

606 

13.4 

10.7 

Yellow  Freight  Sys 

667 

12.3 

5.4 

Liberty  Corp 

728 

11.1 

13.2 

Transamerica 

607 

13.3 

11.0 

Centex 

668 

12.3 

13.5 

Enron 

729 

11.0 

14.9 

Pub  Svc  Enterprise 

608 

13.3 

12.5 

Thermo  Electron 

669 

12.3 

13.1 

Salomon 

730 

11.0 

10.6 

Hills  Dept  Stores 

609 

13.3a 

def 

Alaska  Air  Group 

670 

12.3 

8.2 

Kansas  City  P&L 

731 

11.0 

12.4 

Allied-Signal 

610 

13.3 

14.1 

Quanex 

671 

12.2 

15.4 

DQE 

732 

11.0 

11.6 

Lincoln  Electric 

611 

13.3 

12.8 

Lennar 

672 

12.2 

7.4 

ITT 

733 

11.0 

13.7 

Northern  Trust 

612 

13.3 

18.5 

Primerica 

673 

12.2 

13.9 

Witco 

734 

11.0 

5.4 

General  Motors 

613 

13.3 

def 

McKesson 

674 

12.2 

10.7 

CalFed 

735 

10.9 

def 

Ruddick 

614 

13.3 

14.6 

Ohio  Edison 

675 

12.1 

11.8 

Intl  Multifoods 

736 

10.9 

8.5 

Brooklyn  Union  Gas 

615 

13.2 

10.7 

Kennametal 

676 

12.1 

15.0 

Outboard  Marine 

737 

10.9 

def 

Seagram 

616 

13.2 

13.3 

Mobil 

677 

12.1 

10.1 

Equitable  Resources 

738 

10.9 

9.8 

Inacomp  Computer 

617 

13.2 

15.2 

Zurn  Industries 

678 

12.1 

12.3 

Pittway 

739 

10.9a 

7.5 

Commercial  Metals 

618 

13.2 

13.4 

Roadway  Services 

679 

12.1 

14.4 

Rochester  G&E 

740 

10.8 

10.0 

Southwestern  Bell 

619 

13.2 

12.8 

Cipsco 

680 

12.1 

11.4 

Silicon  Graphics 

741 

10.8 

16.9 

Midwest  Resources 

620 

13.2 

11.0 

Rykoff-Sexton 

681 

12.1 

5.4 

Borden 

742 

10.7 

21.9 

Kmart 

621 

13.2 

6.7 

Northeast  Utilities 

682 

12.0 

12.5 

PS  Group 

743 

10.7 

def 

Wicor 

622 

13.1 

9.3 

Johnson  Controls 

683 

12.0 

7.3 

First  Chicago 

744 

10.6 

12.5 

HB  Fuller 

623 

13.1 

10.4 

Hercules 

684 

12.0 

def 

American  Greetings 

745 

10.6 

12.4 

Donaldson 

624 

13.1 

16.6 

IE  Industries 

685 

12.0 

22.5 

MCA 

746 

10.6 

10.6 

Parker  Hannifin 

625 

13.1 

12.1 

Gt  Western  Financial 

686 

12.0 

5.7 

USF&G 

747 

10.6 

6.7 

Cooper  Industries 

626 

13.1 

12.0 

First  Tennessee  Natl 

687 

12.0 

12.5 

Tenneco 

748 

10.5 

19.1 

Washington  Mutual 

627 

13.0 

7.3 

Provident  Life  &  Ace 

688 

12.0 

15.0 

American  Water  Works 

749 

10.5 

8.0 

Premark  Intl 

628 

13.0b 

5.5 

UGI 

689 

12.0 

9.3 

Carl  Karcher 

750 

10.5 

8.6 

Textron 

629 

13.0 

10.7 

Nash  Finch 

690 

11.9 

11.2 

Norfolk  Southern 

751 

10.4 

11.7 

Commonwealth  Energy 

630 

13.0 

10.2 

Ball  Corp 

691 

11.9 

10.2 

Sears,  Roebuck 

752 

10.4 

8.2 

National  Medical 

631 

12.9 

20.4 

American  Stores 

692 

11.9 

12.6 

Southwest  Airlines 

753 

10.4 

10.3 

Amoco 

632 

12.9 

12.4 

Consol  Natural  Gas 

693 

11.9 

9.4 

Holnam 

754 

10.4 

def 

GlenFed 

633 

12.9 

9.6 

Trinova 

694 

11.9 

9.8 

Boatmen's  Bancshares 

755 

10.4 

12.3 

Seaboard 

633 

12.9 

13.5 

Meredith 

695 

11.9 

9.2 

Fred  Meyer 

756 

10.4 

def 

Champion  Intl 

635 

12.9 

7.7 

Morgan  Products  Ltd 

696 

11.9 

def 

Echlin 

757 

10,4 

7.4 

Puget  Sound  P&L 

636 

12.9 

11.6 

Standex  International 

697 

11.9 

16.1 

Campbell  Soup 

758 

10.4 

1.6 

Brunswick 

637 

12.8 

9.4 

National  Fuel  Gas 

698 

11.8 

11.1 

DWG 

759 

10.4 

def 

Houston  Industries 

638 

12.8 

11.1 

NWNL 

699 

11.8 

10.5 

Beneficial  Corp 

760 

10.3 

15.8 

Southern  Company 

639 

12.8 

9.1 

Hawaiian  Electric 

700 

11.8 

9.6 

Costco  Wholesale 

761 

10.3 

•    17.9 

Tecumseh  Products 

640 

12.8 

4.5 

St  Joe  Paper 

701 

11.8a 

7.3 

American  Building 

762 

10.3 

13.6 

Service  Merchandise 

641 

12.8 

NE 

Scientific-Atlanta 

702 

11.7 

15.0 

National  Education 

763 

10.3 

def 

Kentucky  Central  Life 

642 

12.7 

7.6 

American  General 

703 

11.6 

11.3 

Federal  Express 

764 

10.3 

8.1 

Nashua 

643 

12.7 

10.9 

Baxter  International 

704 

11.6 

def 

Airborne  Freight 

765 

10.3 

18.7 

Whirlpool 

644 

12.7 

12.3 

Shoney's 

705 

11.6 

NE 

Diebold 

766 

10.3 

7.6 

Kaman 

645 

12.7 

10.7 

Huffy 

706 

11.6 

19.0 

Springs  Industries 

767 

10.3 

0.3 

Norwest 

646 

12.7 

19.0 

FirstFed  Michigan 

707 

11.6 

7.2 

Jefferson-Pilot 

768 

10.3 

10.9 

Delchamps 

647 

12.7 

13.9 

Carlisle  Cos 

708 

11.5 

10.5 

Federal-Mogul 

769 

10.1 

4.2 

James  River  Corp  Va 

648 

12.6 

2.2 

NY  State  E&G 

709 

11.4 

12.0 

Ameron 

770 

10.1 

9.6 

Ingersoll-Rand 

649 

12.6 

14.6 

Caterpillar 

710 

11.4 

6.8 

Interlake 

771 

10.1 

NE 

LG&E  Energy 

650 

12.6 

10.5 

Commonwealth  Ed 

711 

11.4 

def 

American  Petrofina 

772 

10.1 

9.1 

Oneida 

651 

12.6 

9.3 

Mine  Safety  Appliance 

712 

11.4 

11.8 

Skyline 

773 

10.1 

6.1 

United  Technologies 

652 

12.6 

14.6 

Lincoln  National 

713 

11.4 

9.9 

Ryder  System 

774 

10.1 

5.8 

Ply  Gem  Industries 

653 

12.6 

5.8 

Atlanta  Gas  Light 

714 

11.4 

10.4 

Xerox 

775 

10.1 

2.2 

Philadelphia  Elec 

654 

12.6 

3.0 

Cyprus  Minerals 

715 

11.4 

10.2 

CMS  Energy 

776 

10.1 

11.2 

Uslico 

655 

12.6 

9.4 

Fleming  Cos 

716 

11.3 

12.3 

Equitable  of  Iowa 

777 

10.0 

8.4 

Genovese  Drug  Stores 

656 

12.6 

9.5 

Trinity  Industries 

717 

11.3 

9.7 

Analog  Devices 

778 

10.0 

3.2 

Barnes  Group 

657 

12.6 

8.6 

Bethlehem  Steel 

718 

11.3 

4.5 

Beatings 

779 

10.0 

6.9 

Homefed 

658 

12.5 

def 

Weyerhaeuser 

719 

11.2 

4.8 

Southeast  Banking 

780 

10.0 

def 

Town  &  Country 

659 

12.5 

7.3 

Central  Maine  Power 

720 

11.2 

11.3 

BF  Goodrich 

781 

9.9 

11.9 

Lowe's  Cos 

660 

12.5 

12.7 

Magma  Copper 

721 

11.2b 

19.5 

BigB 

782 

9.9 

def    ■ 

Nynex 

661 

12.5 

8.9 

Pacific  Enterprises 

722 

11.2 

def 

Bank  of  New  York 

783 

9.9 

13.5 

Boeing 

662 

12.5 

18.7 

Ameritrust 

723 

11.2 

0.7 

Riggs  National 

784 

9.8 

2.8 

Aetna  Life  &  Cas 

663 

12.4 

8.7 

Rohr  Industries 

724 

11.2 

3.8 

Hexcel 

785 

9.8 

0.3 

Carolina  Power  &.  Lt 

664 

12.4 

10.8 

Union  Pacific 

725 

11.1 

15.5 

Hughes  Supply 

786 

9.7 

4.8 

NA;  Nt)t  available,     NK:  Nfgaiivc'  equitv.     del:  Deficit. 

i.  I'oui'-year  average,     h;  Th 

ee  year 

a\erage. 
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The  World's  Stage 


Paper 


Perfumes 

i 

Gifts 


Internationale  Frankfurter  Masse 

Paper     Perfumes     Gifts 

A  few  of  the  names  we've  made  a  name  with. 

Exhibitors  at  the  International  Frankfurt  Trade  Fair  Premiere: 
Nazareno  Gabrielli,  Italy.  Canson  &  Montgolfier,  France.  Z-Business 
Products,  USA.  KOH-I-NOOR  Hardtmuth,  Austria,  te  Neues  Verlag, 
Gernnany.  A.  T.  Cross  Deutschland,  Gernnany.  Dennison,  USA. 
Exacompta-Exaclair,  France.  3M  Deutschland,  Gernnany.  Tombow 
Pencil,  Japan.  EIco  Papier,  Switzerland.  MontBlanc-SimpIo,  Gernnany. 
HALLMARK  CARDS,  Gernnany.  Rossler  Papier,  Gernnany.  HENZO, 
Netherlands.  Albert  Horn  Sohne,  Gernnany.  Louis  Leitz,  Germany. 
Schwan-Stabilo  Schwanhausser,  Germany.  ELBA-Ordner  Fabrik,  Germany. 
Rotring-Werke  Riepe,  Germany.  Rexel,  Great  Britain.  A.  W.  Faber- 
Castell,  Germany.  PELIKAN,  Germany.  JAGUAR  Stahlwarenfabrik, 
Germany.  Crabtree  &  Evelyn,  Germany.  Kanebo  Cosmetics,  Germany. 
Marcel  Franck,  France.  Deutsche  Lancome,  Germany.  Marbert, 
Germany.  C.  Riethmiiller,  Germany.  PAP*STAR,  Germany.  Deutsche  Duni, 
Germany.  Plastiflor,  Germany.  Wohlfahrt,  Germany.  Marco  Polo  Import, 
Germany.  Sigikid,  Germany.  Gebr.  Steinhart,  Germany. 


Frankfurt  am  Main,  26  -  30. 1. 1991 


Messe 
Frankfurt 


Furthermore,  from  February  16th  to  20th:  International  Frankfurt  Trade  fa\r^i^^V\AY^l€^/^l^ 
the  biggest  consumer  goods  fair  in  the  world. 


For  information,  travel  reservations,  tickets: 

German-American  Chamber  of  Commerce,  Inc.,  666  Fifth  Avenue,  New  York,  N.Y.  10103, 

Tel.:  (212)  974-8830/88  56,  Telex:  RCA  234  209  GACC  UR,  Telefax:  (212)  974-8867. 


WHO'S  WHERE  IN  PROFITABILITY 


!^ 


— Return  on 

equity — 

— Return  on 

equity — 

— Return  on 

equity —     i 

5-year 

latest 

5-year 

latest 

5-year 

latest     ' 

average 

12mos 

. 

average 

12mos 

average 

12  mos 

Company 

rank 

% 

% 

Company 

rank 

% 

% 

Company 

rank 

% 

% 

Greyhound  Dial 

787 

9.7 

1.4 

Honeywell 

848 

7.7 

34.1 

Dart  Group 

909 

3-3 

4.2       ' 

Independent  Insurance 

788 

9.7 

8.7 

Fremont  General 

849 

7.7 

17.5 

Interco 

910 

5.3 

NE 

Standard  Motor  Prods 

789 

9.6 

4.6 

Kansas  Gas  &  Elec 

850 

7.6 

9.4 

Kerr-McGee 

911 

5.2 

8.6 

Owens  &  Minor 

790 

9.6 

7.9 

Republic  New  York 

851 

7.6 

20.2 

Wendy's  Intl 

912 

5.2 

8.5 

Cigna 

791 

9.6 

7.2 

Texaco 

852 

7.6 

14.4 

Varian  Associates 

913 

5.1 

def 

Aztar 

792 

9.6 

26.1 

Media  General 

853 

7.6 

8.2 

Child  World 

914 

5.1 

0.1 

New  England  Electric 

793 

9.6 

22.5 

First  American  Corp 

854 

7.6 

def 

Universal  Health 

915 

5.1 

7.4 

Consol  Freightways 

794 

9.6 

def 

Dairy  Mart 

855 

7.6 

8.1 

Portland  General 

916 

5.0 

0.2 

Bank  of  Boston 

795 

9.6 

def 

Butler  Manufacturing 

856 

7.5 

16.0 

Winnebago  Industries 

917 

4.9 

def 

Central  Hudson  G&E 

796 

9.5 

11.0 

USX 

857 

7.5 

14.4 

Newmont  Mining 

918 

4.9 

NE 

Montana  Power 

797 

9.5 

9.4 

Tucson  Electric 

858 

7.5 

def 

AO  Smith 

919 

4.9 

3.0 

First  Mississippi 

798 

9.5 

4.0 

Oneok 

859 

7.4 

10.0 

Westmark  Intl 

920 

4.9b 

6.6 

Highland  Superstores 

799 

9.5 

def 

Polaroid 

860 

7.4 

15.8 

Briggs  &  Stratton 

921 

4.8 

14.9 

Detroit  Edison 

800 

9.4 

19.2 

Crystal  Brands 

861 

7.4a 

8.9 

Handy  &  Harman 

922 

4.7 

6.6 

General  Signal 

801 

9.4 

5.3 

Arvin  Industries 

862 

7.4 

5.3 

Monarch  Capital 

923 

4.7 

def    ; 

Amerada  Hess 

802 

9.4 

12.4 

Shawmut  National 

863 

7.3 

def 

Orion  Pictures 

924 

4.5 

3.9 

Time  Warner 

803 

9.4 

def 

Merrill  Lynch 

864 

7.3 

def 

General  Host 

925 

4.5 

2.5 

Foodarama  Supermkts 

804 

9.3 

8.0 

Home  Shopping 

865 

7.3b 

22.4 

Sonat 

926 

4.3 

7.4 

Eastern  Enterprises 

805 

9.2 

12.9 

Talman  Home  Federal 

866 

7.2b 

4.7 

FMC 

927 

4.3 

NE 

Dollar  General 

806 

9.1 

10.8 

Travelers 

867 

7.2 

def 

Thorn  Apple  Valley 

928 

4.3 

def 

MA  Hanna 

807 

9.1 

9.8 

Citicorp 

868 

7.1 

def 

Occidental  Petroleum 

929 

4.2 

5.0 

WR  Grace 

808 

9.0 

12.2 

Carolina  Freight 

869 

7.1 

def 

Oxford  Industries 

930 

4.2 

5.1 

MAI  Systems 

809 

9.0a 

0.9 

Armco 

870 

7.0 

def 

Lionel 

931 

4.2 

def 

USLife 

810 

9.0 

7.5 

DSC  Communications 

871 

7.0 

12.0 

Gulf  States  Utils 

932 

4.2 

def 

Culbro 

811 

9.0 

3.8 

US  Shoe 

872 

7.0 

11.1 

Std  Commercial 

933 

4.1 

3.8 

Petrie  Stores 

812 

9.0 

3.7 

Foremost  Corp  of  Amer 

873 

6.9 

def 

Sun  Company 

934 

4.0 

1.1 

Goulds  Pumps 

813 

8.9 

0.9 

Penn  Central 

874 

6.9 

5.7 

Williams  Cos 

935 

3.8 

3.6 

Brown  Group 

814 

8.8 

10.2 

Wyle  Laboratories 

875 

6.9 

12.6 

Adolph  Coors 

936 

3.8 

3.4 

Crown  Central  Pet 

815 

8,8 

7.0 

Continental  Corp 

876 

6.8 

6.8 

KN  Energy 

937 

3.8 

12,5 

Rose's  Stores 

816 

8.7 

3.4 

Talley  Industries 

877 

6.8 

5.4 

Perkin-Elmer 

938 

3.6 

7.8 

Hartmarx 

817 

8.6 

def 

American  Bankers 

878 

6.8 

13.6 

Salant 

939 

3.6 

def 

Medco  Containment 

818 

8.6 

3.1 

Columbia  Gas  System 

879 

6.8 

7.2 

United  Banks  of  Colo 

940 

3.6 

def 

Sundstrand 

819 

8.6 

19.4 

Boston  Edison 

880 

6.8 

def 

Mercantile  Bancorp 

941 

3.5 

12.6 

UNC 

820 

8.6 

def 

Deere  &  Co 

881 

6.7 

15.8 

Healthco  Intl 

942 

3.4 

def 

American  Tel  &  Tel 

821 

8.6 

21.3 

Acme  Steel 

882 

6.7 

3.3 

Service  Corp  Intl 

943 

3.4 

def 

Inland  Steel  Inds 

822 

8.6 

1.5 

Varity 

883 

6.7 

21.6 

GM  Hughes  Electronics  944 

3.4a 

2.0 

American  Natl  Ins 

823 

8.6 

5.8 

Niagara  Mohawk  Power  884 

6.7 

8.0 

Weirton  Steel 

945 

3.3 

6.1 

Tonka 

824 

8.5 

def 

American  President 

885 

6.6 

def 

Engelhard 

946 

-3.2 

def 

Orion  Capital 

825 

8.5 

15.0 

Carpenter  Technology 

886 

6.5 

13.9 

Tektronix 

947 

3.2 

def 

Questar 

826 

8.4 

10.5 

Noland 

887 

6.5 

5.0 

Grossman's 

948 

3.1 

5.8 

SPS  Technologies 

827 

8.4 

0.6 

Avnet 

888 

6.4 

7.7 

Quaker  State 

949 

3.1 

5.7 

Unocal 

828 

8.4 

14.6 

PaineWebber  Group 

889 

6.4 

3.3 

BankAmerica 

950 

3.1 

14.7 

AH  Belo 

829 

8.4 

10.8 

Black  &  Decker 

890 

6.3 

11.3 

Homestead  Financial 

951 

3.0 

def 

Diversified  Energies 

830 

8.4 

3.6 

Lifetime 

891 

6.2 

14.3 

Long  Island  Lighting 

952 

3.0 

9.6 

hno  Industries 

831 

8.4 

7.9 

Dresser  Industries 

892 

6.1 

10.6 

Mitchell  Energy 

953 

2.9 

5.1 

CSX 

832 

8.3 

12.3 

Schlumberger 

893 

6.0 

17.9 

Clark  Equipment 

954 

2.9 

11.3 

First  Security 

833 

8.2 

10.8 

Harcourt  Brace 

894 

6.0 

NE 

Entergy 

955 

2.9 

10.2 

Commercial  Intertech 

834 

8.2 

6.5 

Bally  Manufacturing 

895 

6.0 

def 

Texas  Industries 

956 

2.9 

6.1 

McDonnell  Douglas 

835 

8.2 

11.1    . 

Bell  Industries 

896 

6.0 

8.0 

CBI  Industries 

957 

2.8 

10.0 

Chevron 

836 

8.1 

4.1 

Harris  Corp 

897 

6.0 

12.0 

Preston 

958 

2.8 

def 

Bindley  Western  Inds 

837 

8.1 

9.1 

Commercial  Federal 

898 

6.0a 

def 

Timken 

959 

2.5 

4.0 

First  Fidelity  Bncp 

838 

8.0 

def 

USAir  Group 

899 

,      5.9 

def 

American  Maize 

960 

2.5 

1.8 

Jamesway 

839 

8.0 

def 

Fluor 

900 

5.9 

18.5 

Public  Service  NM 

961 

2.4 

0.7 

Grumman 

840 

8.0 

9.7 

Cabot 

901 

5.9 

12.8 

Arkla 

962 

2.4 

15.9 

Pacific  G&E 

841 

7.9 

10.5 

Coca-Cola  Enterprises 

902 

5.9b 

5.2 

Allen  Group 

963 

2.3 

11.0 

CRSS 

842 

7.9 

14.6 

Harnischfeger  Inds 

903 

5.8 

13.0 

Coast  Savings  FinI 

964 

2.2a 

def 

Harsco 

843 

7.9 

12.4 

Perini 

904 

5.7 

3.4 

Illinois  Power 

965 

2.1 

2.1 

Bassett  Furniture  Inds 

844 

7.9 

3.8 

Kroger 

905 

5.7 

NE 

JP  Morgan  &  Co 

966 

1.9 

17.6 

Centerior  Energy 

845 

7.8 

7.8 

Foster  Wheeler 

906 

5.7 

7.9 

United  HealthCare 

967 

1.8 

40.0 

Alexander's 

846 

7.8 

def 

Fieldcrest  Cannon 

907 

5.6 

def 

Volt  Info  Sciences 

968 

1.6 

1.7 

Nipsco  Industries 

847 

7.7 

7.3 

Imcera  Group 

908 

5.4 

8.3 

Navistar  Intl 

969 

1.6 

def 

NA:  Not  available.     NE:  Negative 

«|uir\- 

def:  Deficit. 

a:  Four-year  avei'age.     b:  Th 

-ee-\ear  a\'erage. 

230 


FORBES,  lANUARY  7,  1991 


— Return  on 

equity — 

— Return  on 

equity — 

— Return  on 

equity — 

5 

-year 

latest 

5-yeat 

latest 

5-year 

latest 

average 

12  mos 

average 

12  mos 

average 

12  mos 

Company 

rank 

% 

% 

Company 

tank 

% 

% 

Company 

rank       % 

% 

AM  International 

970 

1.4 

def 

Panhandle  Eastern 

1031 

def 

4.8 

Pathe  Communications 

1092         defb 

103.2 

Transco  Energy 

971 

1.3 

6.5 

Arrow  Electronics 

1032 

def 

4.4 

Continental  Airlines 

1093         def 

NE 

Halliburton 

972 

1.3 

8.8 

Morrison  Knudsen 

1033 

def 

13.2 

LVI  Group 

1094         def 

def 

Owens-Coming 

973 

1.2 

NE 

Egghead 

1034 

def 

5.7 

LTV 

1095         def 

NE 

Northrop 

974 

1.1 

15.3 

National-Standard 

1035 

def 

def 

Storage  Technology 

1096         def 

15.5 

Valero  Energy 

974 

1.1 

12.0 

Finevest  Foods 

1036 

defb 

def 

Turner  Broadcasting 

1097         def 

NE 

Kansas  City  Southern 

976 

1.1 

13.9 

Perry  Drug  Stores 

1037 

def 

11.3 

Savin 

1098         def 

def 

M/A-Com 

977 

1.1 

def 

Baker  Hughes 

1038 

def 

13.1 

Maxus  Energy 

1099         defb 

NE 

TCP  Financial 

978 

1.1b 

def 

Guy  F  Atkinson 

1039 

def 

def 

Western  Union 

1100         def 

NE 

DeSoto 

979 

1.0 

6.6 

Zenith  Electronics 

1040 

def 

def 

Pan  Am 

1101         def 

NE 

LSI  Logic 

980 

1.0 

3.3 

Instrimient  Systems 

1041 

def 

19.3 

Communications  Trans 

1102        defb 

NE 

Unisys 

981 

1.0 

def 

Balfour  Maclaine 

1042 

defb 

def 

Ait  &  Water  Tech 

NA 

def 

Coachmen  Industries 

982 

0.9 

def 

Mellon  Bank 

1043 

def 

14.9 

Alleghany 

NA 

11.0 

Turner  Corp 

983 

0.9 

13.1 

Wang  Laboratories 

1044 

def 

def 

Allergan 

NA 

9.6 

Chase  Manhattan 

984 

0.7 

def 

Avon  Products 

1045 

def 

21.2 

American  Cap  &  Res 

NA 

17.4 

Multimedia 

985 

0.6 

NE 

Petroleum  Heat  &  Pwr 

1046 

def 

NE 

American  Medical 

NA 

def 

Louisiana  Land 

986 

0.5 

8.7 

Lone  Star  Industries 

1047 

def 

def 

Anchor  Savings  Bank 

NA 

def 

Wyman-Gordon 

987 

0.5 

def 

Beverly  Enterprises 

1048 

def 

2.9 

Baroid 

NA 

NA 

Great  American  Mgmt 

988 

0.5 

21.0 

Ames  Dept  Stores 

1049 

def 

def 

Burlington  Resources 

NA 

7.1 

Washington  National 

989 

0.4 

0.8 

Data  General 

1050 

def 

def 

Carter  Hawley  Hale 

NA 

NE 

Wholesale  Club 

990 

0.3 

18.9 

US  Home 

1051 

def 

def 

Consolidated  Rail 

NA 

3.7 

Douglas  &  Lomason 

991 

0.2 

7.2 

Wheeling-Pittsburgh 

1052 

def 

NE 

Cyclops  Industries 

NA 

def 

Murphy  Oil 

992 

0.2 

13.6 

ERLY  Industries 

1053 

def 

21.3 

Eagle  Food  Centers 

NA 

14.5 

Broad 

993 

0.2a 

9.0 

HH  Robertson 

1054 

def 

def 

Eljer  Industries 

NA 

6.1 

Teradyne 

994 

0.1 

def 

Dravo 

1055 

def 

13.0 

ESCO  Electronics 

NA 

0.7 

Nortek 

995 

0.1 

def 

Santa  Fe  Pacific 

1056 

def 

def 

First  Brands 

NA 

29.9 

Bankers  Trust  NY 

996 

def 

28.8 

McDermott  Intl 

1057 

def 

def 

First  City  Bncp  Texas 

NA 

2.4 

United  Illuminating 

997 

def 

12.1 

Bank  of  New  England 

1058 

def 

def 

Foundation  Health 

NA 

NE 

Westmoreland  Coal 

998 

def 

9.7 

CrossLand  Savings  FSB 

1059 

defa 

def 

Gaylord  Container 

NA 

def 

Harken  Energy 

999 

def 

def 

Pennzoil 

1060 

def 

def 

Genlyte  Group 

NA 

20.3 

Cincinnati  Milacron 

1000 

def 

2.9 

Sprague  Technologies 

1061 

def 

def 

Goldome 

NA 

34.6 

Grow  Group 

1001 

def 

def 

Cross  &  Trecker 

1062 

def 

def 

Henley  Group 

NA 

def 

Itel 

1002 

def 

2.7 

Horn  &  Hardart 

1063 

def 

def 

Hillhaven 

NA 

0.0 

Chemical  Banking 

1003 

def 

9.5 

Public  Service  NH 

1064 

def 

def 

IBP 

NA 

10.0 

Inspiration  Resource 

1004 

def 

0.8 

AMC  Entertainment 

1065 

def 

def 

Illinois  Central 

NA 

NA 

Hadson 

1005 

def^ 

def 

UA  Entertainment 

1066 

def 

def 

IMC  Fertilizer  Group 

NA 

10.8 

Dime  Savings  Bank  FSB 

1006 

defb 

def 

America  West  Airlines 

1067 

def 

def 

Lyondell  Petrochem 

NA 

500.0  f 

Kerr  Glass  Mfg 

1007 

def 

def 

American  Capital 

1068 

def 

def 

Manville 

NA 

17.6 

Pittston 

1008 

def 

3.1 

First  Executive 

1069 

def 

def 

Neiman  Marcus  Group 

NA 

1.5 

National  Intergroup 

1009 

def 

def 

Premier  Bancorp 

1070 

def 

4.4 

NL  Industries 

NA 

78.0 

Manufacturers  Hanover 

1010 

def 

9.9 

MLX 

1071 

def 

def 

Oryx  Energy 

NA 

6.0 

El  Paso  Electric 

1011 

def 

def 

Anacomp 

1072 

def 

NE 

Penn  Traffic 

NA 

def 

Tele-Communications 

1012 

def 

def 

Tesoro  Petroleum 

1073 

def 

10.1 

People's  Bank 

NA 

def 

Advanced  Micro 

1013 

def 

def 

MDC  Holdings 

1074 

def 

def 

Promus  Cos 

NA 

0.0 

Intermark 

1014 

def 

def 

Landmark  Land 

1075 

def 

def 

Rexene 

NA 

NE 

Avondale  Industries 

1015 

defa 

def 

Smith  International 

1076 

def 

2.5 

Richfood  Holding 

NA 

13.7 

Natl  Semiconductor 

1016 

def 

def 

Meritor  Savings  Bank 

1077 

def 

def 

Riser  Foods 

NA 

23.5 

Atari 

1017 

def 

6.0 

Datapoint 

1078 

def 

def 

Charles  Schwab 

NA 

11.8 

Natl  Convenience 

1018 

def 

def     . 

Northeast  Federal 

1079 

def 

def 

Smith  Corona 

NA 

NA 

First  Bank  System 

1019 

def 

def 

Control  Data 

1080 

def 

def 

Sterling  Chemicals 

NA 

54.3 

Enstar  Group 

1020 

def 

2.6 

Comcast 

1081 

def 

def 

T|X  Cos 

NA 

31.8 

Valley  National 

1021 

def 

def 

Cablevision  Systems 

1082 

def 

NE 

Tredegar  Industries 

NA 

0.0 

Allied  Products 

1022 

def 

def 

ADVO-System 

1083 

def 

26.9 

TW  Holdings 

NA 

0.0 

First  Interstate  Bncp 

1023 

def 

def 

Lone  Star  Tech 

1084 

def 

def 

Unitrin 

NA 

6.1 

Pinnacle  West 

1024 

def 

def 

United  Merchants 

1085 

def 

def 

Viacom 

NA 

def 

Continental  Bank 

1025 

def 

def 

AmeriFirst  Bank 

1086 

defb 

def 

Vons  Cos 

NA 

18.3 

Midway  Airlines 

1026 

def 

def 

Columbia  S&L  Assn 

1087 

def 

def 

Waban 

NA 

8.2 

Enserch 

1027 

def 

9.9 

ICH 

1088 

defb 

def 

Wheelabrator  Tech 

NA 

8.0 

Great  American  Bank 

1028 

def 

def 

McCaw  Cellular 

1089 

def 

41.3 

Whitman 

NA 

def 

Cummins  Engine 

1029 

def 

def 

TIE/communications 

1090 

def 

def 

Ampco-Pittsburgh 

1030 

def 

6.0 

Eagle-Picher  Inds 

1091 

def 

NE 

NA:  Not  available.     NE:  Negative  eq 

uit\'. 

Jef;  Deficit. 

a:  Four-year  average,     b:  Three -year  average. 
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msm 

THE  INDUSTRY 
GROUPS 

In  the  latest  12  months  only  three 

industries — energy,  construction 

and  capital  goods — heat  their  five- 

year  average  return  on  equity. 

By  Robert  C.  Balancia 

industry  median  rate  of  6.9%. 
Construction  shows  the  lowest  five-year  average  return 

^H^  HE  FOOD,  DRINK  AND  TOBACCO  industry  was  the 

on  equity,  8.8%.  Residential  housing  construction  began 

1     most  profitable  during  the  last  five  years,  with  an 

to  slump  in  July  1988.  Meanwhile,  high  commercial  va- 

^■average return  on  equity  of  18.7%.  Although  latest 

cancy  rates  are  hurting  companies  that  put  up  office  build- 

12-month returns  slipped  somewhat  to  16.8%,  the  catego- 

ings and  shopping  malls.  Latest  12-month  results  for  the 

ry  still  beat  the  other  19  industry  groups  over  this  period. 

construction  group,  10%,  are  below  our 

all-industry  medi- 

Health,  last  year's  industry  leader  in  long-term  profitabili- 

an five-year  return  on  equity  of  12.1%. 

ty,  saw  its  five-year  return  on  equity  remain  basically  flat. 

Sales  growth  hasn't  always  translated 

into  profit  growth. 

Five-year  return  on  equity  for  forest  products  and  pack- 

The travel  group  has  the  best  five-year 

sales  growth  rate, 

aging   companies,   ranked   fourth,    rose  from    15.2%    to 

13.9%,  compared  with  1 1.3%  for  the  20  industries  in  this 

16.6%.  The  median  five-year  earnings-per-share  growth 

survey.  But  travel,  chiefly  because  of  the  airlines'  prob- 

rate for  forest  products  was  more  than  three  times  the  all- 

lems,  had  a  low  return  on  equity  last  year,  6.9%.  ■ 

Net 

Profit 

Profitability 

Growth 

Sales 

income 

mai^in 

Return  on  equity 

Sales 

Earnings  per  share 

, 

Return 
on 

latest 

capital 

latest 

latest 

latest 

latest 

latest 

5-year         12 

latest      Debt/ 

5-year         12 

5-year         12 

12 

12 

12 

average      mos 

12  mos    capital 

average      mos 

average      mos 

mos 

mos 

mos 

Industry  (number  of  companies) 

rank         %            % 

%            % 

rank          %             % 

rank            %             % 

$mil 

$mil 

% 

Food,  drink  &  tobacco  (64) 

1          18.7          16.8 

11.8         31.6 

10            11.4          7.1 

2          14.4            8.6 

2,490 

64 

2.9 

Food  processors  (38) 

20.0          18.4 

12.8         26.5 

10.5          7.3 

14.4            7.3 

2,115 

64 

4.0 

Food  distributors  (12) 

15.7          16.0 

9.5         39.6 

15.9          4.8 

9.0            8.6 

3,007 

19 

0.8 

Beverages  (7) 

22.8          15.4 

11.9         26.5 

11.0        10.8 

17.7            9.0 

4,672 

708 

8.0 

Tobacco  (7) 

17.6          15.9 

10.1         32.4 

14.3        11.3 

8.5          26.1 

986 

37 

1.6 

Health  (45) 

2          17.7          15.9 

13.6         21.7 

3            13.3        13.2 

4          13.4          15.7 

1,886 

46 

4.6 

Drugs  (18) 

20.6          17.5 

16.9          13.9 

11.9        13.1 

13.8          10.2 

3,871 

380 

10.1 

Health  care  services  (14) 

14.5          20.4 

15.1         44.2 

13.8        16.2 

NM          54.2 

1,020 

23 

2.6 

Medical  supplies  (13) 

15.5          12.9 

11.3         21.7 

16.3        12.9 

18.6            6.7 

1,180 

42 

5.4 

Business  services  &  supplies  (44) 

3          17.3          13.6 

10.1          32.7 

2            13.6          6.9 

8          11.4       -13.0 

676 

28 

3.8 

Business  services  (10) 

16.8          15.5 

11.4         32.5 

17.9          8.3 

NM        -15.3 

596 

13 

1.7 

Business  supplies  (22) 

16.3          11.8 

9.8         25.6 

11.7         4.4 

9.3       -18.7 

796 

35 

4.5 

Industrial  services  (12) 

20.6          14.9 

10.3         44.8 

20.0        12.7 

23.6         -8.7 

1,137 

33 

2.8 

Forest  products  &  packaging  (32) 

4          16.6          11.2 

8.2         34.5 

11            11.2          2.7 

1          23.3       -24.8 

1,379 

103 

4.2 

Paper  &  lumber  (21) 

16.8          11.4 

8.2         35.2 

13.3          2.7 

28.4       -24.8 

1,921 

148 

5.9 

Packaging  (11) 

15.9          11.2 

8.2         34.1 

8.0         3.4 

18.8       -27.5 

1,094 

50 

3.5 

Chemicals  (50) 

5          16.5          15.3 

11.8         31.4 

16            10.4          4.9 

3          13.9         -0.4 

1,266 

68 

6.1 

Diversified  (15) 

14.6          14.6 

10.7         25.0 

5.9          2,8 

17.6          -3.4 

2,770 

149 

4.5 

Specialized  (35) 

16.8          18.3 

12.8         31.5 

11.3          5,7 

12,6            9,9 

1,003 

66 

7.6 

Consumer  nondurables  (49) 

6          16.4          15.8 

11.9         37.2 

9            11.9          9.1 

6          12.3          -3.3 

879 

50 

4.2 

Personal  products  (18) 

19.1          19.3 

14.4         22.9 

10.4        10.7 

17.4           3.1 

1,310 

51 

6.0 

Apparel  &  shoes  (15) 

22.5          17.9 

13.0         37.2 

12.2        11.5 

16.1            2.0 

830 

50 

5.1 

Textiles  (9) 

13.4           3.5 

4.9         54.3 

21.4       -5.3 

8.3       -84:3 

531 

4 

0.8 

Photography  &.  toys  (7) 

13.4            9.4 

7.8         29.1 

11.0          1.5 

NM          36.2 

1,444 

85 

3.2 

DP:  Dt-ticit  lo  profii,     I'D:  Pri)fii  to  deficii.     del:  Deficit.     NM:  Not  meaningful,     for  t 

urther  expl.ination,  see  p.igc  9S, 
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^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^^H 

Net 

Profit 

ProfitabUity 

Growth 

Sales 

income 

margin 

Return  on  equity      | 

Sales 

Earnings  per  share 

Return 
on 

latest 

capital 

latest 

latest 

latest 

latest 

latest 

5-year 

12 

latest 

Debt/ 

5-year 

12 

5-year 

12 

12 

12 

12 

average 

mos 

12  mos 

capital 

average 

mos 

average 

mos 

mos 

mos 

mos 

Industry  (number  of  companies) 

rank         % 

% 

% 

% 

rank          % 

% 

rank           % 

% 

Smil 

Smil 

% 

Entertainment  &  information  (49) 

7          16.4 

12.0 

10.1 

29.6 

8            12.1 

5.3 

11            6.8 

-0.9 

1,297 

32 

4.9 

Broadcasting  &.  cable  (8) 

def 

def 

5.2 

85.1 

37.9 

12,0 

NM 

P-D 

1,442 

-21 

-1,4 

Movies  (12) 

14.3 

11.3 

7.1 

44.2 

18.0 

7,7 

13,2 

-36,0 

1,088 

13 

2.1 

Publishing  (26) 

20.4 

12.5 

11,3 

27.0 

9.7 

3,8 

7,7 

-0,6 

1,318 

47 

5,8 

Advertising  (3) 

14.5 

22.3 

15.2 

2.8 

11.1 

9.7 

NM 

14,1 

655 

16 

3.3 

Retailing  (119) 

8          15.2 

12.6 

10.4 

34.2 

4            12.9 

10.1 

9             9.7 

7.3 

1,078 

24 

1.8 

Department  stores  (10) 

15.2 

10.3 

8.6 

41.3 

6.5 

4,5 

11,7 

4,1 

2,607 

81 

3,3 

Apparel  (14) 

20.2 

13.8 

11.2 

23.9 

14.6 

10,7 

13,1 

6,9 

1,569 

49 

3,4 

Drug  &.  discount  (23) 

13.3 

10.8 

8.0 

37.7 

14.8 

12.4 

NM 

-14.6 

937 

9 

1,0 

Specialty  (37) 

15.0 

12.7 

11.1 

28.1 

19.4 

19.4 

8,7 

10,0 

911 

25 

1,8 

Supermarkets  &  convenience  (28) 

16.0 

13.9 

9.7 

45.6 

11.0 

6.4 

16,4 

11,7 

1,345 

13 

1.2 

Restaurant  chains  |7) 

14.9 

11.8 

10.5 

26.5 

12.4 

8.6 

10.1 

0,0 

912 

28 

3.6 

Insurance  (65) 

9          14.8 

12.1 

9.5 

18.8 

6            12.5 

4.8 

7          11.9 

0.4 

1,371 

91 

5.7 

Diversified  (25) 

15.3 

11.3 

9.2 

16.7 

13.0 

7.5 

10.4 

-1,0 

2,914 

235 

6.0 

Life  &  health  (18) 

11.1 

10.7 

8.4 

25.8 

9.7 

3,0 

5.2 

3,1 

1,097 

51 

5,2 

Property  &.  casualty  (22) 

18.0 

13.9 

10.5 

18.3 

14.1 

2.8 

15,9 

4,5 

1,366 

80 

5,8 

Computers  &  communications  (96) 

10          14.7 

12.8 

9.6 

23.7 

5            12.6 

7.3 

14          -1.6 

7.0 

1,217 

60 

5.5 

Hardware  (66) 

13.8 

10.9 

10.1 

18.1 

12.6 

7.2 

NM 

6,3 

1,048 

26 

3,6 

Software  (9) 

30.4 

20.8 

18.8 

14.9 

45.0 

18,1 

35,8 

18.8 

1,276 

84 

12,5 

Telecommunications  (21) 

14.4 

13.8 

8.4 

35.2 

5.9 

6,6 

4,3 

2,1 

7,387 

339 

8,4 

Consumer  durables  (58) 

11          14.4 

9.2 

8.1 

34.2 

15            10.4 

4.0 

16          -4.5 

-25.2 

970 

24 

2.3 

Automobiles  &».  trucks  (7) 

18.6 

1.4 

5.5 

42.7 

10.5 

-2,7 

NM 

PD 

3,894 

50 

0,4 

Automotive  parts  (26) 

14.9 

8.8 

8.4 

32.5 

8.7 

4,1 

3,7 

-12.1 

936 

25 

3.0 

Appliances  (7) 

12.7 

12.3 

8.5 

40.4 

13.9 

13.1 

-8.6 

-24.7 

926 

27 

2.2 

Home  furnishings  (12) 

15.6 

10.6 

8.6 

32.4 

15.0 

2,9 

5,8 

-23,2 

840 

22 

3.0 

Recreation  equipment  (6) 

7.9 

5.0 

3.6 

19.6 

8.2 

-2,2 

NM 

PD 

686 

8 

1.3 

Aerospace  &  defense  (34) 

12          14.1 

13.0 

8.9 

34.5 

18              7.7 

3.5 

10            6.9 

-2.8 

2,825 

84 

3.0 

Financial  services  (119) 

13          13.0 

10.4 

7.7 

30.9 

7            12.1 

6.5 

13            4.7 

-10.0 

1,454 

60 

4.6 

Multinational  banks  (10) 

1.3 

9.7 

7.1 

44.1 

7.9 

1,6 

NM 

DP 

7,858 

292 

3.7 

Regional  banks  (63) 

14.8 

12.5 

10.8 

21.9 

13.2 

7.3 

8,2 

-5,7 

1,4.54 

88 

7,1 

Thrift  institutions  (26) 

3.0 

def 

def 

46.3 

10,4 

-5.7 

NM 

PD 

927 

-36 

-4,7 

Brokerage  &.  commodity  (9) 

12.1 

10.9 

9.4 

39. 1 

13.6 

9,3 

NM 

-7.7 

2,367 

46 

3,5 

Lease  &  finance  (11) 

20.1 

15.8 

7.5 

64.5 

16.7 

11,1 

13,3 

3,1 

3,533 

130 

6.1 

Electric  utilities  (80) 

14          12.9 

11.7 

7.0 

40.2 

19               2.5 

4.7 

15         -4.5 

3.5 

1,428 

129 

10.5 

Northeast  (24) 

12.3 

11.9 

6.9 

43.1 

2.1 

6,8 

'     -6,2 

-1.9 

1,443 

174 

9,1 

North  central  |26) 

13.3 

11.9 

7.5 

39.9 

1.9 

2,7 

1,3 

8.3 

1,077 

105 

11.0 

Southeast  (10) 

13.8 

13.0 

7.5 

36.6 

6.2 

3,0 

4,0 

-6,3 

2,279 

172 

12.5 

South  central  (8) 

13.2 

12.2 

7.0 

40.7 

0.4 

5,8 

NM 

18.6 

2,176 

246 

11.1 

Western  (12) 

10.7 

10.0 

7.1 

42.0 

5,8 

3,4 

NM 

-6,3 

1,261 

98 

9.3 

Capital  goods  (56) 

15          12.6 

12.9 

9.7 

26.9 

13            10.8 

6.6 

12            4.8 

4.8 

1,225 

34 

4.0 

Electrical  equipment  (15) 

17.2 

19.5 

12.7 

25.3 

10,1 

7,0 

10,2 

5.2 

1,165 

85 

6.5 

Heavy  equipment  (41) 

11.9 

12.0 

9.5 

27.3 

11,9 

5,6 

-8,6 

2.5 

1,285 

32 

3.7 

Materials  (61) 

16          11.9 

9.6 

9.0 

29.8 

12            10.9 

-2.1 

17           NM 

-31.6 

1,044 

43 

3.1 

Steel  (22) 

8.6 

7.2 

7.5 

27.7 

9,0 

-7,3 

NM 

-34,3 

888 

23 

2.8 

Nonferrous  metals  (l4) 

15.9 

11.2 

11.5 

28.9 

13.0 

-2,7 

NM 

-36,2 

2,513 

208 

6,9 

Cement  &.  gypsum  (7) 

15.5 

7.8 

9.3 

35.3 

12.7 

-7,3 

-23,7 

-38,2 

567 

20 

4,0 

Other  materials  (18) 

9.9 

7.8 

7.6 

40.9 

9,1 

4,4 

-4,3 

-20,8 

559 

10 

2,2 

Travel  (17) 

17          11.3 

6.9 

5.5 

51.3 

1            13.9 

9.8 

17           NM 

-52.0 

1,248 

47 

2.0 

Airlines  (10) 

8.2 

def 

2.5 

42.2 

18,1 

11,0 

NM 

-79,8 

5,157 

6 

0,0 

Hotels  &  gaming  (7) 

20.9 

18.5 

12.1 

53.3 

8.8 

6.3 

30.8 

-4,1 

992 

79 

11,7 

Transport  (21) 

18          10.3 

9.9 

6.3 

32.4 

17              7.9 

6.6 

17          NM 

-31.6 

2,227 

34 

2.7 

Railroads  (8) 

9.4 

12.3 

7.2 

35.1 

-2.0 

2,0 

NM 

4,1 

3,978 

178 

7,1 

Trucking  &  shipping  (9) 

9.6 

def 

0.6 

27.2 

12.3 

8,2 

-12,0 

PD 

740 

-2 

-0,3 

Air  freight  (4) 

10.3 

13.4 

8.8 

32.1 

15.9 

16,6 

NM 

18,5 

1,446 

24 

1.9 

Energy  (79) 

19            9.3 

10.0 

7.2 

37.6 

20            -6.6 

9.2 

17           NM 

-2.5 

1,659 

63 

4.0 

Major  oils  (5) 

12.1 

12.4 

8.5 

22.7 

-7.6 

17,9 

-3,8 

-7,7 

34,832 

1,694 

3,9 

Other  oil  &  gas  (31) 

8.6 

8.9 

7.0 

44.2 

-9,5 

12.4 

NM 

-21,1 

1,902 

69 

2,7 

Oilfield  services  j6) 

1.3 

10.6 

10.3 

22.3 

-15,5 

13.8 

NM 

65,2 

3,405 

156 

3,7 

Gas  producers  &.  pipeliners  (8) 

3.8 

6.8 

5.9 

47.0 

-7,6 

11.9 

NM 

74,8 

2,505 

78 

2,5 

Gas  distributors  (15) 

13.7 

11.5 

7.5 

37.1 

-5,1 

1,5 

NM 

-13,4 

849 

46 

5,8 

Integrated  gas  (10) 

7.9 

10.0 

7.0 

35.9 

-5,8 

7.0 

-15,4 

-0,7 

1,620 

52 

5.1 

Coal  &.  other  (4) 

5.5 

10.0 

8.6 

19.9 

9,9 

5,5 

NM 

DP 

1,573 

33 

3,1 

Construction  (21) 

20            8.8 

10.0 

7.0 

48.3 

14             10.7 

-2.0 

5          12.7 

-16.8 

882 

14 

1.9 

Commercial  builders  (14) 

5.9 

11.6 

7.7 

33.1 

10,0 

5.0 

-18,4 

14.2 

948 

13 

1.8 

Residential  builders  (7) 

¥1.1 

7.4 

6.1 

61.6 

21,7 

-8,1 

18.3 

-38,7 

621 

19 

2,6 

All-industry  medians 

14.6 

12.1 

9.2 

32.6 

11.3 

6.6 

6.9 

-2.6 

1,282 

49 

4.0 

D-P:  Deficit  to  profit      P-D:  Profit  to  d 

tfficit      def  Deficit 

N.M:  N 

ot  meant 

ngful      Por 

\irthcr  explanation,  see  p; 

ge9S 
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THIS  ISSUE 

The  following  alphabetic  summary  lists  the  1,177  corporations 
tracked  in  our  industry  sun^ey.  The  table  shows  how  each 
company  was  ranked  on  five-year  earnings  growth,  stock 
market  performance  and  profitability.  The  last  column  gives  the 
page  number  of  the  firm's  industry^  report. 

RANK 

RANK 

Company                              Growth 

Stock 
market       Profitability         Page 

Stock 
Company                                Growth           market       Profitabili 

ty         Page 

AAR  Corp                                   143 
Abbott  Laboratories                  258 
Acme  Steel                                 NM 
Adia  Services                              165 
Advanced  Micro                        NM 

644                  486                    % 

93                    57                   172 

375                  882                   180 

323                  307                   100 

1038                1013                   118 

American  Express                      432                 713                  202 
American  Family                       412                352                  270 
American  General                     594                 711                  703 
American  Greetings                  627                 619                  745 
American  Home  Prods                62                 292                    12 

156 
176 
176 
154 
172 

ADVO-System                          NM 
Aetna  Life  &  Cas                       109 
Affiliated  Pubs                         381 
HF  Ahmanson                            333 
Air  &  Water  Tech 

296                1083                   154 

801                  663                   176 

60                   154 

696                  579                   156 

100 

American  IntI  Group                113                 264                 229 
American  Maize                        NM                434                  960 
American  Medical                        *"                    **                    ** 
American  Natl  Ins                    688                 759                 823 
American  Petrofina                  NM                 230                  772 

176 
164 
172 
176 
148 

Air  Express  IntI                          167 
Air  Prods  &  Chems                   378 
Airborne  Freight                        NM 
Alaska  Air  Group                      NM 
Albany  International                   75 

175                    87                   188 
283                  510                  112 
220                  765                   188 
589                  670                  190 
761                  115                   170 

American  President                  NM                 805                  885 
American  Stores                        648                800                 692 
American  Tel  &  Tel                  260                400                 821 
American  Water  Works            599                654                 749 
AmeriFirst  Bank                           **              1068                1086 

188 
184 
118 
142 
156 

Alberto-Culver                             30 
Albertson's                                 231 
Alcan  Aluminium                       25 
Alco  Standard                             185 
Alexander  &  Alexander           433 

38                  340                   138 

20                  174                   184 

384                 430                   180 

238                  237                  100 

809                  458                   176 

Ameritech                                  526                 203                  441 
Ameritrust                                 464                 827                  723 
Ameron                                       461                 328                  770 
Ames  Dept  Stores                     NM               1073                1049 
Ametek                                       558                 824                  235 

118 
156 
.180 
184 
108 

Alexander  &  Baldwin               147 
Alexander's                                 182 
Alleghany                                      ** 
Allegheny  Ludlum                        *' 
Allegheny  Power                       601 

358                    98                   188 
836                  846                   184 

439                     •*■                  176 
396                      5                   180 

537                  557                   142 

Amgen                                            **                    **                     ** 
Amoco                                        NM                 262                  632 
AMP                                            304                 502                  248 
Ampco-Pittsburgh                    NM                 944                1030 
AMR                                           482                501                  593 

172 
148 
118 
108 
190 

Allen  Group                              NM 
Allergan                                       ** 
Allied  Products                         NM 
Allied-Signal                              NM 
Alltel                                           396 

863                  963                   130 

172 

1032                1022                   108 

870                  610            96,  130 

104                  365                   118 

AmSouth  Bancorp                     593                 765                  537 
Anacomp                                   NM                813                1072 
Analog  Devices                         NM                987                  778 
Anchor  Savings  Bank                   *"              1010                     "* 
Anheuser-Busch  Cos                 284                 193                  158 

156 
100 
118 
156 
164 

Alcoa                                             23 

ALZA 

AM  International                     NM 

AMAX                                        NM 

AMC  Entertainment               NM 

389                  489                   180 
172 
989                  970                   100 
401                  220                   180 
974                1065                   154 

Aon                                             577                478                  335 
Apogee  Enterprises                    256                243                  354 
Apple  Computer                          43                   40                    46 
Applied  BioScience                      **                   "                    ** 
Applied  Biosystems                      **                   **                    ** 

176 
126 
118 
172 
172 

Amdahl                                         64 
Amerada  Hess                           NM 
America  West  Airlines             NM 
American  Bankers                     622 
American  Brands                       345 

210                  283                   118 
217                  802                   148 
842                1067                  190 
861                  878                  176 
114                  204                  164 

Applied  Materials                     NM                 179                 446 
Applied  Power                             58                 174                  394 
Archer  Daniels                           152                   89                  542 
Arden  Group                              111                 156                    66 
Argonaut  Group                        321                   71                    82 

118 
108 
164 
184 
176 

American  Building                   NM 
American  Capital                     NM 
American  Cap  &  Res                 19 
American  Cyanamid                 340 
American  Electric                     549 

513                  762                   100 

1076                1068                   156 

100 

236                  543                   112 

489                  551                   142 

Arkla                                          NM                 487                  962 
Armco                                        NM                 933                  870 
Armstrong  World  Inds              302                 581                  323 
Arrow  Electronics                     NM               1008                1032 
Arvin  Industries              "          684                778                  862 

148 
180 
180 
118 
130 

Growth:  S-yeai'  annual  earnings  pcr-sl 

late  growih.     Stock  market:  Syear  pike  change      Profitability:  S  year  return  on  equin ,      NM:  Not  meaningful. 
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RANK 

RANK 

Stock 

Stock 

Company 

Growth 

market 

Profitability 

Page 

Company 

Growth 

market 

Profitability 

Page 

Asarco 

NM 

407 

439 

180 

Blockbuster 

NM 

1 

92 

1K4 

Ashland  Oil 

NM 

308 

558 

148 

Blount 

160 

885 

320 

126 

AST  Research 

NM 

718 

338 

118 

Boatmen's  Bancshares 

NM 

719 

755 

156 

Atari 

NM 

994 

1017 

118 

Bob  Evans  Farms 

375 

610 

347 

184 

Guy  F  Atkinson 

NM 

904 

1039 

126 

Boeing 

609 

160 

662 

96 

Atlanta  Gas  Light 

NM 

278 

714 

148 

Boise  Cascade 

86 

667 

530 

170 

Atlantic  Energy 

529 

488 

554 

142 

Borden 

NM 

241 

742 

164 

Atlantic  Richfield 

65 

158 

153 

148 

Boston  Edison 

NM 

714 

880 

142 

Automatic  Data 

245 

208 

268 

118 

Bowater 

385 

755 

384 

170 

Avery  Dennison 

220 

623 

602 

100 

Briggs  &  Stratton 

NM 

702 

921 

130 

Avnet 

NM 

780 

888 

118 

Bristol-Myers  Squibb 

NM 

189 

225 

172 

Avon  Products 

NM 

601 

1045 

138 

Broad 

NM 

*# 

993 

176 

Avondale  Industries 

NM 

«« 

1015 

188 

Brooklyn  Union  Gas 

NM 

403 

615 

148 

Aztat 

47 

951 

792 

190 

Brown-Forman 

257 

134 

171 

164 

Baker  Hughes 

NM 

168 

1038 

148 

Brown  Group 

667 

819 

814 

184 

Balfour  Maclaine 

NM 

1035 

1042 

156 

Browning-Ferris  Inds 

208 

353 

143 

100 

Ball  Corp 

638 

668 

691 

170 

Bruno's 

308 

255 

241 

184 

Bally  Manufacturing 

NM 

1024 

895 

190 

Brunswick 

NM 

739 

637 

138 

Baltimore  G&E 

583 

529 

493 

142 

Burlington  Coat 

495 

763 

509 

184 

Banc  One 

392 

416 

353 

156 

Burlington  Northern 

662 

•* 

231 

188 

Bancorp  Hawaii 

277 

166 

280 

1S6 

Burlington  Resources 

.. 

.. 

.. 

148 

Bandag 

253 

75 

30 

130 

Businessland 

NM 

1019 

508 

184 

Bank  of  Boston 

663 

965 

795 

156 

Butler  Manufacturing 

142 

906 

856 

126 

Bank  of  New  England 

NM 

1065 

1058 

156 

Cablevision  Systems 

NM 

784 

1082 

154 

Bank  of  New  York 

NM 

882 

783 

156 

Cabot 

703 

554 

901 

112 

BankAmerica 

NM 

315 

950 

156 

Caesars  World 

122 

693 

118 

190 

Bankers  Trust  NY 

NM 

608 

996 

156 

CalFed 

NM 

1046 

735 

156 

Banta 

492 

562 

371 

154 

Calgene 

•• 

•• 

•» 

172 

CR  Bard 

271 

313 

181 

172 

CalMat 

117 

327 

457 

180 

Barnes  Group 

NM 

662 

657 

130 

Cambridge  Biotech 

** 

•  « 

*" 

172 

Barnett  Banks 

427 

782 

370 

156 

Campbell  Soup 

516 

145 

758 

164 

Baroid 

•• 

.. 

" 

148 

C&S/Sovran 

398 

701 

322 

156 

Bassett  Furniture  Ind 

639 

752 

844 

130 

Capital  Cities/ABC 

192 

231 

440 

154 

Bausch  &  Lomb 

311 

181 

329 

172 

Capital  Holding 

246 

535 

240 

176 

Baxter  International 

104 

258 

704 

172 

Cardinal  Distribution 

248 

86 

406 

172 

BayBanks 

504 

900 

490 

156 

Carl  Karcher 

NM 

499 

750 

184 

Bear  Stearns  Cos 

368 

754 

263 

156 

Carlisle  Cos 

NM 

753 

708 

118 

Bearings 

274 

650 

779 

108 

Carnival  Cruise  Lines 

99 

469 

32 

190 

Beckman  Instruments 

•♦ 

.. 

555 

172 

Carolina  Freight 

658 

957 

869 

188 

Becton  Dickinson 

148 

109 

287 

172 

Carolina  Power  &  Lt 

NM 

329 

664 

142 

Bell  Atlantic 

588 

161 

568 

118 

Carpenter  Technology 

NM 

545 

886 

180 

Bell  Industries 

NM 

837 

896 

118 

Carter  Hawley  Hale 

NM 

978 

.. 

184 

BellSouth 

575 

279 

532 

118 

Carter-Wallace 

249 

155 

408 

138 

AH  Belo 

672 

551 

829 

154 

Casey's  General  Store 

252 

858 

390 

184 

Bemis 

200 

101 

410 

170 

AM  Castle  &  Co 

354 

555 

562 

180 

Beneficial  Corp 

NM 

685 

760 

156 

Castle  &  Cooke 

89 

92 

485 

164 

Bergen  Brunswig 

334 

339 

438 

172 

Caterpillar 

69 

588 

710 

108 

WR  Berkley 

85 

342 

172 

176 

CBI  Industries 

46 

178 

957 

126 

Berkshire  Hathaway 

326 

83 

536 

176 

CBS 

204 

363 

35 

154 

Best  Buy  Co 

NM 

854 

372 

184 

CDI 

180 

500 

117 

100 

Bethlehem  Steel 

NM 

732 

718 

180 

Centel 

207 

125 

133 

118 

Betz  Laboratories 

473 

144 

189 

112 

Centerior  Energy 

651 

740 

845 

142 

Beverly  Enterprises 

NM 

935 

1048 

172 

Centex 

481 

645 

668 

126 

BigB 

NM 

918 

782 

184 

Centocor 

.. 

». 

.. 

172 

Bindley  Western  Inds 

649 

517 

837 

172 

Central  &  So  West 

NM 

291 

571 

142 

Birmingham  Steel 

38 

347 

63 

180 

Central  Hudson  G&E 

666 

768 

796 

142 

Black  &  Decker 

NM 

911 

890 

130 

Central  Maine  Power 

NM 

447 

720 

142 

Blair 

393 

587 

85 

184 

Central  Newspapers 

519 

»« 

436 

154 

H&R  Block 

346 

123 

132 

156 

Central  Steel  &  Wire 

343 

272 

496 

180 

Block  Drug 

391 

200 

445 

138 

Cetus 

». 

»« 

•* 

172 

Growth:  S-\ear  annual  earnings-per-share 

growth 

Stock  market:  5-year  price  cha 

nge     Profitability:  5-year  return  on  equip.-. 

NM:  Not 

meaningful     "Ni 

t  ranked. 
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RANK 

RANK 

Stock 

Stock 

Company 

Growth 

market 

Profitability 

Page 

Company 

Growth 

market 

Profitability 

Page 

Champion  IntI 

110 

622 

635 

170 

Consolidated  Papers 

348 

506 

190 

170 

Charming  Shoppes 

441 

717 

168 

184 

Consolidated  Rail 

679 

437 

.. 

188 

Charter 

NM 

257 

64 

148 

Consolidated  Stores 

NM 

930 

346 

184 

Chase  Manhattan 

NM 

980 

984 

156 

Constat  Intl 

300 

748 

467 

170 

Chemed 

NM 

844 

215 

112 

Contel 

NM 

78 

487 

118 

Chemical  Banking 

NM 

999 

1003 

156 

Continental  Airlines 

NM 

1023 

1093 

190 

Chesapeake 

170 

612 

455 

170 

Continental  Bank 

NM 

1005 

1025 

156 

Chevron 

691 

221 

836 

148 

Continental  Corp 

NM 

896 

876 

176 

Child  World 

NM 

692 

914 

184 

Control  Data 

NM 

899 

1080 

118 

Chiquita  Brands  Intl 

146 

53 

483 

164 

Cooper  Industries 

273 

202 

626 

108 

Chiron 

»• 

•• 

•* 

172 

Cooper  Tire  &  Rubber 

221 

34 

310 

130 

Chrysler 

678 

875 

294 

130 

Adolph  Coors 

680 

656 

936 

164 

Chubb 

98 

225 

317 

176 

CoreStates  Financial 

568 

655 

300 

156 

Cigna 

637 

856 

791 

176 

Corning 

175 

419 

456 

172 

CILcorp 

572 

446 

599 

142 

Costco  Wholesale 

6 

26 

761 

184 

Cincinnati  Bell 

303 

39 

373 

118 

CPC  International 

202 

47 

107 

164 

Cincinnati  Financial 

342 

390 

405 

176 

Crane 

214 

«• 

314 

108 

Cincinnati  G&E 

469 

399 

350 

142 

Cray  Research 

289 

942 

134 

118 

Cincinnati  Milacron 

NM 

884 

1000 

108 

Crestar  Financial 

562 

796 

504 

156 

Cipsco 

NM 

556 

680 

142 

Cross  &  Trecker 

NM 

1047 

1062 

108 

Circle  K 

656 

1063 

597 

184 

CrossLand  Savings  FSB 

NM 

1075 

1059 

156 

Circuit  City  Stores 

123 

192 

78 

184 

Crown  Centra!  Pet 

NM 

455 

815 

148 

Circus  Circus 

140 

52 

48 

190 

Crown  Cork  &  Seal 

297 

206 

499 

170 

Citicorp 

657 

874 

868 

156 

CRSS 

128 

102 

842 

100 

Clark  Equipment 

NM 

646 

954 

108 

Crystal  Brands 

37 

684 

861 

138 

Clorox 

467 

354 

276 

138 

CSX 

NM 

630 

832 

188 

CMS  Energy 

NM 

32 

776 

142 

Culbro 

690 

969 

811 

164 

CNA  Financial 

155 

669 

332 

176 

Cummins  Engine 

NM 

907 

1029 

130 

Coachmen  Industries 

NM 

1000 

982 

130 

Curtice  Burns  Foods 

477 

431 

388 

164 

Coast  Savings  Finl 

NM 

992 

964 

156 

Cyclops  Industries 

»» 

941 

»» 

180 

Coastal  Corp 

498 

153 

601 

148 

Cyprus  Minerals 

1 

418 

715 

148,  180 

Coca-Cola 

211 

45 

42 

164 

Dairy  Mart 

NM 

971 

855 

184 

Coca-Cola  Enterprises 

462 

606 

902 

164 

Dana 

NM 

706 

556 

130 

Colgate-Palmolive 

119 

146 

198 

138 

Danaher 

15 

24 

72 

130 

Collaborative  Resrch 

*• 

«« 

** 

172 

Dart  Group 

373 

857 

909 

.184 

Collagen 

.. 

.. 

.. 

172 

Data  General 

NM 

1057 

1050 

118 

Collins  Foods  Intl 

451 

605 

497 

184 

Datapoint 

NM 

992 

1078 

118 

Columbia  Gas  System 

361 

470 

879 

148 

Dayton  Hudson 

430 

531 

377 

184 

Columbia  S&L  Assn 

NM 

1078 

1087 

156 

Dean  Foods 

483 

374 

210 

164 

Comcast 

NM 

273 

1081 

154 

Deere  &  Co 

NM 

277 

881 

108 

Comdisco 

NM 

695 

250 

100 

Delchamps 

NM 

383 

647 

184 

Comerica 

370 

421 

526 

156 

Delmarva  Power  &  Lt 

NM 

633 

587 

142 

Commerce  Bcshs 

353 

366 

585 

156 

Delta  Air  Lines 

316 

332 

383 

190 

Commerce  Clearing 

NM 

659 

112 

154 

Delta  Woodside  Inds 

11 

847 

4 

138 

Commercial  Federal 

NM 

1018 

898 

156 

Deluxe 

403 

365 

80 

100 

Commercial  Intertech 

NM 

575 

834 

108 

DeSoto 

NM 

485 

979 

112 

Commercial  Metals 

166 

382 

618 

156 

Detroit  Edison 

552 

227 

800 

142 

Commonwealth  Ed 

644 

514 

711 

142 

Dexter 

517 

571 

559 

112 

Commonwealth  Energy 

619 

570 

630 

142 

Diagnostic  Products 

•» 

** 

** 

172 

Commtron 

324 

802 

315 

154 

Diamond  Shamrock 

NM 

107 

479 

148 

Communications  Trans 

NM 

1059 

1102 

118 

Dibrell  Brothers 

508 

381 

341 

164 

Compaq  Computer 

15 

3 

31 

118 

Diebold 

624 

721 

766 

100 

Computer  Associates 

56 

234 

83 

118 

Digital  Equipment 

138 

743 

422 

118 

Computer  Sciences 

276 

388 

474 

118 

Dillard  Dept  Stores 

265 

120 

304 

184 

ConAgra 

223 

97 

175 

164 

Dime  Savings  Bank  FSB 

NM 

1037 

1006 

156 

Coimer  Peripherals 

NM 

.. 

23 

118 

Walt  Disney 

78 

41 

111 

154 

Conseco 

8 

43 

18 

176 

Diversified  Energies 

NM 

265 

830 

148 

Consolidated  Edison 

592 

509 

594 

142 

Dixie  Yarns 

327 

251 

605 

138 

Consol  Freightways 

478 

890 

794 

188 

Dollar  General 

646 

940 

806 

184 

Consol  Natural  Gas 

606 

205 

693 

148 

Dominion  Bankshares 

511 

920 

419 

156 

Growth:  'i-year  annual  earnings-per-share 

growth. 

Stock  market:  =i  \t;ar  price  cha 

ige      Profitability:  S  \  ear  1 1 

•turn  on  et|uip, 

NM:  Sot 

meaningful.     * 
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e  l990tNTenNAI(ONAL  PAPEH  COMPANV 


^:^lttj! 


^^.     ^ 


These  photographs  were  never  meant  to  be  works  of  art.  Wliat  happened? 

Over  the  years  photos  like  these  have  ilkistrated  the  pages  of  National  CJeographic.  Beautiful  examples  of  photojournalism,  but 
who  would  have  called  them  works  of  art?  The  photographers?  Perhaps.  However,  it  took  an  exhibition  organized  by  the 
Corcoran  Gallery  of  Art  in  Washington,  I3C  before  these  pictures  really  came  into  their  own.  Now  International  Paper  brings  vou 
"Odvssf.V:  Thk  Art  ()l-  PH()r()(;R.APHV  AT  National  GkograI'I lie,"  a  public  television  special.  It's  coming  soon  so  check  your 
local  listings  for  exact  time  and  date.  We  hope  you  enjoy  this  holiday  gift.  .As  television  shows  go,  it  just  mav  be  a  work  of  art. 
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WHO'S  WHERE  IN  THIS  ISSUE 

_ _l 



RANK 

RANK 

Stock 
Company                              Growth          market 

Profitability 

Page 

Company 

Growth 

Stock 
market 

Profitability 

Page 

lOm 

Dominion  Resources               557                  406 
Donaldson                                 423                   164 
RR  Donnelley  &  Sons            426                 518 
Douglas  &  Lomason               NM                  835 
Dover                                        402                  260 

577 
624 
301 
991 

275 

142 
108 
154 
130 
108 

Figgie  Intl 
Finevest  Foods 
First  American  Corp 
First  American  Finl 
First  Bank  System 

190 

NM 
650 

NM 
NM 

444 

966 

557 
873 

336 

1036 

854 

442 

1019 

100 
164 
156 
176 
156 

Gtn 
Gtn 
(,tn 
Gen 
Gen 

Dow  Chemical                         77                 268 
Dow  Jones                               266                 787 
DPL                                           330                  385 
DQE                                          607                  336 
Dravo                                        NM                  774 

88 
100 
541 

732 
1055 

112 
154 
142 
142 
180 

First  Brands 

First  Capital  Holding 

First  Chicago 

First  City  Bncp  Texas 

First  Executive 

17 
107 

NM 

989 

855 

1070 

53 
744 

1069 

138 
176 
156 
156 
176 

Get 
Gtn 
G«o 
Gfo 
Get 

Dresser  Industries                   NM                  148 
Drug  Emporium                         34                     " 
DSC  Communications           106                 838 
EI  du  Pont  de  Nemours           325                  302 
Duke  Power                              571                   250 

892                 148 
217                 184 

871                 118 
518         112,148 
563                 142 

First  Fidelity  Bncp 
First  Financial  Mgmt 
First  Interstate  Bncp 
First  Mississippi 
First  of  America  Bank 

693 
68 

NM 
NM 
546 

891 
426 
949 
449 

677 

838 
391 
1023 
798 
481 

156 
118 
156 
112 
156 

Get 
Gil 
Gib 
Gill 
Giu 

Dun  &  Btadstreet                   NM                 635 
Durt-Fillauer                            387                  152 
DWG                                        NM                  190 
Dynatech                                626                 932 
E-Systems                                 496                  566 

113 
567 
759 
463 
392 

154 
172 
138 
118 
96 

First  Security 

First  Tennessee  Natl 

First  Union 

First  Wachovia 

Firstar 

242 
621 
535 
500 
226 

682 
732 
799 
370 
549 

833 

687 
262 
356 
584 

156 
156 
156 
156 
156 

PH 
Git 
Gtl 
Gol 
Bf( 

Eagle  Food  Centers                     " 
Eagle-Picher  Inds                    NM               1049 
Eastern  Enterprises                   87                 525 
Eastman  Kodak                        NM                  460 
Eaton                                         534                  596 

*• 

1091 
805 
591 
302 

184 
108 
148 
138 
130 

FirstFed  Michigan 
Fleet/Norstar  Finl 
Fleetwood  Enterprises 
Fleming  Cos 
Florida  Progress 

687 
417 
NM 
NM 
569 

807 
892 
773 
687 
452 

707 
344 
361 
716 
471 

156 
156 
130 
164 

142 

Goo 
G»ii 

m 
m 

Gte 

Echlin                                      616                 760 
Ecolab                                     272                 584 
Edison  Bros  Stores                  282                 533 
AG  Edwards                             465                  690 
EG&G                                       553                  694 

757 
318 
462 
368 
159 

130 
100 
184 
156 
118 

Florida  Rock  Inds 

Flowers  Industries 

Fluor 

FMC 

Food  Lion 

579 
489 
NM 
96 
133 

790 

710 

85 

112 

28 

242 
295 
900 

927 

73 

180 
164 
126 

112 
184 

Gk. 
Gie, 
Gie, 
Gtl 
Gie 

Egghead                                    NM                     *' 
El  Paso  Electric                      NM               1011 
Eljer  Industries 

Emerson  Electric                    484                 433 
Emerson  Radio                         640                  881 

1034 
1011 

254 

727 

184 
142 
180 
108 
130 

Foodarama  Supermkts 
Ford  Motor 

Foremost  Corp  of  Amer 
LB  Foster 
Foster  Wheeler 

NM 
318 

NM 
NM 
NM 

331 
317 
908 
913 
226 

804 
121 
873 
464 
906 

184 
130 
176 
108 
.       108 

Gie 
Gio 
Gio 
Gni 
GT 

Engelhard                               NM                 510 
Enron                                        NM                  413 
Ensetch                                     NM                  625 
Enstar  Group                          NM               1072 
Entergy                                   NM                 154 

946 

729 

1027 

1020 

955 

180 
148 
148 
156 
142 

Foundation  Health 
FPL  Group 
Freeport-McMoRan 
Fremont  General 
Fruit  of  the  Loom 

582 
189 

NM 
NM 

627 
201 
898 
423 

596 
169 

849 

177 

172 
142 
112 
176 
138 

Gui 
Gil 
Hid 
Hil 
Hid 

Enzo  Biochem 

Equifax                                      379                  350 
Equitable  of  Iowa                     415                  661 
Equitable  Resources               647                 338 
ERLY  Industries                      NM                  746 

178 

777 

738 

1053 

172 
156 
184 
148 
164 

HB  Fuller 
Fuqua  Industries 
Gamma  Biologicals 
Gannett 
Gap 

512 

671 

404 

71 

330 

823 

543 
4 

623 
418 

183 
67 

112 
138 
172 
154 
184 

Hm 
Hm 
MA 
Hm 
Hm 

ESCO  Electronics 

Ethyl                                          187                  246 
Everex  Systems                         14                 820 
Exxon                                      612                 214 
Fairchild                                    12                 454 

214 

27 

548 

194 

96 
112 
118 
148 

96 

GATX 

Gaylord  Container 

Geico 

GenCorp 

Genentech 

91 

388 

74 

369 

244 
1013 

425 

81 
492 

156 
170 
176 
96 
172 

Hii 
Hii 
Hii 
Han 

HlB 

Family  Dollar  Stores              NM                 921 
Fay's                                          254                  603 
Federal  Express                       431                 867 
Federal-Mogul                        NM                 826 
Federal  Natl  Mortgage              13                   25 

308 
549 
764 
769 
122 

184 
184 
188 
130 
156 

General  Cinema 
General  Dynamics 
General  Electric 
General  Host 
General  Mills 

108 
610 
420 

NM 
164 

628 
970 
320 
984 
58 

21 

297 

278 

925 

14 

154 

96 

96,  108 

184 

164 

Hi, 

Hifl 
Hin 
His 

Federal  Paper  Board                  54                 228 
Federal  Signal                           230                    70 
Ferro                                          120                  215 
FHP  International                   127                   73 
Fieldcrest  Cannon                    287                  955 

119 
402 
506 
9 
907 

170 
108 
112 
172 
138 

General  Motors 
General  Motors  EDS 
GM  Hughes  Electronics 
General  Public  Utils 
General  Re 

NM 
101 
435 
213 

52 

526 
249 
629 

72 
235 

613 

358 
944 

547 
259 

130 
118 
96 
142 
176 

Hi« 
'Hei 
^Hec 
HI 
iHel 

Growth:  5-year  annual  earnings-pcr-share  growth. 

Stock  market:  5-year  price  cha 

ige.     Profitability:  5-year  return  on  equit)'. 

NM:  Not 

meaningful.     *" 

Not  ranked. 
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Profitability 
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Company 

Growth 
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Profitability 

Page 

General  Signal 

NM 

779 

801 

108 

Henley  Group 

.. 

•• 

.. 

172 

Genesco 

NM 

591 

222 

184 

Hercules 

NM 

786 

684 

112 

Genetics  Institute 

.. 

»« 

.. 

172 

Hershey  Foods 

356 

147 

238 

164 

Genlyte  Group 

578 

.. 

.« 

108 

Hewlett-Packard 

445 

758 

424 

118 

Genovese  Drug  Stores 

NM 

686 

656 

184 

Hexcel 

NM 

886 

785 

96 

Genuine  Parts 

383 

355 

200 

130 

Highland  Superstores 

NM 

1062 

799 

184 

Genzyme 

.« 

»« 

.. 

172 

Hillenbrand  Inds 

251 

80 

227 

172 

Georgia  Gulf 

18 

*• 

3 

112 

Hillhaven 

** 

** 

«w 

172 

Georgia-Pacific 

57 

424 

257 

170 

Hills  Dept  Stores 

NM 

979 

609 

184 

Getber  Products 

367 

74 

267 

164 

Hilton  Hotels 

573 

614 

433 

190 

Getty  Petroleum 

234 

834 

99 

148 

Holly  Corp 

118 

19 

13 

148 

Giant  Food 

241 

180 

138 

184 

Holnam 

NM 

.. 

754 

180 

Gibson  Greetings 

503 

493 

201 

138 

Home  Depot 

45 

2 

129 

184 

Gillette 

278 

35 

149 

138 

Home  Shopping 

NM 

1015 

865 

184 

Gitano  Group 

243 

** 

36 

138 

HomeFed 

400 

997 

658 

156 

PH  Glatfelter 

329 

186 

128 

170 

Homestead  Financial 

NM 

1061 

951 

156 

GlenFed 

84 

936 

633 

156 

HON  Industries 

344 

161 

173 

100 

Golden  West  FinI 

506 

293 

156 

156 

Honeywell 

NM 

474 

848 

108 

Goldome 

.. 

538 

.. 

156 

Geo  A  Hormel 

267 

88 

477 

164 

BF  Goodrich 

2 

569 

781 

112 

Horn  &  Hardart 

NM 

939 

1063 

184 

Goodyear 

NM 

903 

327 

130 

Houghton  Mifflin 

540 

643 

552 

154 

Goulds  Pumps 

NM 

595 

813 

108 

Household  Intl 

399 

843 

239 

156 

WR  Grace 

NM 

652 

808 

112 

Houston  Industries 

613 

455 

638 

142 

WW  Grainger 

365 

298 

339 

108 

Hubbell 

390 

229 

249 

108 

Great  American  Bank 

NM 

1063 

1028 

156 

Hudson  Foods 

NM 

925 

68 

164 

Great  American  Mgmt 

NM 

282 

988 

112 

Huffy 

NM 

191 

706 

130 

Great  A&P  Tea 

162 

184 

575 

184 

Hughes  Supply 

576 

794 

786 

180 

Great  Lakes  Chemical 

129 

60 

164 

112 

Humana 

NM 

391 

245 

172 

Gt  Western  Financial 

NM 

730 

686 

156 

IB  Hunt  Transport 

295 

476 

125 

188 

Grey  Advertising 

501 

402 

527 

154 

Huntington  Bcshs 

509 

671 

494 

156 

Greyhound  Dial 

NM 

789 

787 

138 

IBP 

625 

494 

.. 

164 

Grossman's 

NM 

1011 

948 

184 

ICH 

"" 

1036 

1088 

176 

Grow  Group 

NM 

703 

1001 

180 

ICN  Biomedicals 

"" 

•  • 

.. 

172 

Grumman 

643 

888 

840 

96 

IE  Industries 

581 

484 

685 

142 

GTE 

537 

196 

533 

118 

IGI 

#• 

** 

*•" 

172 

Guilford  Mills 

574 

798 

595 

138 

Illinois  Central 

..  , 

.. 

.. 

188 

Gulf  States  Utils 

NM 

757 

932 

142 

Illinois  Power 

NM 

830 

965 

142 

Hadson 

NM 

769 

1005 

148 

Illinois  Tool  Works 

134 

95 

219 

108 

Halliburton 

NM 

261 

972 

148 

IMC  Fertilizer  Group 

•  • 

•* 

•  • 

112 

Hana  Biologies 

•  « 

*• 

»m 

172 

Imcera  Group 

NM 

188 

908 

112 

Handleman 

296 

722 

139 

154 

Immucor 

.. 

.. 

.. 

172 

Handy  &  Harman 

NM 

852 

922 

180 

Immunex 

.. 

•* 

"" 

172 

MA  Hanna 

NM 

420 

807 

112 

Immunomedics 

•• 

.. 

.. 

172 

Hannaford  Bros 

216 

98 

234 

184 

Imo  Industries 

NM 

540 

831 

108 

Hanover  Insurance 

63 

691 

293 

176 

Imperial  Holly 

60 

«« 

513 

164 

Harcourt  Brace 

670 

1040 

894 

154 

Inacomp  Computer 

95 

536 

617 

184 

Harken  Energy 

NM 

99 

999 

148 

INB  Financial 

NM 

771 

590 

156 

Harley-Davidson 

55 

50 

38 

130 

Inco 

NM 

207 

25 

180 

Harman  International 

61 

821 

84 

130 

Independent  Insurance 

NM 

712 

788 

176 

Hamischfeger  Inds 

NM 

567 

903 

108 

Ingersoll-Rand 

156 

274 

649 

108 

Harris  Corp 

677 

811 

897 

118 

Ingles  Markets 

290 

486 

498 

184 

Harsco 

689 

647 

843 

180 

Inland  Steel  Inds 

5 

548 

822 

180 

Hartford  Steam  Boiler 

92 

51 

91 

176 

Inspiration  Resource 

NM 

822 

1004 

112 

Hartmarx 

655 

1002 

817 

184 

Instrument  Systems 

NM 

744 

1041 

138 

Hasbro 

NM 

698 

606 

138 

Intel 

NM 

173 

398 

118 

'    Hawaiian  Electric 

541 

490 

700 

142 

Intelligent  Electron 

3 

17 

77 

184 

Healthco  Intl 

NM 

463 

942 

172 

Interco 

NM 

.» 

910 

130 

Hechinger 

505 

910 

572 

184 

Interface 

132 

461 

277 

100 

H|  Heinz 

349 

149 

116 

164 

Intergraph 

566 

981 

470 

118 

Helene  Curtis  Inds 

153 

141 

491 

138 

Interlake 

485 

1041 

771 

108 

Growth:  5-year  annual  earnings-per-share 

growih. 

Stock  market:  5-year  price  cha 

nge.     Profitability:  5-year  return  on  equitx'. 

NM:  Not 

meaningful     "" 

Not  ranked. 
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Company 
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Profitability 

Page 

Company 

Growth 

Stock 
market 

Profitability 

Page 

Intermark 

IBM 

Intl  Flavors  &  Frags 

Intl  Multifoods 

International  Paper 

NM                  976 
635                  781 
317                  216 
NM                  430 
36                  170 

1014 
570 

247 
736 
517 

184 
118 
112 
164 
170 

Lincoln  Electric 

Lincoln  National 

Lionel 

Litton  Industries 

LIVE  Entertainment 

285 
554 
705 

NM 
NM 

335 

756 

1021 

664 

767 

611 
713 
931 
553 
221 

108 
176 
184 
96 
154 

Interpublic  Group 
InterTAN 
Iowa-Illinois  G&E 
Ipaico  Enterprises 
Itel 

312                  121 

361 

602                  542 

565                  373 

NM                  609 

212 
448 
576 
454 
1002 

154 
184 
142 
142 
118 

Liz  Claiborne 

Lockheed 

Loctite 

Loews 

Lone  Star  Industries 

144 
339 

232 
198 

NM 

131 

829 

46 

247 

1019 

39 

292 

179 

131 

1047 

138            ^ 
96 
112 
176 
180 

ITT 

Jacobs  Engineering 

James  River  Corp  Va 

Jamesway 

Jefferson-Pilot 

169                  447 

24                      5 

560                  688 

659                1026 

NM                  572 

733 
375 
648 
839 
768 

176 
126 
170 
184 
176 

Lone  Star  Tech 
Long  Island  Lighting 
Longs  Drug  Stores 
Longview  Fibre 
Loral 

NM 
NM 
407 
105 
376 

916 

94 

462 

222 
649 

1084 
952 
334 
152 
306 

180 
142 
184 
170 
96       ' 

Johnson  &  Johnson 

Johnson  Controls 

Jostens 

JWP 

Kaman 

218                    91 
595                  624 
268                  151 
53                    59 
632                  902 

110 
683 
41 
148 
645 

138 
130 
184 
100 
96 

Lotus  Development 
Louisiana  Land 
Louisiana-Pacific 
Lowe's  Cos 
LSI  Logic 

270 

NM 

66 

584 

NM 

140 
309 
479 

724 
943 

49 
986 
565 
660 
980 

118 
148 
170 
184 
118 

Kansas  City  P&L 
Kansas  City  Southern 
Kansas  Gas  &  Elec 
Kansas  Power  &  Light 
Kaufman  &  Broad  Home 

NM                  386 
NM                  728 
NM                  185 
608                  560 
151                   853 

731 

976 
850 
583 
109 

142 
188 
142 
148 
126 

LTV 

Lubrizol 

Lukens 

LVl  Group 

Lyondell  Petrochem 

NM 

374 

35 

NM 

1055 

276 

36 

1067 

1095 

427 

360 

1094 

180 
112 
180 
126 

112 

Kellogg 
Kellwood 
Kelly  Services 
Kemper 
Kennametal 

299                   150 
319                  894 
203                  442 
100                  741 

209                  472 

43 

272 

74 

374 

676 

164 
138 
100 
176 
108 

M/A-Com 
Magma  Copper 
MagneTek 
MAI  Systems 
Manor  Care 

NM 

NM 

10 

NM 
NM 

972 
815 

1058 

678 

977 
721 
6 
809 
528 

118 
180 
108 
118 
172 

Kentucky  Central  Life 
Kentucky  Utilities 
Kerr  Glass  Mfg 
Kerr-McGee 
KeyCorp 

460                  928 
510                  380 

NM                  947 
NM                  415 
542                  704 

642 
515 
1007 
911 
500 

176 
142 
170 
148 
156 

Manufacturers  Hanover 

Manufacturers  Natl 

Manville 

Mapco 

Marion  Merrell  Dow 

NM 
384 
244 
472 
229 

946 

579 

1052 

110 

65 

1010 
520 

298 
52 

156 
156 
180 
148 
172 

Kimball  International 

Kimberly-Clark 

Kmart 

KN  Energy 

Knight-Ridder 

470                  553 
291                   103 

NM                  498 
NM                  301 
352                   599 

397 
224 
621 
937 
186 

130 
138 
184 
148 
154 

Mark  IV  Industries 

Marriott 

Marsh  &  McLennan  Cos 

Marsh  Supermarkets 

Marshall  &  Ilsley 

28 
428 
116 
281 
429 

441 
917 
204 
122 
613 

37 
142 

33 
476 
414 

118 
164 
176 
184 
156 

Kroger 
LA  Gear 
La-Z-Boy  Chair 
Laclede  Gas 
LADD  Furniture 

NM 

NM                      9 
550                  590 
611                  576 

548                  887 

905 
1 
413 
524 
136 

184 
138 
130 
148 
130 

Marshall  Industries 

Martin  Marietta 

Masco 

Masco  Industries 

Mattel 

298 
419 

456 
240 

NM 

248 
512 
716 

725 
300 

428 
86 
355 
412 
501 

118 
96 

180 
130 
138 

Lafarge 

Lancaster  Colony 
Lance 

Landmark  Land 
Lands'  End 

27                  465 
292                  464 
497                  387 
NM                1027 
130                  634 

598 

569 

206 

1075 

19 

180 
130 
164 
156 
184 

Maxtor 

Maxus  Energy 

Maxxam 

May  Dept  Stores 

Maytag 

NM 
NM 
NM 
382 

NM 

817 
312 
126 
404 
866 

429 

1099 

54 

328 

105 

118 
148 
180 
184 
130 

Leggett  &  Piatt 
Lennar 

Leslie  Fay  Cos 
Leucadia  National 
LG&E  Energy 

436                  583 
124                  672 
360                  699 
452                  219 

NM                  414 

290 
672 
434 
288 
650 

130 
126 
138 
176 
142 

MCA 

McCaw  Cellular 

McCormick  &  Co 

McDermott  Intl 

McDonald's 

424 
NM 
250 
NM 
338 

411 

616 

82 

326 

287 

746 
1089 

154 
1057 

185 

154 
118 
164 
108 
184 

Liberty  Corp 
Life  Technologies 
Lifetime 
Eli  Lilly 
Limited 

444                  459 

NM                    30 
372                    84 
159                  349 

728 

891 

137 

55 

176 
172 
172 
172 
184 

McDonnell  Douglas 

McGraw-Hill 

MCI  Communications 

McKesson 

MCN 

695 
665 
NM 
556 

804 

615 

63 

546 

835 
468 
150 
674 
281 

96 
154 
118 
172 
148 

Growth:  5  \ear  annual  earnings  per-share  growth 

Stock  market:  5- 

year  price  cha 

nge.     Profitability:  S  ye.u-  return  on  equit\-. 

NM:  Not 

meaningful.     *' 

Not  ranked. 
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market 

Profitability 

Page 

Company 

Growth 

market 

Profitability 

Page 

MDC  Holdings 

NM 

1071 

1074 

126 

National  Medical 

NM 

271 

631 

172 

Mead 

196 

592 

378 

170 

Natl  Semiconductor 

NM 

977 

1016 

118 

Medco  Containment 

44 

68 

818 

184 

National  Service 

486 

377 

382 

108 

Media  General 

673 

708 

853 

154 

National-Standard 

NM 

1031 

1035 

180 

Medtronic 

227 

18 

196 

172 

Navistar  Intl 

NM 

1004 

969 

130 

Mellon  Bank 

NM 

934 

1043 

156 

NBD  Bancorp 

355 

218 

461 

156 

Melville 

323 

311 

167 

184 

NCH 

172 

165 

411 

112 

Mercantile  Bancorp 

NM 

785 

941 

156 

NCNB 

363 

568 

326 

156 

Mercantile  Stores 

454 

681 

453 

184 

NCR 

380 

367 

299 

118 

Merck 

135 

27 

26 

172 

Neiman  Marcus  Group 

«tf 

673 

** 

184 

Mercury  General 

181 

658 

182 

176 

New  England  Electric 

620 

604 

793 

142 

Meredith 

617 

813 

695 

154 

NY  State  E&G 

652 

709 

709 

142 

Meridian  Bancorp 

600 

831 

546 

156 

New  York  Times 

247 

766 

130 

154 

Merisel 

76 

.. 

89 

118 

Newell  Co 

141 

16 

271 

130 

Meritor  Savings  Bank 

NM 

1056 

1077 

156 

Newmont  Mining 

NM 

297 

918 

180 

Merrill  Lynch 

NM 

880 

864 

156 

Niagara  Mohawk  Power 

694 

832 

884 

142 

Merry-Go-Round 

313 

21 

114 

184 

Nicor 

NM 

139 

396 

148 

Fred  Meyer 

NM 

639 

756 

184 

NIKE 

67 

12 

108 

138 

Michigan  National 

80 

868 

266 

156 

Nipsco  Industries 

NM 

194 

847 

142 

MicroAge 

NM 

87 

581 

184 

NL  Industries 

49 

«» 

M« 

112 

Micron  Technology 

NM 

527 

103 

118 

Noland 

614 

848 

887 

180 

Microsoft 

41 

8 

16 

118 

Nordstrom 

184 

195 

236 

184 

Midlantic 

453 

1039 

387 

156 

Norfolk  Southern 

NM 

340 

751 

188 

Midway  Airlines 

NM 

762 

1026 

190 

Nortek 

NM 

1006 

995 

180 

Midwest  Resources 

559 

445 

620 

142 

Northeast  Federal 

NM 

1050 

1079 

156 

Herman  Miller 

527 

776 

264 

100 

Northeast  Utilities 

631 

515 

682 

142 

Millipore 

366 

394 

447 

100 

No  States  Power 

598 

477 

521 

142 

Mine  Safety  Appliance 

NM 

492 

712 

100 

Northern  Telecom 

NM 

344 

566 

118 

Minn  Mining  &  Mfg 

347 

223 

199 

100 

Northern  Trust 

93 

171 

612 

156 

Minnesota  Power  &  Lt 

561 

429 

426 

142 

Northrop 

NM 

962 

974 

96 

Mitchell  Energy 

NM 

242 

953 

148 

Norwest 

125 

233 

646 

156 

MLX 

NM 

1053 

1071 

108 

Novell 

29 

7 

22 

118 

MNC  Financial 

177 

1003 

312 

156 

Nucor 

463 

307 

431 

180 

Mobil 

455 

183 

677 

148 

NWNL 

536 

797 

699 

176 

Modine  Manufacturing 

555 

275 

417 

130 

Nynex 

NM 

345 

661 

118 

Molecular  Biosystems 

»« 

.. 

.. 

172 

Occidental  Petroleum 

685 

795 

929 

148 

Molex 

386 

333 

381 

118 

Ogden 

669 

521 

416 

100 

Monarch  Capital 

NM 

1054 

923 

176 

Ohio  Casualty 

131 

578 

432 

176 

Monsanto 

183 

198 

561 

112 

Ohio  Edison 

634 

573 

675 

142 

Montana  Powej 

NM 

491 

797 

142 

Oklahoma  G&E 

539 

371 

535 

142 

Moore  Corp 

448 

511 

488 

100 

Old  Kent  Financial 

532 

597 

343 

156 

IP  Morgan  &  Co 

NM 

427 

966 

156 

Old  Republic  Intl 

NM 

729 

505 

176 

Morgan  Products  Ltd 

NM 

948 

696 

180 

Olin 

199 

734 

665 

112 

Morgan  Stanley 

114 

440 

58 

156 

Olsten 

157 

676 

140 

100 

Morrison 

335 

726 

435 

184 

Omnicom  Group 

NM 

617 

386 

154 

Morrison  Knudsen 

NM 

736 

1033 

126 

Oneida 

NM 

670 

651 

130 

Morton  International 

NM 

.. 

385 

112 

Oneok 

682 

657 

859 

148 

Motorola 

239 

356 

666 

118 

Oracle  Systems 

NM 

111 

15 

118 

Multimedia 

NM 

209 

985 

154 

Orange  &  Rockland 

590 

577 

578 

142 

Murphy  Oil 

NM 

405 

992 

148 

Orion  Capital 

NM 

909 

825 

176 

Nacco  Industries 

306 

507 

205 

108,  148 

Orion  Pictures 

336 

523 

924 

154 

Naico  Chemical 

439 

232 

191 

112 

Oryx  Energy 

•• 

.. 

.. 

148 

Nash  Finch 

567 

538 

690 

164 

Oshkosh  Truck 

NM 

956 

162 

130 

Nashua 

524 

100 

643 

100 

Outboard  Marine 

362 

945 

737 

130 

National  City 

409 

436 

330 

156 

Owens  &  Minor 

633 

552 

790 

172 

Natl  Convenience 

NM 

983 

1018 

184 

Owens-Corning 

NM 

532 

973 

180 

National  Education 

NM 

1022 

763 

100 

Oxford  Industries 

636 

931 

930 

138 

National  Fuel  Gas 

605 

286 

698 

148 

Paccar 

217 

457 

252 

130 

National  Health  Labs 

126 

*• 

244 

172 

Pacific  Enterprises 

NM 

735 

722 

148 

National  Intergroup 

NM 

922 

1009 

172 

Pacific  G&E 

645 

483 

841 

142 

Growth:  5-year  annual  earnings-per-share 

gro-wih. 

Stock  market:  S 

-year  price  cha 

ige.     Profitability:  i-year  return  on  equit>'. 

NM:  Not 

meaningful.     "Nc 

It  ranked 
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RANK 
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Profitability 
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Company 
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Stock 
market 

Profitabili 

ty         Page 

ClB 

Pacific  Telesis 
PacifiCare  Health 
PacifiCorp 
PaineWebber  Group 
Pall 

521                   130 
320                  280 
543                  393 

NM                  914 
369                  379 

516 
123 
540 
889 

228 

lis 

172 
142 
156 
112 

Provident  Life  &  Ace 
PS  Group 
PSI  Resources 
Public  Service  Colo 
Public  Service  NH 

NM 
NM 
364 

NM 
NM 

764 
516 
133 
593 
1007 

688 

743 

28 

545 

1064 

176 
148 
142 
142 
142 

tan 
Scho 

Pan  Am 

Panhandle  Eastern 
Paramount  Commun 
Parker  Hannifin 
Pathe  Communications 

NM                1014 
NM                  937 
81                  303 
591                  675 
NM                1051 

1101 

1031 

70 

625 

1092 

190 
148 
154 
108 
154 

Public  Service  NM 
Pub  Svc  Enterprise 
Puget  Sound  P&L 
Pulitzer  Publishing 
Quaker  Oats 

660 
596 
401 
228 
406 

995 
466 
530 
876 
240 

961 
608 
636 
2 
226 

142 
142 
142 
154 
164 

tkat 
SCI 
Sdei 

Penn  Central 
Penn  Traffic 
)C  Penney 
Pennsylvania  P&L 
Pennzoil 

NM                  791 

235                  295 
518                  334 

NM                  582 

874 

400 

586 

1060 

118 
184 
184 
142 
148 

Quaker  State 
Quanex 
Quantum 

Quantum  Chemical 
Questar 

686 
NM 
443 
31 
654 

958 
159 
117 
952 

495 

949 
671 
286 
324 
826 

148 
180 
118 
112    1 
148 

Scoi 
Ef 
Sak 
S(« 

Pentair 
People's  Bank 
Peoples  Energy 
Pep  Boys 
PepsiCo 

458                  674 

NM                  481 

408                  547 
137                   48 

495 

451 

469 

96 

170 
156 
148 
184 
164 

QVC  Network 

Ralston  Purina 

Raychem 

Raytheon 

Readers  Digest  Assn 

236 
446 

224 

42 

1009 
143 
839 
422 

376 

29 

573 

144 

8 

184 
164 
108 
96 
154 

Seir 
Seiv 
Seen 
Stie 
Seq 

Perini 

Perkin-Elmet 
Perry  Drug  Stores 
Petrie  Stores 
Petroleum  Heat  &  Pwr 

NM                1016 
NM                  806 
NM                 985 
676                 828 
NM                  745 

904 
938 

1037 
812 

1046 

126 
118 
184 
184 
148 

Reebok  International 

Reliance  Group 

Republic  New  York 

Rexene 

Reynolds  &  Reynolds 

158 

NM 
NM 

NM 

113 

859 
397 

895 

24 
415 
851 

380 

138 
176 
156 
112 
100 

Sen 

Sen 
Sb 
Sb 
She 

Pfizer 

Phelps  Dodge 
PHH 

Philadelphia  Elec 
Philip  Morris  Cos 

520                  304 

NM                  142 
NM                  877 
NM                  642 
161                     13 

289 
284 
603 
654 
62 

172 
180 
100 
142 
164 

Reynolds  Metals 
Rhone-Poulenc  Rorer 
Richfood  Holding 
Riggs  National 
Riser  Foods 

21 
405 

586 

77 
76 

982 

285 
230 

784 

180 
172 
164 
156 
184 

Sbo 
% 
% 
Sili 
Skv 

Phillips  Petroleum 

Phillips-Van  Heusen 

PHM 

Pic  'N'  Save 

Piedmont  Natural  Gas 

NM                  138 
411                  565 
264                  869 
NM                  967 
466                  281 

449 
51 

589 
124 
525 

148 
138 
126 
184 
148 

Rite  Aid 

Roadway  Services 
HH  Robertson 
Rochester  G&E 
Rochester  Telephone 

425 

NM 
NM 
674 

NM 

407 
602 
1029 
731 
359 

253 

679 

1054 

740 

582 

184 
188 
180 
142 
.      118 

AO 
Sm 
Sn 
Sa 

Pilgrim's  Pride 
Pinkerton 
Pinnacle  West 
Pioneer  Hi-Bred  Intl 
Pitney  Bowes 

195                  879 

NM 

NM                  950 
NM                  653 
476                  324 

94 

209 

1024 

512 

258 

164 
100 
142 
164 
100 

Rockwell  Intl 
Rohm  &  Haas 
Rohr  Industries 
Rollins 
Rose's  Stores 

389 
494 
642 
459 
668 

376 
496 
897 
428 
968 

187 
333 
724 
17 
816 

96 

112 

96 

100 

184 

Sn 
So 
So 
So 

Pittston 

Pittway 

Ply  Gem  Industries 

PNC  Financial 

Polaroid 

NM                  304 
NM 

NM                  927 

580                  818 

88                  594 

1008 
739 
653 
403 
860 

148,  188 
130 
180 
156 
138 

Ross  Stores 

Rouse 

RPM 

Rubbermaid 

Ruddick 

NM 
681 
394 
263 
493 

998 
707 
269 
116 
270 

534 
423 
404 
166 
614 

184 
126 
112 
130 
184 

So 
So 
So 
So 

Pope  &  Talbot 
Portland  General 
Potlatch 

Potomac  Electric 
PPG  Industries 

40                  443 
NM                  747 
112                  346 
538                  503 
305                  294 

176 
916 
407 
362 
233 

170 
142 
170 
142 
130 

Russell 
Ryder  System 
Rykoff-Sexton 
Ryland  Group 
Safeco 

261 
675 
507 
115 
205 

176 
851 
749 
751 
410 

296 
774 
681 
101 

274 

138 
156 
164 
126 
176 

So 

So 
So 
So 
|So 

Precision  Castparts 
Premark  Intl 
Premier  Bancorp 
Premier  Industrial 
Preston 

136                    64 

NM                  777 
NM                1033 
314                  213 
NM                  926 

165 
628 
1070 
163 
958 

96 
130 
156 
118 
188 

Safety-Kleen 

St  Joe  Paper 

St  Paul  Cos 

Salant 

Salem  Carpet  Mills 

269 

513 

94 

NM 
499 

118 

321 

1028 

850 

161 
701 
303 
939 
604 

100 
170 
176 
138 
138 

So 
Sp 
Sp 
Sp 
SP 

Price  Co 
Primerica 
Procter  &  Gamble 
Progressive 
Promus  Cos 

149                  607 

32                  580 

NM                  105 

103                  119 

104 

673 

507 

97 

184 
156 
138 
176 
190 

Salomon 
San  Diego  G&E 
Santa  Fe  Pacific 
Sara  Lee 
Savannah  Foods 

NM 

NM 
NM 
307 
328 

864 
256 

106 

57 

730 
514 
1056 
192 
260 

156 
142 
188 
164 
164 

s, 

Si 
Si 

Si 

Growth:  5-year  annual  earnings-per-share  growth. 

Stock  market:  5 

•year  price  cha 

ige     Profitability:  S-\eaf 

return  on  equit\'- 

NM:  Not  meaningful. 

"Not  ranked. 
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RANK 

RANK 

Stock 

Stock 

Company 

Growth 

market 

Profitability 

Page 

Company 

Growth 

market 

Profitability 

Page 

Savin 

NM 

1069 

1098 

100 

Standex  International 

NM 

325 

697 

154 

Scana 

NM 

468 

539 

142 

Stanhome 

163 

15 

102 

138 

SCEcorp 

597 

360 

480 

142 

Stanley  Works 

480 

412 

443 

108 

Schering-Plough 

238 

54 

151 

172 

State  Street  Boston 

332 

285 

251 

156 

Schlumberger 

NM 

316 

893 

148 

Sterling  Chemicals 

** 

** 

«M 

112 

A  Schulman 

176 

44 

218 

112 

Stewart  &  Stevenson 

NM 

6 

348 

108 

Schultz  Sav-0  Stores 

293 

14 

359 

184 

Stone  Container 

39 

700 

93 

170 

Charles  Schwab 

** 

128 

.. 

156 

Storage  Technology 

699 

544 

1096 

118 

SCI  Systems 

434 

793 

550 

118 

Strawbridge 

515 

816 

502 

184 

Scientific-Atlanta 

NM 

638 

702 

118 

Stride  Rite 

48 

11 

141 

138 

Scott  Paper 

178 

341 

273 

138 

Student  Loan 

145 

62 

44 

156 

EW  Scripps 

NM 

♦• 

600 

154 

Sudbury 

NM 

1042 

366 

108 

Seaboard 

358 

471 

633 

164 

Sun  Company 

698 

». 

934 

148 

Seagate  Technology 

NM 

449 

216 

118 

Sun  Microsystems 

22 

306 

180 

118 

Seagram 

350 

259 

616 

164 

Sundstrand 

NM 

620 

819 

96 

Sears,  Roebuck 

NM 

808 

752 

176,  184 

SunTrust  Banks 

395 

558 

321 

156 

Seaway  Food  Town 

83 

310 

345 

184 

Super  Food  Services 

322 

425 

399 

164 

Security  Pacific 

475 

775 

473 

156 

Super  Valu  Stores 

487 

522 

282 

164 

Selective  Insurance 

331 

453 

207 

176 

Synbiotics 

*" 

.. 

•  • 

172 

Sequa 

NM 

362 

316 

96 

Synergen 

»» 

w» 

«« 

172 

Service  Corp  Intl 

NM 

586 

943 

138 

Syntex 

191 

96 

40 

172 

Service  Merchandise 

NM 

889 

641 

184 

Sysco 

310 

67 

325 

164 

Shaw  Industries 

301 

81 

135 

138 

Talley  Industries 

514 

953 

877 

96 

Shawmut  National 

NM 

991 

863 

156 

Talman  Home  Federal 

»• 

905 

866 

156 

Sherwin-Williams 

414 

288 

279 

184 

Tambrands 

437 

177 

265 

138 

Shoney's 

623 

.. 

705 

184 

Tandem  Computers 

210 

534 

580 

118 

Sigma- Aldrich 

188 

169 

106 

112 

Tandy 

471 

792 

232 

184 

Signet  Banking 

NM 

973 

309 

156 

TBC 

73 

56 

155 

130 

Silicon  Graphics 

7 

212 

741 

118 

TCF  Financial 

NM 

841 

978 

156 

Skyline 

309 

738 

773 

126 

TECO  Energy 

547 

211 

478 

142 

AO  Smith 

NM 

825 

919 

130 

Tecumseh  Products 

564 

772 

640 

108 

Smith  Corona 

.. 

.. 

•• 

100 

Tektronix 

697 

845 

947 

118 

Smith  International 

NM 

108 

1076 

148 

Tele-Communications 

NM 

172 

1012 

154 

Smithfield  Foods 

51 

31 

90 

164 

Teledyne 

479 

.. 

7 

96 

Smith's  Food  &  Drug 

215 

*" 

269 

184 

Temple-Inland 

194 

289 

379 

170 

JM  Smucker 

351 

252 

256 

164 

Tenneco 

nm' 

504 

748 

108 

Snap-on  Tools 

337 

364 

188 

130 

Teradyne 

NM 

1017 

994 

118 

Society 

418 

585 

459 

156 

Terex 

26 

61 

75 

108 

Sonat 

NM 

322 

926 

148 

Tesoto  Petroleum 

NM 

715 

1073 

148 

Sonoco  Product^ 

233 

187 

195 

170 

Texaco 

90 

182 

852 

148 

Sotheby's  Holdings 

9 

.. 

20 

184 

Texas  Industries 

704 

915 

956 

180 

South  Carolina  Natl 

422 

770 

460 

156 

Texas  Instruments 

59 

742 

465 

118 

Southdown 

NM 

833 

409 

180 

Texas  Utilities 

NM 

467 

588 

142 

Southeast  Banking 

NM 

1030 

780 

156 

Textron 

440 

631 

629 

96 

Southern  Company 

615 

505 

639 

142 

Thermo  Electron 

197 

163 

669 

108 

So  N  England  Telecom 

490 

357 

503 

118 

Thiokol 

630 

». 

523 

96 

SouthTrust 

457 

689 

364 

156 

Thomas  &  Betts 

502 

564 

313 

118 

Southwest  Airlines 

NM 

632 

753 

190 

Thomas  Industries 

531 

872 

511 

130 

Southwest  Gas 

551 

783 

592 

148 

Thorn  Apple  Valley 

NM 

263 

928 

164 

Southwestern  Bell 

587 

199 

619 

118 

3Com 

20 

802 

255 

118 

Southwestern  Pub  Svc 

604 

541 

395 

142 

TIE/communications 

NM 

1066 

1090 

118 

Spiegel 

97 

290 

146 

184 

Time  Warner 

NM 

438 

803 

154 

Sprague  Technologies 

NM 

961 

1061 

118 

Times  Mirror 

522 

697 

197 

154 

Springs  Industries 

179 

682 

767 

130 

Timken 

NM 

563 

959 

108 

SPS  Technologies 

525 

849 

827 

96 

TJX  Cos 

212 

»» 

»• 

184 

SPX 

421 

846 

444 

130 

Tonka 

NM 

1025 

824 

138 

Square  D 

563 

524 

401 

108 

Torchmark 

294 

127 

126 

176 

Std  Commercial 

NM 

723 

933 

164 

Toro 

186 

651 

208 

130 

Standard  Fedl  Bank 

** 

561 

529 

156 

Tosco 

NM 

680 

170 

148 

Standard  Motor  Prods 

629 

883 

789 

130 

Town  &  Country 

NM 

963 

659 

184 

Standard  Products 

449 

705 

127 

130 

Toys  'R'  Us 

171 

115 

193 

184 

Standard  Register 

528 

878 

452 

100 

Transamerica 

371 

660 

607 

176 

Growth:  5-year  annual  earnings-per-share 

growth. 

Stock  market:  5 

year  price  chai 

ige.     Profitability:  5-year  return  on  equity. 

NM:Not 

meaningful.     " 

Not  ranked. 
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RANK 

RANK 

Stock 

Stock 

Company 

Growth 

market 

Profitability 

Page 

Company 

Growth 

market 

Profitability 

Page 

Transco  Energy 

NM 

788 

971 

148 

Viacom 

.. 

132 

.. 

154 

Travelers 

683 

988 

867 

176 

Village  Super  Market 

488 

395 

475 

184 

Tredegar  Industries 

** 

•• 

«« 

180 

Vishay  Intertech 

206 

626 

291 

118 

Tribune 

288 

378 

261 

154 

Vista  Chemical 

NM 

407 

11 

112 

Trinity  Industries 

NM 

528 

717 

108 

Volt  Info  Sciences 

NM 

960 

968 

100 

Trinova 

641 

640 

694 

108 

Vons  Cos 

NM 

79 

.. 

184 

TRW 

533 

737 

352 

96 

Vulcan  Materials 

279 

372 

211 

180 

Tucson  Electric 

NM 

1044 

858 

142 

Waban 

.. 

.» 

». 

184 

Turner  Broadcasting 

NM 

10 

1097 

154 

Wackenhut 

NM 

720 

466 

100 

Turner  Corp 

701 

938 

983 

126 

Wal-Mart  Stores 

121 

29 

50 

184 

TW  Holdings 

.. 

«• 

" 

164 

Walgreen 

413 

224 

223 

184 

20th  Century  Inds 

72 

417 

69 

176 

Wallace  Computer  Svs 

397 

663 

357 

100 

Tyco  Laboratories 

201 

42 

147 

180 

Wang  Laboratories 

NM 

1043 

1044 

118 

Tyson  Foods 

102 

49 

76 

164 

Warner-Lambert 

359 

66 

59 

172 

UAL 

NM 

157 

79 

190 

Washington  Gas  Light 

NM 

458 

564 

148 

UGI 

283 

253 

689 

148 

Washington  Mutual 

NM 

284 

627 

156 

U)B  Financial 

447 

954 

421 

156 

Washington  National 

NM 

919 

989 

176 

UNC 

•• 

975 

820 

96 

Washington  Post 

168 

319 

61 

154 

Union  Bank 

262 

862 

531 

156 

Waste  Management 

154 

22- 

145 

100 

Union  Camp 

219 

432 

389 

170 

Waxman  Inds 

82 

611 

65 

180 

Union  Carbide 

NM 

810 

71 

112 

Weirton  Steel 

NM 

.. 

945 

180 

Union  Electric 

410 

398 

519 

142 

Weis  Markets 

438 

574 

319 

184 

Union  Pacific 

NM 

435 

725 

188 

Wellman 

50 

451 

34 

112 

Union  Texas  Petrol 

NM 

129 

45 

148 

Wells  Fargo 

150 

254 

311 

156 

Unisys 

NM 

1045 

981 

118 

Wendy's  Intl 

NM 

912 

912 

184 

UA  Entertaiimient 

NM 

239 

1066 

154 

Western  Digital 

NM 

900 

243 

118 

United  Banks  of  Colo 

700 

812 

940 

156 

Western  Publishing 

280 

665 

120 

154 

United  HealthCare 

NM 

197 

967 

172 

Western  Union 

NM 

1074 

1100 

118 

United  Illuminating 

NM 

550 

997 

142 

Westinghouse 

222 

472 

157 

108 

United  Merchants 

NM 

1077 

1085 

138 

Westmark  Intl 

NM 

337 

920 

172 

US  Bancorp 

416 

351 

538 

156 

Westmoreland  Coal 

NM 

648 

998 

148 

US  Healthcare 

NM 

508 

331 

172 

Westvaco 

341 

392 

484 

170 

US  Home 

NM 

1060 

1051 

126 

Wetterau 

474 

318 

305 

164 

US  Shoe 

661 

929 

872 

184 

Weyerhaeuser 

255 

637 

719 

170 

United  Stationers 

442 

964 

420 

100 

Wheelabrator  Tech 

** 

tut 

** 

•126 

United  Technologies 

468 

598 

652 

96 

Wheeling-Pittsburgh 

NM 

840 

1052 

180 

United  Telecom 

NM 

135 

437 

118 

Whirlpool 

618 

666 

644 

130 

Unitrin 

.. 

»• 

•  • 

176 

Whitman 

173 

641 

». 

164 

Univar 

357 

124 

482 

112 

Wholesale  Club 

NM 

55 

990 

184 

Universal 

491 

618 

337 

164 

Wicor 

NM 

480 

622 

148 

Universal  Foods 

193 

33 

367 

164 

Willamette  Inds 

139 

520 

160 

170 

Universal  Health 

664 

893 

915 

172 

Willcox  &  Gibbs 

237 

519 

342 

108 

Unocal 

696 

137 

828 

148 

Williams  Cos 

NM 

636 

935 

148 

UNUM 

•  « 

299 

726 

176 

Winn-Dixie  Stores 

589 

237 

369 

184 

Upjohn 

545 

266 

393 

172 

Winnebago  Industries 

NM 

1034 

917 

130 

US  West 

530 

266 

544 

118 

Wisconsin  Energy 

544 

314 

450 

142 

USAir  Group 

NM 

923 

899 

190 

Wisconsin  Public  Svc 

NM 

475 

574 

142 

USF&G 

702 

996 

747 

176 

Witco 

628 

600 

734 

112 

USG 

692 

.. 

349 

180 

WLR  Foods 

NM 

»• 

203 

164 

Uslico 

NM 

860 

655 

176 

Woolworth 

275 

167 

363 

184 

USLife 

570 

750 

810 

176 

Worthington  Inds 

315 

368 

213 

180 

UST  Inc 

259 

23 

47 

164 

WPL  Holdings 

603 

497 

560 

142 

USX 

NM 

482 

857        148 

180 

Wm  Wrigley  Jr 

174 

37 

95 

164 

UtiliCorp  United 

585 

343 

522 

148 

WTD  Industries 

33 

1048 

10 

170 

Valero  Energy 

NM 

347 

974 

148 

Wyle  Laboratories 

225 

679 

875 

118 

Valhi 

70 

69 

56 

112 

Wyman-Gordon 

NM 

959 

987 

96 

Valley  National 

NM 

1001 

1021 

156 

Xerox 

377 

871 

775         100,  176         1 

Valmont  Industries 

4 

90 

351 

180 

Yellow  Freight  Sys 

653 

727 

667 

188 

Valspar 

286 

136 

184 

112 

Zenith  Electronics 

NM 

986 

1040 

118 

Varian  Associates 

NM 

559 

913 

118 

Zenith  National  Ins 

79 

924 

472 

176 

Varity 

NM 

620 

883 

108 

Zurn  Industries    - 

450 

245 

678 

108 

VF 

523 

865 

246 

138 

Growth:  S-year  annual  earn 

nss-pcr-share 

growth 

Stock  market:  5  \ea 

■  price  cha 

igc      Profitability:  5  \ear 

return  on  equit\\ 

NM:  Not  meaningful.     "Not  ranked. 
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JAPAN'S  GLOBAL  ROLE 


irrors  form  a  key  part  of 
Japan's  culture.  One  of  the  original 
meanings  of  the  word— the  pure  heart 
of  the  gods— highlights  its  role. 

Just  as  hand-mirrors,  or  'tekagami,' 
permit  even  the  most  hidden  area  to 
be  scrutinized,  so  too  with  this  year's 
annual  report  on  Japanese  business. 

We  talked  with  a  broad  cross-section 
of  its  leading  industrialists  and  finan- 
ciers, and  found  them  very  frank  in 
assessing  not  only  their  own  company, 
but  also  Japan's  broader  role  in  the 
world. 

By  using  'tekagami',  we  put  the 
spotlight  on  Japan  once  more. 


The  philosophy  which  drives 

our  16,000-person, 

$2.7^  billion  R&D  department 


iSk 


Information  and 
Communication  Systems 
and  Electronic  Devices 


■  ;  !     I  i  1  i 

Power  Systems  anL 
'^Equipment 


^?l^ 


s,?^c' 


^ 


■ 

Is  J 

^^r'^='~=r^ 

i:i 

■S?T-^:fi3j--..ig 

Industrial  Machinery 
and^Plants  \ 


To  Hitachi,  the  true  measure  of  a  corporation 
cannot  be  found  on  the  financial  pages  or  a  balance 
sheet. 

Rather,  the  true  measure  of  a  company's  worth 
is  its  commitment  to  enhance  the  quality  of  life. 

Few  corporations  can  compare  with  Hitachi  in 
this  regard. 

Our  16,000-person  R&D  department  creates 
technologies  that  directly  affect  the  lives  of  people 
everywhere. 

We're  involved  in  the  development  of  a  vast 
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range  of  medical  diagnostic  equipment.  Hydroelec- 
tric and  thermal  power  plants.  Computers,  semicon- 
ductors and  locomotives.  Scientific  research  and 
analyses  instruments.  As  well  as  consumer 
electronics,  new  materials  and  telecommunications 
systems. 

With  33  research  laboratories  located  in 
Japan,  Europe  and  the  United  States,  R&D  is  the 
lifeblood  of  Hitachi.  It's  the  reason  we're  the  ninth 
largest  corporation  in  the  world.  With  290,000 
employees  and  172  offices  in  34  countries. 
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. . .  centers  on  a  very  important 
subject:  people. 
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Hitachi  is  a  people  company  in  other  ways,  too. 

Our  recently  established  GREEN  Center 
(Global  Resources,  Environment  &  Energy  System 
Center)  will  soon  join  the  battle  to  solve  such 
problems  as  acid  rain,  the  greenhouse  effect  and 
ozone  depletion.  Even  more,  we  accept  some  50 
foreign  researchers  every  year  to  work  at  our 
research  laboratories.  The  international  exchange 
of  information  that  takes  place  leads  to  technologi- 
cal advances  and  stimulates  further  discussion 
among  the  academic  community. 


The  breadth  and  scope  of  Hitachi  is  deep, 
indeed.  Our  products  are  found  in  offices,  stores, 
factories,  hospitals  and  homes  around  the  world. 

And  with  a  people-oriented  philosophy,  Hitachi 
will  continue  to  grow  and  secure  a  place  as  a  citizen 
of  the  world.  Creating  products  and  technologies 
that  make  the  lives  of  people  everywhere  better 

•$2,718  million,  net  R&D  expenditures  for  the  year  ended  March  31,  1990.  US$1  =  ¥158 
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JAPAN'S  GLOBAL  ROLE 


As  world  events  over  the  past  18  months  have  clearly  demon- 
strated, the  end  of  the  post-war  political  and  economic  order  is 
bringing  with  it  dramatic  scope  for  change. 

The  1980s  saw  both  the  Japanese  and  U.S.  economies  inter- 
twined in  a  way  few  thought  imaginable.  Japanese  companies 
have  invested  heavily  in  the  U.S.,  and  a  growing  number  of  U.S. 
companies  have  taken  the  plunge  into  Japan.  If  anything,  the  1990s 
will  be  a  period  of  even  closer  meshing  of  the  two  economies. 

During  the  1980s,  Japan's  net  foreign  assets  reached  $300 
billion,  putting  it  in  a  position  where  even  the  most  modest  of 
decisions  in  Japan  can  have  vital  repercussions  around  the  world. 
Japan's  largest  investment  has  been  in  the  U.S.,  a  position  that 
will  be  sustained,  even  with  the  current  focus  on  Europe.  Japanese 
corporations  have  finished  the  first  stage  of  the  shift  into  the  U.S., 
with  new  plants,  for  the  most  part,  on-line.  This  has  been  followed 
by  growing  attention  to  community  service  programs. 

The  most  important  shift  is  now  under  way— to  the  creation  of 
R8(D  and  design  centers  as  Japanese  groups  upgrade  qualitatively 
their  investment  in  the  U.S.,  and  the  training  of  more  U.S.  engi- 
neers and  technicians.  This  was  the  key  point  made  by  several  of 
Japan's  corporate  leaders  during  this  year's  round  of  meetings. 
Japan's  economic  success  is  attributed  directly  to  an  overriding 
emphasis  on  technology,  over  and  above  short-term  financial  goals. 
Upgrading  the  broader  role  of  their  U.S.  affiliates  marks  a  further 
strengthening  of  Japanese  companies'  commitment  to  the  U.S. 
At  the  same  time,  many  Japanese  companies  are  also  exporting 
sizeable  quantities  from  their  U.S.  plants  back  to  Japan,  to  Europe 
and  elsewhere,  as  global  production  schedules  are  refined. 

While  the  U.S.  has  undergone  a  lengthy  period  of  self-doubt, 
the  widespread  feeling  in  Japan  is  that  the  U.S.  will  emerge  signifi- 
cantly revitalized  during  the  1990s,  with  Japanese  companies 
working  cooperatively  with  their  U.S.  partners. 

The  following  interviews  with  the  leaders  of  Japanese  industry 
give  their  views  on  these  and  related  issues. 


INTER- 
NATIONAL 
INTEGRATION 


T 


he  steel  industry 
in  Japan  is  one  of  the  country's  most      ; 
international  industries.  Highlighting 
that  fact  is  Nippon  Steel  Corpora- 
tion, the  world's  largest  steel  producer 

"We  purchase  raw  materials  from 
the  U.S.,  Canada,  Brazil,  Australia, 
India  and  many  other  countries,"  says 
Nippon  Steel's  President  Hiroshi  Salto. 
"At  the  center  of  the  iron  and  steel 
industry,  not  only  in  Japan  but  world- 
wide, are  good  relations  between 
companies,  as  well  as  between  countries. 


"Japan's  steel  industry  depends  on 
friendly  relations  with  other  countries, 
and  the  same  holds  true  with  pro- 
ducers in  other  countries. 

"Japan  buys  almost  all  of  its  materi- 
als for  producing  steel  abroad,  export- 
ing, in  turn,  about  20  percent  of  its 
output." 

One  example  of  the  cooperative 


nature  of  the  steel  industry  worldwide 
is  the  International  Iron  and  Steel  Insti- 
tute, of  which  Nippon  Steel's  Saito  is 
vice  chairman. 

"According  to  the  latest  forecast  by 
the  International  Iron  and  Steel  Insti- 
tute," Saito  says,  "in  developed  coun- 
tries, output  will  be  little  changed  this 
year,  while  in  developing  countries 
there  may  be  slight  growth,  but  it  will 
be  very  small." 

Confronted  with  a  slow  growth  out- 
look, Nippon  Steel  has  emerged  as 
one  of  the  most  adventurous  of  Japa- 
nese companies  in  seeking  to  diversify 
its  range  of  activities.  Not  that  it  is 
moving  away  from  the  steel  industry- 
far  from  it.  In  fact,  one  of  the  biggest 
single  new  investments  has  been  in 
the  U.S.  steel  industry,  in  partnership 
with  Inland  Steel. 

"One  project  here  is  called  l/N  Tek, 
which  is  to  make  cold  rolled  steel  sheet, 
with  an  investment  of  $530  million," 
Saito  says.  "Inland  Steel  has  60  percent 
and  we  hold  the  balance.  Another  pro- 
ject is  l/N  Kote,  to  make  galvanized 
steel  sheet,  involving  a  further  invest- 
ment of  $500  million.  This  latter  pro- 
ject is  a  fifty-fifty  venture,  also  with 
Inland  Steel. 

"This  plant  will  cater  to  the  needs  of 
the  auto  industry  both  U.S.  and  Japa- 
nese producers  in  the  U.S. 

"Our  international  cooperation 
extends  not  only  to  North  America,  but 
also  to  China,  where  we  have  been 
active  in  assisting  their  steel  industry 
with  the  large  Baoshan  steelworks 
near  Shanghai.  Our  involvement  there 
extends  back  many  years,  providing 
technical  assistance  for  China  to 
upgrade  its  steel  industry." 

Well  known  as  the  largest  steel  com- 
pany in  the  world,  Nippon  Steel  Cor- 
poration caused  more  than  a  little 
surprise  when  it  recently  launched  a 
notebook-sized  computer 

Other  diversification  moves  include 
the  start  of  a  theme  park,  Space- 
World,  which  is  on  target  to  receive 
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more  than  2  million  visitors  in  its  first 
year  of  operation. 

"Developing  new  businesses  is  not 
easy,"  Saito  says,  "but  we  would  like  to 
move  further  into  electronics  and  com- 
munications, and  other  areas  as  well. 
We  have  already  embarked  on  new 
ventures  in  urban  development  and 
also  in  the  service  sector." 

MATERIAL 

AND 

TECHNOLOGY 


"W 


hen  I  was 

being  interviewed  for  a  position  at  NEC 
by  senior  company  officials  over  40 
years  ago,"  says  NEC  Corporation's 
President,  Dr.  Tadahiro  Sekimoto, 
"they  asked  me  a  hypothetical  question 
about  what  my  R&D  aims  would  be  if 
I  entered  the  company 

"I  answered  straight  away:  vacuum 
materials.  Remember,  this  was  in  1948, 
the  year  the  transistor  was  invented. 
When  they  asked  me  why,  my  answer 
was  simple.  The  one  who  can  conquer 
the  material  can  conquer  the 
technology 

"To  this  very  day  I  still  believe  that 
this  is  most  important,"  he  continues. 
"Adapting  that  answer  to  the  situation 
we  are  facing  today  the  one  who  can 
conquer  the  software  can  conquer 
C&C." 

Software  in  the  computer  field  has 
been  dominated,  until  now,  by  the  U.S. 
That  is  in  the  process  of  changing. 

"We  export  a  lot  of  hardware,  that 
is,  finished  products,  but  we  need  to 
produce  more  software  in  Japan,"  says 
Dr  Sekimoto.  "The  quantity  of  soft- 
ware available  in  the  U.S.  is  large,  but 
now  Japan  is  starting  to  catch  up,  espe- 
cially with  the  quality  of  software" 

During  the  1980s,  NEC's  revenues 
more  than  trebled,  to  over  $22  billion, 
as  it  rode  successive  waves  of  tech- 


nological change.  Underpinning  that 
surge  in  revenues  was  a  trebling  in  R&D 
spending.  As  NEC's  success  demon- 
strates, similar  growth  is  likely  in  the 
decade  ahead,  given  the  quickening 
pace  of  technological  change. 

"NEC  has  grown,  based  on  its  strate- 
gy of  Computers  and  Communica- 
tions," says  Dr  Sekimoto.  "But  if  you 
ask  me  the  key  factor,  then  semicon- 
ductors are  the  most  important— from 
the  simplest  chip,  ranging  up  to  LSIs, 
and  even  ultra  LSIs. 

"Semiconductors  are  the  key  to  NEC's 
development  in  the  future.  Using 
these  devices,  we  can  design  out- 
standing computers  and  communica- 
tions equipment.  And  I  would  like  to 
emphasize  software,  including  artificial 
intelligence." 

As  NEC  has  grown,  so  too  has  R&D, 
which  focuses  on  a  broad  range  of 
next  generation  technology  from 
microchips  to  international  digital  net- 
works and  the  like.  An  R&D  facility  is 
now  operating  in  the  U.S.,  as  NEC  inte- 
grates its  operations  more  closely  with 
the  local  market.  The  company  is  also 
considering  the  establishment  of  an 


Human  Electronics-Technology  for  the  Benefit  of  Mankind: 
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How  a  picture  tube  made  In  the 
U.S.A.  is  helping  Americans  enjoy 
a  brighter  picture  of  life. 


A  new  state-of-the-art  television  picture 
tube  factory  opens  in  Troy,  Ohio. 
Business  people  see  it  as  yet  another 
example  of  Matsushita's  ever  grow- 
ing commitment  to  manufacture 
and  develop  a  broad  range  of  products 
in  America.  To  the  people  of  Troy, 
like  those  in  towns  across  America, 
Matsushita's  U.S.  operation  represents 
a  whole  lot  more.  A  chance  to  enjoy  a 
better  picture  of  life. 


Enthusiasm.  Energy.  An  abundance  of  new  ideas. 
This  is  what  it  takes  to  succeed.  This  is  what  Mat- 
sushita Electric  finds  in  Troy,  Ohio;  Santa  Barbara, 
Cahfomia;  Peachtree  City,  Georgia-and  in  all  its 
U.S.  factories  and  R&D  facilities. 

MADE  IN  AMERICA 

Matsushita  has  12  manufacturing  plants  and  6 
R&D  facilities  in  the  U.S.  There  are  over  100 
sales  and  service  centers.  The  combination  of 
American  "know-how"  and  Matsushita  support 
has  created  some  extraordinary  results.  From 
major  breakthroughs  in  digital  commu- 
nications to  computer  systems  that  will  teach 
hearing-impaired  children  to  speak.  Today, 
Matsushita's  U.S.  operation  employs  over 
10,000  Americans  who  are  developing  and  man- 


ufacturing new  products  made  specifically  for 
the  U.S.  market.  And  many  of  Matsushita's 
American  factories  are  even  building  products 
for  export  to  Japan  and  other  countries. 

The  business  community  sees  Matsushita's 
U.S.  operation  as  a  success.  But  even  more 
importantly,  so  do  the  local  communities  that  are 
now  home  to  Matsushita. 

COMMUNITY  UNITY 

Matsushita  also  helps  build  strong  communities. 
Towns  with  caring,  concerned  individuals.  To 
encourage  this,  Matsushita  donates  equipment  to 
local  organizations,  provides  facilities  for  town 
use,  and  has  set  up  a  $10  million  fund  to  help 
improve  education  in  primary  and  secondary 
schools.  Matsushita  even  endows  professorships 
at  Harvard  and  MIT. 

HUMAN  ELECTRONICS 

Building  factories  and  R&D  centers  that  help 
people  build  better  lives  is  just  one  example  of 
what  Matsushita  Electric  means  by  the  term 
Human  Electronics.  Every  day  Matsushita  dedi- 
cates its  vast  resources  to  researching,  developing, 
and  marketing  products  that  make  life  richer,  safer, 
and  more  comfortable.  In  the  U.S.  these  products 
are  sold  under  the  brand  names  Panasonic, 
Technics,  and  Quasar.  In  1989,  Matsushita's 
worldwide  consolidated  sales  volume  surpassed 
$37.7  billion.  All  a  direct  result  of  a  single- 
minded  philosophy:  Don't  create  technology 
for  technology's  sake,  but  for  man's  sake. 


MATSUSHITA  ELECTRIC 

PANASONIC  TECHNICS  QUASAR 
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R&D  laboratory  in  Europe. 

Given  the  dramatic  technological 
changes  seen  during  the  1980s,  and 
the  equally  dramatic  surge  in  NEC's 
size,  this  posed  particular  problems  for 
NEC's  senior  management. 

"Until  a  couple  of  years  ago,  NEC's 
management  was  linear,"  Dr.  Sekimoto 
says,  "and  quite  centralized.  But  we 
have  now  moved  to  what  we  call  a 
'mesh-globalization'  structure. 

"For  example,  our  Roseville  plant  in 
the  U.S.  produces  wafer  for  IC  chips, 
which  are  exported  to  Singapore  for 
assembly  in  various  products.  Similarly 
our  plant  in  Mexico  produces  pack- 
ages for  mobile  telephone  systems, 
which  are  then  exported  to  our  Oregon 
plant  for  further  processing. 

"The  planning  for  this  kind  of  pro- 
duction integration  is  done  in  consul- 
tation with  each  subsidiary.  I  call  this 
'mesh  management'  since  each  divi- 
sion takes  active  responsibility  for  each 
project,  which  is  quite  different  from  a 
highly  centralized  management  struc- 
ture," Dr  Sekimoto  says. 

"NEC  is  such  a  large  company  that 
no  one  person  can  establish  full  con- 
trol. So,  I  created  a  holonic  manage- 
ment approach,  through  which  we 
integrate  the  individual  and  the  whole. 

"For  this  holonic  management 
approach  to  succeed,  two  factors  are 
very  important.  One  is  information. 
We  are  introducing  a  global  in-house 
communications  network  to  enhance 
this.  The  other  is  a  common  corporate 
culture— a  culture  which  must,  of 
course,  take  into  account  the  national 
culture  of  each  host  country." 

EXPANDING 
INTO 
THE  1990s 


W 


ith  sales  nudging 
1 1 0  billion,  it's  hard  to  detect  any  signs 


of  a  slowdown  in  Canon  Inc.'s  dramatic 
growth.  During  the  1980s,  revenues 
more  than  trebled.  And  for  the  1 990s,  * 
history  may  repeat  itself  once  more. 

Canon  President  Dr.  Keizo  Yamaji 
is  full  of  boyish  enthusiasm  when 
asked  how  Canon  is  likely  to  move 
over  the  next  few  years. 

"Canon  is  involved  in  four  core  mar- 
kets," Dr.  Yamaji  says.  "The  consumer 
market,  with  our  cameras  and  the  like; 
the  office  market  with  computers, 
word  processors  and  so  on;  the  indus- 
trial market  with  semiconductor  fabri- 
cation equipment;  and  then  the  public, 
or  social  market,  by  which  I  mean 
medical  equipment,  broadcasting  TV 
gear  and  the  like. 

"We  are  looking  at  expanding  in 
each  area.  In  the  consumer  market, 
for  example,  we  make  cameras,  video 
cameras— mainly  in  the  image  input- 
ting areas.  But  in  the  future,  we  are 
considering  making  a  full  range  of  AV 
products. 

"Similarly  in  office  equipment," 
Dr.  Yamaji  says,  "we  are  very  strong  in 
stand-alone  equipment.  For  example, 
we  hold  the  number  one  position  with 
coolers,  with  over  27  percent  of  all 
machines  installed  worldwide. 

"From  stand-alone  we  have  moved 
into  the  computer  peripherals  area 
with  laser  beam  printers.  So,  the  next 
step  is  to  extend  our  product  range 
here.  For  example,  bubble  jet  printers, 
which  will  replace  existing  printer 
products.  This  technology  can  also 
handle  color  printing. 

"In  the  same  office  products  area 
are  magnetic  optical  storage  devices. 
Paper  is  the  best  medium  for  trans- 
ferring information,  but  not  for 
storage,  which  is  the  strong  point  of 
our  system." 

Canon  is  unusual  among  Japanese 
companies,  since  its  sales  are  balanced 
equally  between  Japan,  North  America 
and  Europe.  The  group  has  extensive 
production  and  assembly  operations 
outside  Japan  as  well— a  trend  that 


has  been  under  way  steadily  for  some 
time  now,  and  which  continues  apace. 

Recently,  for  example.  Canon  trans- 
ferred all  of  the  marketing,  develop- 
ment and  production  activities  for  its 
typewriter  division  to  the  U.S. 

"We  did  this  because  even  if  we 
make  these  products  in  Japan,"  says 
Dr.  Yamaji,  "we  still  export  over  95 
percent,  since  there  is  little  actual 
demand  in  Japan  because  our  writing 
systems  are  different. 

"So,  since  typewriters  are  at  the  core 
of  Western  culture,  we  thought  it 
made  more  sense  to  locate  these  activ- 
ities overseas.  Based  in  the  U.S.,  these 
products  are  now  exported  to  Europe 
and  elsewhere." 

As  Canon's  range  of  expertise  has 
grown  during  the  1980s,  so  too  has  its 
willingness  to  work  jointly  with  other 
groups.  And  for  Dr  Yamaji,  the  ven- 
ture between  Olivetti  and  Canon  in 
making  copiers  in  Europe  is  the 
ideal. 

"By  adding  our  marketing  channel 
to  theirs,  within  two  years  this  venture 
went  into  the  black,"  Dr.  Yamaji  says. 
"Olivetti  has  its  way  of  doing  business. 


NOTHING  STA. 


The  world  is  in  the  midst  of  a  financial 
revolution.  One  doesn't  sit  back  anymore  and  watch 
contentedly  as  our  investments  shoot  to  the  moon. 

Keeping  pace  is  no  longer  good  enough.  Neither 
is  being  one  step  ahead.  Today  we  must  perceive  - 
the  imperceptible.  ."'"    ~f  ,    - 

This  calls  for  new  and  innovative  financial 
capabilities.  A  company  with  all  the  tools  of  the 
information  society  A  company  with  consummate 
financial  professionals  who  foresee  transition  and 
move  swiftly  with  the  tide. 


Which  is  precisely  the  idea  behind  Nomura's 
global  network.  It  now  stretches  to  62  offices  in  23 
countries  and  is  backed  by  the  Nomura  Research 
Institute,  Ltd.  —  one  of  the  world's  largest  and  most 
sophisticated  financial  think  tanks. 

In  this  new  era  of  global  finance,  it  is  not  a  time 
to  shrink  back,  but  to  expand  horizons  and  look 
beyond.  !' ■ 

Yes,  nothing  stays  the  same.  Which  is  why 
Nomura  seeks  financial  opportunities  wherever 
they  exist. 
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Joseph  Jachna,  Door  Loiinly 


Vision  is  the  art 
of  seeing  things  invisible!' 

Jonathan  Swift 


The  future  is  composed  of 
insights  reflected  by  what  we  learn  today. 

At  Toshiba,  we've  been  turning 
those  insights  into  a  tangible  future  for 
over  one  hundred  years. 

Sustaining  it  now  with  our 
commitment  to  manufacturing  in  the  U.S. 
And  with  a  wide  diversity  of  products 
of  the  highest  quality 

All  of  which  have  helped  make  us 
one  of  the  leading  electrical  and  electronic 
manufacturers  in  the  world. 

With  a  unique  perspective  that 
helps  us  imagine  a  better  tomorrow. 

In  Touch  v^ith  Tomorrow 

TOSHIBA 


Color  TVs 
&  VCRs 

Computers 
&  Printers 

Copiers 

CT  Scanners 

Digital 

Instrumentation 

Disk  Drives 

Facsimile 
Systems 

Home  Appliances 

Industrial  Motors 
&  Controls 

Liquid  Crystal 
Displays 

Medical  Tithes 

MR  Imaging 

Nuclear  Medicine 

OPTO  Electronic 
Devices 

Picture  Tubes 

Portable  Audio 

Professional 
Video  Systems 

Room 

Air  Conditioners 

Semiconductors 

Telecommunication 
Systems 

Turbines 
&  Generators 

Ultrasound 

Uninterruptible 
Power  Supply 

Variable  Speed 
Drives 

'X-Ray  Systems 
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Ricoh 

Where  Imagination  Becomes  Realify 


FAXIOOOL 


f^  Imagination  creates  the  blueprint  for  | 
reality.  For  over  50  years,  Ricoh  has  been 
using  its  imagination  to  make  a  wide  range  of 
innovative  products  become  a  reality.  Our  passionate 
commitment  to  research  and  development  has  led  to  more 
than  2,000  international  patents.  Plus  breakthroughs  in  fields 
as  diverse  as  image  processing,  digital  communications,  cus- 
tomized semiconductors,  and  artificial  intelligence. 

Current  realization  of  Ricoh's  imagination  lives  in  our  high 
speed  digital  fax  machines  and  copiers.  Not  to  mention  our  new  Digital 
Intelligent  System— which  unites  fax,  copier  and  printer  technologies  in  one 

machine.  Such  advanced  office  equipment  allows 
you  to  put  your  imagination  to  work  on  running 
your  business  instead  of  your  office. 

Transforming  imagination  into  reality  has 
fueled  Ricoh's  rise  into  the  top  200  of  the 
FORTUNE  International  500.  Because  when 
you  aeate  the  products  of  imagination  busi- 
nesses need,  success  becomes  a  reality. 


DS320* 

Digital  Intelligent  System 


FT5590* 
High  Mormance  Copier 


*  Shown  with  optional  equipment 
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so  at  first  it  was  not  easy  to  transfer 
technology  and  some  of  our  products. 
But  both  sides  overcanne  their  limita- 
tions, and  this  venture  is  a  great 
success." 

At  the  core  of  Canon's  success  is 
its  unique  philosophy  of  'inter- 
dependence.' "Some  Japanese  compa- 
nies confuse  their  strategies  when 
they  move  offshore,"  Dr.  Yamaji  says. 
"In  our  view,  localization  is  just  one 
step  toward  achieving  globalized  oper- 
ations; it  must  be  something  that 
benefits  the  local  society,  and  makes 
a  positive  contribution  to  people  the 
world  over,  rather  than  looking  only 
for  profits." 

CHANGING 
GEARS 


B 


est  known  for 
its  broad  range  of  consumer  products, 
it  may  come  as  a  surprise  to  learn  that 
Matsushita  Electric  Industrial  Co., 
Ltd.  now  generates  more  revenue 
from  industrial  rather  than  consumer 
goods. 

Matsushita  Electric's  basic  tech- 
nological strengths  are  the  key  to  the 
shift,  particularly  the  ability  to  move 
quickly  to  seize  and  embrace  new 
technology  as  it  emerges. 

"Top  priority  is  being  given  to  areas 
such  as  information  and  communica- 
tions equipment,  semiconductors, 
along  with  new  audiovisual  equip- 
ment, including  high-definition  TV 
systems  and  liquid  crystal  display  tech- 
nology," says  Matsushita  Electric's 
President,  Akio  Tanii. 

"One  good  example  of  our  research 
capabilities  is  the  fact  that  in  1985, 
we  opened  our  first  specialized  semi- 
conductor research  center.  As  a  result, 
we  were  one  of  the  first  to  develop 
the  16-megabit  DRAM,  along  with 
other  successes  such  as  the  first  64-bit 
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RISC-type  microprocessor. 

"It  is  not  commonly  recognized,  but 
we  at  Matsushita  are  already  one  of 
the  major  semiconductor  manufac- 
turers in  Japan.  And,  after  the  launch 
of  high-definition  TVs  in  a  few  years, 
this  will  lift  significantly  our  ranking  in 
this  industry  since  this  high-tech 
product  will  use  a  lot  of  chips." 

Areas  of  rapid  growth  for  Matsushita 
Electric  are  information  and  com- 
munications sectors,  especially  office 
automation  systems,  as  computer 
peripherals  expand. 

"While  we  withdrew  from  the  main- 
frame computer  field  in  the  early 
1960s,"  says  Tanii,  "we  continued  an 
active  R&D  program  in  this  area,  and 
have  established  a  position  of  strength 
in  the  business  computer  and  the  work 
station  areas. 

"We  are  working  together  with 
Solbourne  Computer,  Inc.  to  develop 
a  new  series  of  workstations.  One  of 
its  workstations  was  selected  as  Com- 
puter of  the  Year  in  the  U.S.  last  year, 
signalling  its  advantages. 

"Increasingly  however,  interface  with 
equipment  is  of  paramount  impor- 
tance, to  ensure  that  users  can  derive 
maximum  benefit  as  products  become 
more  complex  and  newer  functions 
are  added. 

"This  is  one  reason  why  we  have 
launched  a  voice  programmable  VCR, 
which  is  aimed  at  overcoming  this 
interface  problem.  We  are  actively 
working  on  solutions  to  this  difficulty 
in  many  other  product  areas  as  well." 

Central  to  Matsushita's  efforts  to 
position  itself  to  capitalize  on  the 
steady  rush  of  technological  change 
is  its  rising  R&D  budget,  which  now 
totals  6.2  percent  of  revenues,  up  from 
3.4  percent  a  decade  ago. 

Recently  a  specialized  R&D  center 
was  established  in  the  U.S.,  the 
Panasonic  Advanced  TV  Research 
Laboratory  with  more  than  20  engi- 
neers alone. 

"This  move  was  part  of  a  broader 


corporate  shift  so  that  basic  research  is 
also  carried  out  in  each  region  where 
we  are  active,"  Tanii  explains.  "We  have 
already  localized  production,  and  we 
are  continually  increasing  the  local 
sourcing  of  components  as  we  inte- 
grate our  operations  further  into  each 
region. 

"As  part  of  this,  we  are  seeking  to 
balance  the  ratio  of  overseas  produc- 
tion and  exports  from  Japan  as  well  as 
to  double,  in  absolute  terms,  exports 
to  Japan,  to  Y420  billion  by  1993. 

"Local  production  in  the  U.S.  is  still 
comparatively  low,  but  this  is  gradually 
changing  as  we  shift  more  production 
overseas." 

In  the  U.S.  alone,  Matsushita  already 
operates  1 3  plants,  with  revenues  of 
almost  $6  billion,  ranking  it  as  one 
of  the  100  biggest  corporations  in 
the  U.S. 

"We  now  have  over  10,000  em- 
ployees in  the  U.S."  Tanii  says.  "We 
thought  it  was  time  to  upgrade  our 
contribution  to  U.S.  society  so  we 
have  launched  a  community  program 
whereby  we  donate  0.1  percent  of  U.S. 
revenues— not  profits,  but  revenues— 


SPACE  WORLD,  the  world's  first  space  theme  park, 

has  now  op^ed  in  Japan  .  .  .  another  NIPPON  STEEL  diversified  activity . 


Illustrated  by  Syd  Mead 


Tradition  and  Transition 


We  live  in  a  time  of  change,  and  NIPPON  STEEL  is 
changing  with  the  times.  Now,  in  an  age  of  mounting  expectations, 
NIPPON  STEEL  stands  ready  to  serve  the  needs  of  people  everywhere. 
Steel  will  continue  to  be  our  mainstay,  as  we  use  our  historic  strengths 
to  advance  into  many  diverse  and  exciting  fields  of  endeavor. 


Iron  &  Steel  Products 


New  Materials 


Engineering  & 
Construction 


Electronics  &  Information/ 
Communications 


Service  Businesses 


rjiPPOiM 


Creating  New  Values  for  Industry 
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to  local  groups,  irrespective  of  whether 
we  are  making  a  profit  or  a  loss." 

GLOBAL 

FINANCIAL 

SERVICES 
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ustasthe  1980s 
saw  a  quantum  leap  in  the  size  and 
scale  of  operations  at  Nomura  Secu- 
rities Co.,  Ltd.,  the  1990s  promise 
to  be  another  decade  of  heady 
growth. 

"In  the  21st  century,"  says  Yoshihisa 
TabuchI,  President  and  CEO,  "Nomura 
Securities  will  be  a  leading  company  in 
financial  services  worldwide.  In  prepa- 
ration, we  are  localizing  our  opera- 
tions in  all  major  markets,  as  well  as 
progressively  broadening  our  range  of 
services." 


From  the  way  events  are  unfolding 
so  rapidly  in  Eastern  Europe,  Tabuchi^ 
says,  it  is  clear  that  the  1990s  will  be 
a  decade  of  real  economic 
growth. 


"Eastern  Europe  will  need  a  vast  infu- 
sion of  capital  to  rebuild  its  econo- 
mies," he  says. 

"Demand  for  capital  will  remain 
strong  in  Asia  too,  as  these  economies 
continue  to  upgrade  their  infrastruc- 
ture and  manufacturing  capacity. 
Similarly  in  Japan,  the  government  is 
committed  to  implementing  a  ¥430 
trillion  program  of  public  works 
spending." 

Signalling  its  global  ambitions, 
Nomura  Securities  implemented  a 
major  overhaul  of  its  management  sys- 
tem in  the  late  1980s  to  ensure  that  it 
can  react  quickly  to  the  ever-changing 
business  and  financial  environment. 

As  part  of  this  restructuring,  Nomura 
has  localized  its  overseas  activities. 
A  key  example  of  this  was  the  appoint- 
ment of  well-known  Wall  Street  figure. 
Max  Chapman,  to  head  up  U.S. 
operations. 

"One  of  the  clear  strengths  of 
Nomura,  not  only  in  Japan,  but  world- 
wide," says  Tabuchi,  "is  our  ability  to 
harness  Japanese  funds  internationally 
to  help  build  and  strengthen  regional 
economies. 

"We  are  not  newcomers  to  the  world 
stage,  having  become  established 
overseas  soon  after  our  founding.  Our 
global  role  has  expanded  as  the  assets 
of  our  clients  have  grown  over  the 
past  few  decades.  For  our  domestic 
clients,  they  are  thinking  more  inter- 
nationally and  examining  their  port- 
folios for  new  ideas  and 
opportunities. 

"Related  to  this,  another  point  we 
are  stressing  for  the  1990s  is  the  fur- 
ther strengthening  of  the  abilities  of 
'Nomura  Corporation'  as  a  broad  finan- 
cial group.  The  demands  of  our  clients 
are  expanding  rapidly  as  the  size  of 
their  assets  grows.  To  cope  with  this, 
we  need  continually  to  upgrade  our 
systems  and  approaches  to  ensure  that 
we  remain  ahead  of  their  demands 
and  can  provide  timely  information 
as  required." 


THE 

BORDERLESS 

CAR 
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,ou  could  almost 
say  that  Mazda  is  under  completely 
new  management,  if  not  at  least  a 
new  management  philosophy,  judging 
by  the  runaway  success  of  recent 
models. 


The  most  striking  success  has  been 
the  ongoing  popularity  of  the  Mazda 
classic  sports  car,  the  MX-5  Miata.  This 
has  been  followed  by  a  series  of  chal- 
lenging products  such  as  the  Carol, 
Eunos  Cosmo  and  Revue,  each  targeted 
at  divergent  markets. 

At  the  same  time,  Mazda  has  over- 
hauled its  sales  networks  in  Japan, 
and  is  enjoying  a  surge  in  domestic 
sales  as  a  result.  1991  will  be  a  key 
year  for  the  automaker,  with  the 
launch  of  a  series  of  new  major  models. 
But  the  surprise  success  of  the  MX-5 
Miata  signals  the  shift. 

Researched  and  designed  in  the  U.S. 
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Keys  to  global 
communication. 

At  Brother,  we  know  that  the  most  important  keys  to  global 
communication  are  international  friendship  and  understanding.  That's 
why  we've  been  committed  to  supporting  the  Olympic  Games  since 
the  summer  of  1984. 

In  1992,  we  will  be  returning  to  the  Olympics  again,  providing 
equipment  and  financial  support  for  both  the  Summer  Games  in 
Barcelona,  Spain,  and  the  Winter  Games  in  Albertville,  France. 

We're  proud  to  be  able  to  serve  as  a  world- 
wide Olympic  sponsor,  because  we  believe 
in  the  spirit  of  the  Games— and  want  to  do 
our  part  to  foster  the  friendship  and  under- 
standing that  are  the  keys  to  a  better  world. 


1   i  ■  1 . 1. 1^ 


36  use  380 


OQO 


Worldwide  Sponsor  of  the  1992  Olympic  Games 

We're  at  your  side. 


BROTHER  INDUSTRIES,  LTD. 
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and  Japan,  the  success  of  the  model  is 
a  clear  demonstration  of  the  change 
under  way  at  Mazda. 

"The  MX-5  Miata  was  a  truly  border- 
less car  from  its  birth,"  says  Mazda 
Motor  Corp.'s  President  Norimasa 
Furuta.  "At  the  core  was  the  launch 
of  the  Mazda  Innovation  Plan,  through 
which  we  have  tried  to  shift  our  entire 
corporate  way  of  thinking. 

"In  the  past,  the  main  emphasis  of 
the  auto  industry  worldwide  was  on 
mass  production.  But  customer  prefer- 
ence has  shifted  so  much,  that  there  is 
surprisingly  strong  demand  for  a  series 
of  niche  products,  along  with  selected 
major  models. 

"So  for  us  at  Mazda,  pursuing  op- 
portunities in  both  markets  is  the  key." 

Mazda  has  prospered  by  challenging 
conventional  wisdom  in  the  auto 
industry.  First  by  its  backing  for  the 


revolutionary  rotary  engine,  and  more 
recently  for  its  introduction  of  the 
"borderless"  car  concept,  as  it  has 
launched  the  MX-5  Miata,  the  MPV 
and  the  Revue— each  of  which  has 
seen  demand  run  well  ahead  of  supply 

"The  underlying  philosophy  at 
Mazda  is  'kansei,'  or  total  sensitivity 
engineering,  a  concept  developed  by 
our  chairman  Kenichi  Yamamoto,"  says 
Furuta.  "With  this  concept,  we  try  to 
incorporate  human  feeling  into  our 
design." 

So  far,  the  adoption  of  this  approach 
has  worked  extremely  well,  with  a 
sustained  upswing  in  Mazda's  sales 
not  only  in  Japan,  but  worldwide. 

The  past  few  years  have  seen  excep- 
tional change  at  Mazda  as  it  has 
worked  to  strengthen  its  product  line- 
up while  launching  auto  production 
in  the  U.S.  with  a  plant  at  Flat  Rock, 


Michigan.  , 

Symbolic  of  the  close  links  between 
Mazda  and  Ford,  the  move  into  Europe 
may  be  in  partnership  with  Ford. 
Already  the  two  companies  have  ex- 
tensive cross  supply  links,  with  Mazda 
supplying  the  Ford  Probe  in  the  U.S., 
and  Ford  providing  Mazda  with  a  vari- 
ant of  its  new  comipact  sports  utility 
vehicle.  Explorer,  for  sale  through 
Mazda's  U.S.  sales  network. 

For  Mazda,  one  of  the  best  imports 
from  the  U.S.  has  been  the  concept  of 
car  showrooms.  In  the  past  in  Japan, 
cars  were  mainly  sold  by  door  to  door 
salesmen. 

"If  we'd  stuck  to  this  old  way,  we 
could  not  have  overhauled  our  sales 
network  in  Japan  so  quickly,"  says 
Furuta.  "This  has  been  a  big  factor  in 
our  surge  in  domestic  sales,  along 
with  the  support  for  our  new  models." 


SAI— Vegetables 


NIKU-Meat 


Great  Flavor  Knows  No  Boundaries 


Our  world,  a  place  where  people  speak  a  multitude  of  languages  and  follow 
different  customs.  But  one  thing  is  universally  understood:  the  pleasure  of  enjoying 
great  food.  And  Kikkoman  offers  the  flavors  that  bring  people  together. 

We're  most  famous  for  our  soy  sauce.  But  today,  Kikkoman  represents 
much  more  than  soy  sauce.  Our  product  lineup  is  larger 
than  ever  before  and  includes  high  quality  wines,  soft 
drinks,  sauces  and  seasonings. 

Blending  over  three  centuries  of  experience  with 
the  latest  in  biotechnology  and  food  development 
activities,  Kikkoman  brings  out  the  best  in  any  cuisine. 


KiKKoman 


Kikkoman  Corporation 

1-25,  Kanda  NIshiki-cho.  Chiyoda-ku.  Tokyo  101,  Japan 


Production  Facilities:  Japan.  USA,  Singapore,  Brazil  and  Taiwan        Subsidiaries:  USA.  Canada.  F  R  Germany,  Hong  Kong,  Australia  and  Singapore 
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,f  Toshiba  Corpo- 
ration's President  and  CEO  Joichi  Aoi 

gets  his  way,  the  1990s  will  be  the 
decade  of  'intelligence.' 


Joichi  Aof 

Toshiba  Corporation 


While  many  of  Toshiba's  competitors 
are  seeking  to  introduce  so-called 
'fuzzy'  technology  into  their  products, 
Toshiba  is  working  hard  on  core  strate- 
gies aimed  at  incorporating  'intelli- 
gence' into  its  product  line-up,  as  well 
as  restructuring  the  entire  company 
into  a  more  information-oriented  one. 

"Intelligence  will  be  the  theme  of 
the  1990s,"  says  Toshiba's  Aoi.  "So  far, 
it  is  at  an  early  stage  of  implementa- 
tion, but  we  are  enjoying  some  suc- 
cesses already." 

Toshiba's  major  business  fields,  which 
encompass  an  enormous  spread  of 
activity,  have  been  "Electronics  and 
Energy." 


When  focusing  on  Toshiba's  specific 
strategy  to  further  boost  the  tech- 
nological sophistication  of  its  product 
range,  two  projects  in  particular  are 
under  way. 

"There  are  two  key  business  develop- 
ment strategies  under  way  here  at 
Toshiba,"  Aoi  says.  "Project  I  is  one. 
'I'  stands  for  Information.  It  also  stands 
for  Intelligence  and  Integration. 

"Project  W,  which  is  really  two  Vs 
combined,  stands  for  Value  and  Victory. 
These  relate  to  our  semiconductor, 
or  silicon  wafer  devices. 

"Included  under  these  two  projects, 
businesses  related  to  electronics 
accounted  for  56  percent  of  Toshiba's 
parent  company  revenues  last  year," 
Aoi  says.  "In  the  1990s  we  expect  to 
see  an  expansion  of  these  areas  to 
maybe  70  percent  or  more  of  total 
revenues— not  that  we  expect  revenues 
in  other  areas  to  decline,  but  rather, 
revenue  growth  in  these  newer  sectors 
will  expand  rapidly 

"Project  W  is  instrumental  in  achiev- 
ing Project  I.  Semiconductors  are  a 
valuable  tool  to  achieve  longer-term 
growth. 

"But  at  the  same  time,  the  structure 
of  the  semiconductor  business  itself 
is  changing,  especially  as  software  is 
starting  to  be  incorporated  into  the 
microchip  itself— again,  another  key 
development." 

Restructuring  in  response  to  this  has 
long  been  under  way,  and  Toshiba  is 
pursuing  two  other  broad  business 
themes  as  it  seeks  to  reshape  itself  for 
the  1990s.  One  is  globalization,  as 
it  localizes  overseas  production  and 
marketing,  to  boost  overall  operating 
effectiveness.  "It  is  fundamentally 
important  for  us  to  become  a  member 
of  the  society  in  which  we  are  func- 
tioning," says  Aoi. 

The  other  is  to  work  for  the  further 
consolidation  and  overall  growth  of  the 
Toshiba  group  among  its  many  listed 
and  unlisted  affiliates. 

During  the  1990s,  the  core  business 


Where  the 

business  elite  meet 

in  Tokyo. 

Where  else  but 

at  the  Hotel  Okura? 

With  its 

elegant  accommodations, 

incomparable  service, 
renowned  restaurants  and 

premier  location, 

it's  everything  a  world-class 

hotel  should  be. 


TOKYO 

TEL:  (03)  3582-0111    FAX:  (03)  3582-3707 

oneof'ThtfJeadinfHotels  ofthefWorid' 

See  your  travel  agent  or  our  hotel  representatives. 
The  Leading  Hotels  of  the  World: 

Individual  reservations: 

Tel  800-223-6800.  212  838  3110 

Meeting  and  group  reservations; 

Tel:  800  223-1230,  212  751  8915 

•  R.F.  Warner.  Inc..  Neiv  York 

Tel  800-888-1199 
J. A.  Tetley  Co..  Inc.,  Los  Angeles 
Tel  800-421-0000,  ?13-388-1151 
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We  may  be  a  small  business,  Lizzie. 


U 


Iwo  people  working  together  in 
harmony  with  common  goals 
and  hard  work  can  accomplish  a 
lot.  With  the  help  of  the  right  office 
equipment,  they  can  grow  even 
faster.  It  can  almost  be  like  they 
had  a  third  partner  working  tire- 
lessly along  with  them. 


Their  business  runs  smoother 
and  more  efficiently.  And  they 
look  a  lot  more  professional. 
At  Canon  we  appreciate  the  spe- 
cial needs  of  small  businesses.  So 
we  do  our  best  to  make  all  of  our 
small-business  equipment— from 
our  FAXPHONE'  personal  faxes  to 
our  personal  wordprocessors— 
compact,  easy  to  operate,  afford- 


able, and  perhaps  most  impor- 
tantly reliable.  Because  when  you 
depend  on  one  piece  of  equip- 
ment, it  had  better  be  very  de- 
pendable. Our  Personal  Copiers, 
for  example,  use  our  revolution- 
ary single-cartridge  system 
which  assures  quality  output  and 
virtually  service-free  operation. 
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If  njoy  easy  eilended  paymenls  wilh  the  Canon  Cfedit  Card 
Ask  tor  details  al  parlicipalmg  Canon  dealers  and  retailers 
Available  only  in  U  S 
1990  Canon  U  S  A  ,  Inc 


But  we're  really  blossoming." 


B 


ut  while  you  may  know  Canon 
for  things  like  our  copiers  and 
cameras,  our  dedication  to  im- 
proving image  quality  extends  far 
beyond.  You  might  not  know,  for 
instance,  that  Canon  is  the  world 
leader  in  laser  beam  printing 
technology.  That  Canon  medical 
optics  are  helping  to  save  the  vi- 
sion of  glaucoma  and  cataract 


patients.  Or  that  leading-edge 
Canon  technologies  provide  the 
lenses  for  most  American  TV  net- 
work cameras. 

In  one  way,  though,  all  of  our  work 
is  the  same.  Canon's  goal  in  striv- 
ing for  great  technological  break- 
throughs is  to  make  the  small 
human  ones  possible. 


Broadcasting  Equipment 


Bubble  Jet  Printers 


Calculators 


Color  Laser  Copiers 


Communication  Aids  for  Disabled 


Components 


Digital  Image  Scanners 


8mm  Video  Camcorders 


Electronic  Typewriters 


Facsimile 


Floppy  Disk  Drives 


Laser  Beam  Printers 


Medical  Equipment 


Micrographics  Equipment 


Office  Copiers 


Personal  Computers 


Personal  Copiers 


Semiconductor  Equipment 


Still  Video  Systems 


35mm  Cameras 


Word  Processors 


The  heart  of  technology       CMIOH 


igooBa 
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projects  at  Toshiba  will  continue  to 
revolve  around  its  two  interrelated 
projects  of  I  and  W. 

"To  cope  with  the  rapid  changes  we 
are  facing  in  our  business  environ- 
ment," says  Aoi,  "we  feel  confident 
that  Project  I  and  Project  W  will  emerge 
as  the  two  main  pillars  within  the 
company. 

"As  you  know,  in  the  past  we  had 
two  major  business  areas— heavy  elec- 
trical apparatus  and  consumer  prod- 
ucts. Now,  as  we  pursue  the  I  and  W 
Projects,  the  results  will  benefit  our 
consumer  and  heavy  electrical  divisions 
as  well,  so  that  all  parts  of  the  com- 
pany will  benefit  directly." 

While  pursuing  opportunities  in  the 
information  industry,  Toshiba  is  also 
moving  fast  to  meet  surging  demand 
for  environmentally  safe  production 
systems. 

"A  year  ago  we  established  an 
Environmental  Engineering  Laboratory 
as  part  of  our  basic  research  institute," 
Aoi  says.  "Here,  we  are  carrying  out 
extensive  research  on  a  variety  of 
themes.  With  fluorocarbons,  for  exam- 
ple, we  have  already  developed  an 
alternative  which  we  are  now  market- 
ing. This  is  just  one  example  of  what 
we  are  doing  in  this  area." 

BUILDING 

THE 

FUTURE 


W 


hen  Takenaka 
Corporation  unveiled  plans  for  a  1,000- 
meter  'Sky  City,'  most  attention  was 
focused  on  the  absolute  height  of  the 
complex;  not  surprising,  since  this 
would  be  by  far  the  tallest  building  in 
the  world. 

As  far  as  Takenaka  Corp.  is  con- 
cerned, the  key  to  the  project  is  not 
just  the  substantial  engineering  feat 
its  completion  would  entail,  but  the 


opportunity  that  creating  such  a  giant 
building  would  give  to  enhancing  the 
quality  of  city  life. 

Takenaka  traces  its  roots  back  almost 
400  years,  yet  it  continues  to  prosper 
by  working  with  a  simple  formula. 

"With  access  to  the  right  technology, 
almost  anyone  can  enter  the  construc- 
tion industry,"  says  Toichi  Takenaka, 
President  of  Takenaka  Corporation. 
"To  be  truly  successful,  and  to  prosper 
with  our  clients,  we  do  much  more. 

"Our  focus  is  different.  In  our  view, 
a  building  is  more  than  just  bricks  and 
mortar,  steel  and  concrete.  It  involves 
working  to  achieve  a  dream  using  the 
best  techniques  to  create  the  most 
attractive  atmosphere  to  enhance  living 
and  work  styles. 

"Typically,  when  a  client  is  thinking 
of  a  new  project,  he  will  bring  us  in 
at  the  earliest  stage  possible,  before 
any  firm  decisions  have  been  made," 
says  Takenaka.  "This  then  gives  us  the 
chance  to  fulfill  our  role  in  assisting  to 
create  the  right  building  to  comple- 
ment the  client's  needs." 

"Buildings,  especially  the  new  gener- 
ation of  so-called  'intelligent  buildings,' 
carry  with  them  a  great  deal  of  pro- 
mise. But  unless  the  designers  and 
contractors  can  get  involved  at  the  very 
earliest  stages,  there  can  be  a  lot  of 
disappointment  in  unfulfilled  dreams." 

Knowledge  of  the  latest  building 
construction  methods  and  techniques 
gives  Takenaka  the  edge,  and  the  com- 
pany is  not  shy  about  going  overseas. 

Tokyo's  newest  landmark,  the  Tokyo 
Dome,  for  example,  was  designed  and 
built  by  Takenaka  Corp.,  with  technical 
cooperation  from  the  U.S.  Now,  confi- 
dent of  its  work  with  air  dome  struc- 
tures, Takenaka  has  taken  the  concept 
a  step  further  with  the  active  market- 
ing of  shell-structured  domes  that  can 
be  opened  and  closed  like  a  fan. 

Again  underscoring  Takenaka  Corp.'s 
ability  to  recognize  quickly  the  poten- 
tial impact  of  new  technologies  was 
the  recent  decision  to  launch  a  joint 


venture  with  Sunwell  Engineering  of 
Canada  to  market  its  highly  energy- 
efficient  crystallized  liquid  ice  thermal 
storage  systems,  which  are  by  far  the 
most  efficient  office  heating  and  cool- 
ing systems  available. 

The  1 980s  saw  Takenaka  working 
closely  with  a  broader  number  of 
international  companies  as  they  in- 
creased their  presence  in  Japan.  The 
company  has  completed  projects  for 
companies  as  diverse  as  IBM,  Proctor 
&  Gamble,  Du  Pont  and  Eastman 
Kodak. 

In  turn,  Takenaka  has  been  active 
overseas  for  some  time  as  well.  "In  the 
U.S.,  we've  been  working  now  for  more 
than  30  years,  and  in  Europe  for  nearly 
20  years,"  says  President  Takenaka. 
"Our  international  business  is  still  only 
modest,  but  given  the  premier  posi- 
tion we  occupy  in  Japan's  construction 
industry,  we  feel  it  is  time  to  strengthen 
ourselves  internationally." 

As  a  former  student  at  Michigan 
State  University,  Takenaka  is  keen  to 
make  a  contribution  to  the  U.S.  by  in- 
troducing Takenaka's  unique  approach 
to  building  design  and  construction. 


>yn 
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GLOBAL 

BUSINESS 

PARTNER 

"A 

JL   JLt  first,  many 
Japanese  manufacturing  companies 
went  about  'globalizing'  their  opera- 
tions to  avoid  criticism  from  overseas," 
notes  Hideo  Tashima,  President  of 
Minolta  Camera  Co.,  Ltd. 

"Now,  however,  I  think  it  just  makes 
good  business  sense  to  create  an  inter- 
national network  of  localized,  semi- 
autonomous  marketing  and  manufac- 
turing operations.  This  is  a  far  more 
dynamic  and  adaptable  system  than 
one  which  centralizes  all  its  power  and 
decision  making  in  the  home  office." 

As  a  result  of  this  outlook,  the  past 
four  years  have  seen  a  substantial 
rise  in  Minolta's  overseas  operations. 
It  began  producing  copiers  in  Germany 
in  1986  and  in  Brazil  in  1989.  It  has 
also  begun  expanding  sales  operations 
into  Eastern  Europe.  In  1989,  Minolta 
started  to  manufacture  toner  at  a 


$25  million  facility  in  Goshen,  N.Y.,to 
better  serve  the  North  American  mar- 
ket. The  venture  has  been  so  success- 
ful that  ground  was  recently  broken 
in  France  on  a  similar  plant  for  the 
European  market. 

The  managers  of  the  Goshen  facility 
received  extensive  training  in  Japan, 
where  Minolta's  production  facilities 
are  among  the  most  modern  in  the 
world;  but  on  the  job,  managers  and 
salespeople  enjoy  a  large  degree  of 
freedom. 

"In  the  U.S.,  roughly  2,500  employees 
are  working  for  Minolta  as  members 
of  the  Minolta  family,"  notes  Tashima. 
"Their  knowledge  of  individual  mar- 
kets and  territories  is  indispensable  to 
our  success. 

"So  too  is  a  thriving  local  community 
vital  to  the  success  of  our  overseas 
operations.  As  a  result,  we  encourage 
our  subsidiaries  to  become  active 
in  civic,  cultural  and  philanthropic 
organizations  in  order  to  improve  the 
quality  of  life  in  those  areas  where  we 
do  business.  In  this  way  we  are  not 
seen  as  merely  another  member  of  the 
business  community  but  as  an 
integral  partner  in  the  overall  local 
community." 

This  cooperation  also  extends  to  the 
way  Minolta  conducts  business  with 
its  competitors.  The  company  recently 
announced  an  agreement  with  Polaroid 
to  market  Spectra  cameras  under  the 
Minolta  name.  Tashima  believes  this 
move  will  ultimately  prove  to  be  bene- 
ficial to  the  entire  industry  by  strength- 
ening the  overall  photographic  market. 

"What  we  have  learned  from  our 
international  operations,"  Tashima  con- 
tinues, "is  that  we  can  successfully 
transfer  technology,  management 
philosophy  and  market  information 
between  countries  to  enhance  our 
competitive  strengths  both  at  home 
and  abroad,  while  at  the  same  time 
adhering  to  the  highest  standards  of 
good  corporate  citizenship— and  that's 
good  for  everyone  involved." 


THE 

ESSENCE  OF 
JAPAN 


W 


atching  the 
quick  penetration  of  fast  food  joints 
in  Japan,  a  visitor  could  be  forgiven  for 
thinking  that  younger  Japanese  survive 
only  on  hamburgers  and  fried  chicken. 
If  they  did,  companies  like  Kikkoman 
would  not  be  prospering  the  way 
they  are. 


In  fact,  not  only  is  Kikkoman  pros- 
pering—so much  so  it  decided  recently 
to  buy  part  of  the  Del  Monte  opera- 
tions in  Asia— but  it  is  doing  so  by 
catering  both  to  Western  and  Eastern 
food  styles. 

Kikkoman  Corp.  is  Japan's  pre- 
eminent maker  of  soy  sauce— a  natural 
product  that  goes  well  with  any  Japa- 
nese dish,  and  also  with  a  wide  variety 
of  Western  dishes. 

But  Kikkoman's  challenge  is  to  profit 
from  changes  in  the  food  market  be- 
ing seen  not  only  in  Japan,  but  in  the 


Mazda  929S 


Examine  the 
appeal  of  this  luxury  automobile 
and  you're  apt  to  discovef  it 
amounts  to  considerably  more 
than  luxury  for  luxury's  sake. 

Because,  by  creating  a  driving  environment 
which  keeps  you  relaxed,  alert  and  in  tune  with 
your  surroundings,  the  Mazda  929S  could  actually 
provide  you  with  a  more  meaningful  reward. 

Luxury  for  safety's  sake. 

This  isn't  something  achieved  by  chance. 
Rather,  it  is  an  accomplishment  of  Kansei  Engi- 
neering. The  way  we  build  every  Mazda  not  only 
to  perform  right,  but  to  feel  right. 

It  starts  with  a  comfortable 
interior,  virtually  free  from  all 
distractions.  For  example,  the  inno- 
vative climate  control  does  much  more  than 
regulate  the  temperature.  A  sensor  on  the  dash 
actually  monitors  sunlight  in  the  cabin— which 
can  make  you  feel  warmer— and  automatically 
adjusts  the  air  conditioning  to  compensate. 

To  insure  peace  and  quiet,  80  engineers  spent 


eight  months  identifying  and  eliminating  sources 
of  unwanted  squeaks  and  rattles. 

However,  there's  a  little-known  fact  our  engi- 
neers know.  To  a  driver,  the  only  thing  more 
discomforting  than  unwanted  noise  is  total  silence. 
So  instead  of  engineering  all 
sound  out,  they  actually 
made  certain  those  sounds 
which  make  the  driving  ex- 
perience pleasurable  stay  in. 

Of  course,  you'll  discover 
that  most  of  these  sounds 
emanate  from  the  3.0-liter, 
V6  engine.  With  190  horse- 
power, it  quietly  elicits  an 
unspoken  trust.  A  trust 
enhanced  by  four-wheel  anti- 
lock  brakes. 

Our  concern  for  the 
driver's  well  being  doesn't 
stop  here,  either. 

The  patented  Mazda  E-Link  rear  suspension 
assures  that  virtually  any  maneuver  you  under- 
take will  be  executed  with  exacting  grace.  This 
remarkably  advanced  system  offers  many  of  the 

benefits  of  four-wheel 
steering,  but  without 
its  added  weight. 
Still,  when  all  is  said  and 
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The  Most  Important  Safety  Feature 
Of  Any  Car  Is  The  Driver. 


done  the  Mazda  929  S  is, 
above  all,  an  elegant  luxury 
sedan.  Lavishly  appointed 
with  creature  comforts. 

And  generously  endowed  with  standard  features 

that  are  anything  but  standard. 

Yet  when  you  consider  that  a  cc:>mfortable 

driver  is  a  safer  driver,  perhaps  this  kind  of 


luxury  ought  to  be  considered  a  necessity. 

36-MQNTH/50,000-MILE  WARRANTY 
No-deductible,  "bumper- to-bumper"  protection. 
See  your  dealer  for  limited  warranty  details.  For 
information  on  any  new  Mazda  car  or  truck,  call 
toll-free,  1-800-345-3799. 


ItJust  Feels  Right; 
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rest  of  Asia  as  well. 

"Recently,  more  and  more  wives 
working  has  led  to  increased  reliance 
on  convenience  foods,"  says  Yuzaburo 
Mogi,  Kikkoman  Executive  Managing 
Director  and  board  member  "But  at  the 
same  time,  the  family  is  likely  to  have 
a  much  more  luxurious  meal  on  the 
weekend,  when  time  is  not 
so  short. 

"So  we  are  seeing  these  two  distinct 
trends  in  the  marketplace.  Not  only 
are  we  making  soy  sauce,  but  a  range 
of  sauces,  such  as  teriyaki  sauce, 
sukiyaki  sauce  and  others,  which  are 
aimed  at  both  market  trends." 

As  Japanese  eating  habits  become 
more  westernized,  so  too  are  Asian 
foods  becoming  more  common  in  the 
U.S.,  which  is  good  news  for  Kikkoman, 
since  it  operates  a  large  soy  sauce 
plant  there. 


One  of  Kikkoman's  biggest  single 
recent  moves  was  the  decision  to  buy 
most  of  the  Asian  operations  of  Del     - 
Monte.  The  reason  was  simple  enough. 
"We  began  developing  the  Del  Monte 
name  here  in  Japan  in  the  1960s,"  says 
Mogi,  "and  we  did  not  want  to  see 
our  investment  of  money  and  time 
lost.  So  we  bought  its  operations  in 
most  of  Asia  and  the  Pacific  when 
they  were  offered  to  us." 

The  potential  of  these  businesses 
is  still  being  assessed,  but  don't  be 
surprised  to  see  Kikkoman  working  to 
broaden  its  presence  in  the  region. 

Kikkoman  is  already  in  a  soy  sauce 
joint  venture  in  Taiwan,  and  its  name 
is  well  known  throughout  the 
region. 

For  some  time  now,  Kikkoman  has 
operated  a  soy  sauce  plant  in  the  U.S., 
which  now  ranks  as  one  of  the  largest 


Only  one  hotel  in  Tokyo  has  a 
400'year-old  decompression  chamber. 
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Tokyo  is  one  incredibly  fast-paced  city. 
But  you  can  still  get  away  from  it  all.  Just 
stay  at  The  Hotel  New  Otani.  And 
escape  the  pressures  of  the  fast  lane  in 
our  10-acre,  400-year-old  Japanese 
garden.  Over  the  years,  leaders  of 
industry  and  government  from  many 


nations  have  walked  its  peaceful 
pathways.  The  New  Otani.  There  really 
is  no  place  like  it. 


FOR  RESERVATIONS  AND  INFORMATION 
Toll-free  (800)  421-8795  (VS.  &  Canada). 
(800)  252-0197  (in  CAonly) 

Lo»  Angeles  Tel:  (213)  629-1 1 14 
New  York  Tel.:(2l2|  i08-7491 
London  Tel.:  (071)  7M-423I  ~  3 
Hong  Kong  Tel.:  5292723 
Tokvo  Tel.:(03)326S  Mil 


HOTEL  NEW  OTANI 

There's  no  Dlace  like  it. 


LOS     ANGELES     •     HONOLULU     •     SINGAPORE 


soy  sauce  plants  in  the  world.  Succes- 
sive increases  in  capacity  have  boosted 
production  four-fold  over  the  past  two 
decades. 

Kikkoman,  too,  operates  a  modest 
chain  of  Japanese  restaurants  in 
Europe,  giving  it  the  opportunity  to 
show  its  wares.  But  this  is  not  a  one- 
way street,  since  Kikkoman  has  played 
a  big  role  in  developing  the  market  for 
Beaujolais  wine  in  Japan,  which  has 
expanded  at  a  fever-pitch  pace. 

FASHIOiSi 

AND 

IMAGE 


nnovation  has 
underwritten  Brother  Industries, 

Ltd.'s  expansion  as  operations  have 
spread  from  sewing  and  knitting 
machines  to  office  products  and  be- 
yond, and  it  is  a  skill  that  is  vital  as  the 
company  heads  into  the  1990s. 

Brother  Industries'  President 
Yoshihiro  Yasui  has  set  ambitious 
targets  as  he  seeks  to  build  on  changes 
implemented  over  the  past  few  years. 

"In  our  new  long-term  business  plan, 
we  are  basically  emphasizing  two  main 
areas— fashion  and  image. 

"In  the  fashion  field,  demand  is 
diversifying  radically  In  advanced 
countries,  for  example,  demand  is  for 
individual  styles  and  designs. 

"To  meet  this  change  we  are  working 
hard  on  a  new  apparel  system,  with 
some  success  so  far  This  total  apparel 
system,  which  consists  of  a  sketching 
system,  CAD-CAM,  a  production  line 
control  system,  hanger  conveyors  and 
a  variety  of  sewing  machines,  allows 
for  real  time  control  and  responds 
flexibly  to  individual  customer  needs. 

"In  the  imaging  field,  our  core  activity 
is  developing  and  producing  stand- 
alone output  machines.  This  includes 
not  only  typewriters,  but  also  printers, 
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Yoshihiro  Yasui 

Brother  Industries,  Ltd. 


facsimile  machines  and,  increasingly, 
graphics. 

"This  used  to  be  limited  only  to  black 
and  white,  but  now  we  have  color 
technology  as  well,  with  our  range  of 
color  photocopiers." 

Brother  Industries  has  well-recognized 
strengths  in' manufacturing,  which  is 
highly  integrated  vertically  The  key  to 
the  future,  long  term,  is  the  company's 
intense  R&D  effort. 

"Just  to  give  you  an  idea  of  the  level 
of  activity  under  way,"  says  Yasui,  "we 
have  well  over  2,000  patent  applica- 
tions per  year. 

"But  increasingly  the  trend  is  also  to 
forge  ties  with  foreign  groups  with 
specialized  skills  as  we  seek  to  develop 
new  areas  of  technology  In  France,  for 
example,  we  have  teamed  up  with 
Lectra  Systems  SA,  which  makes 
apparel-related  CAD-CAM  systems.  We 
also  have  a  tie  with  CF  Italy  a  mak- 
er of  attachments  for  industrial  sewing 
machines. 

"The  clear  trend  in  the  fashion  field 
in  recent  years  has  been  to  produce 
many  lots  with  small  runs  as  demand 
has  diversified.  So  the  new  technology 


we  are  working  on  is  very  important  in 
this  regard. 

"In  the  same  way,  we  have  tied  up 
with  Mead  Corporation  of  the  U.S., 
which  has  developed  special  paper 
for  color  copying.  Demand  for  color 
copiers  has  been  slow  to  grow  to  date, 
but  we  are  expecting  faster  growth 
from  now  on,"  Yasui  says. 

Brother  already  has  a  broad  range 
of  office  products,  from  a  variety  of 
printers  to  facsimile  machines  and 
word  processors— a  full  product  line 
which  has  evolved  from  the  original 
line  of  portable  typewriters  launched 
by  the  company  30  years  ago. 

"We  have  entered  a  new  phase, 
where  there  is  a  fusion  of  new  tech- 
nologies such  as  non-impact  and  color 
printing  with  our  traditional  tech- 
nologies," says  Yasui.  "This  course  will 
be  the  key  focus  for  us  in  the  decade 


ahead." 

While  Japan  is  often  criticized  for 
the  size  of  its  trade  imbalance,  when 
Forbes  met  with  Brother  Industries' 
Yasui,  the  company  had  just  received 
a  special  award  from  the  Ministry  of 
International  Trade  and  Industries 
(MITI)  for  importing  activities. 

"The  present  import  amount  is  y6 
billion  per  year  We're  targeting  Y10 
billion  by  1992,"  says  Yasui. 

SPREADING 

ITS 

WINGS 
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est  known  in 
the  U.S.  for  its  fax  machines,  Murata 
Machinery,  Ltd.  has  grown  rapidly 


PEOPLE  NOTED  FOR 
GIVING  THEIR  BEST 
USUALLY  EXPECT  IT 
IN  RETURN. 
THE  IMPERIAL 
IMPERATIVE. 


For  over  100  years  we've  lived  by  the  Japanese  tradition  of  hospitality,  providing 
the  finest  services  and  facilities  to  discriminating  guests  such  as  Madame  Pavlova, 
Jascha  Heifetz,  Charlie  Chaplin,  and  countless  dignitaries.  In  return, 
they  gave  us  our  reputation  as  the  hotel  of  hotels  throughout  Japan- 
imperative  for  its  consistent,  uncompromising  standards.  We're  still 
in  the  same  enviable  location— more  convenient  than  any  other  in  Tokyo.  And, 
as  we  celebrate  over  100  years  in  business,  the  world's  most  informed,  fastidious 
travelers  still  insist  on  the  Imperial  Hotel.  It's  the  Imperial  imperative. 


IMPE  RIAL    HOTEL 

TOKYO 


ThtfJfadii^HoldsaniKfWiM' 


New  York  office:  (212)  692-9001,  Los  Angeles  office:  (213)  627-6114. 
Or  contact  the  Imperial.  Tel:  (03)  3504-1111,  telex:  26816 IMPHO  J,  facsimile:  (03)  3581-9146. 
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It  may  seem  like  a  business  paradox,  but  some- 
times less  is  more. 
At  least  when  it  comes  to  adding  paper  and  toner 
to  the  new  Minolta  EP  8600  high-volume  copier 
Its  triple  barrel  toner  capacity  lets  you  produce 
up  to  50,000  copies  between  refills.  Or  almost     fe 
•double  that  of  any  other  machine  in  its  class. 
Now  that's  productivity  But  its  just  the 
begmning. 

With  Its  standard  paper  trays  and  an 
optional  large  capacity  tray  you  can  load  up  to 
4000  sheets.  And  get  a  lot  more  work  accom- 
plished. Especially  at  60  copies  a  minute. 

And  with  an  LED  help  screen,  you  can  access 
over  40  different  messages  and  solve  virtually  any 
copying  problem  at  the  touch  of  a  button, 

You  can  even  make  complicated  or  time-con- 
suming jobs  easier  with  the  optional  Minolta 
Intelligent  Commander  A  self-contained  editor 
and  control  panel  that  lets  you  program  and  store 


-Barbara  Qiampty 

I   different  operational  sequences  on  a  memory  card. 
Of  course,  the  EP  8600  also  has  the  kind  of 
innovative  features  you've  come  to  expect  from 
Minolta.  Automatic  duplexing.  Reduction  (up  to  61% 
of  original)  and  enlargement  (up  to  164%  of  onginal). 
Automatic  paper  and  magnification  selection. 


^_^^^_— : 


And  dual  original  copying  for  producing  your  own  booklets. 

Clearly  if  you  want  to  get  more  out  of  work,  the  Minolta 
EP  8600  could  be  just  the  kind  of  input  you've  been 
looking  for  So  call  1-800- USA -DIAL,  Ext.  777 
for  the  Minolta  dealer  nearest  you.  ^^^ 

COPIERS  ^P^ 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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Global  Connections,  Strength  Where  You  Need  It 

Financial  Science 

The  rapidly  changing  worlds  of  finance  and  capital  make  predictions  difficult. 
But  one  thing  is  clear,  computerized  financial  analysis  is  here  to  stay. 


Yamaichi's  Financial  Science 
now  features  an  integrated  financial 
information  system — Integral-25 — 
that  combines  the  power  of 
advanced  market  and  mathemati- 
cal theories,  global  database  access 
and  personal  computer  flexibility. 

Yamaichi's  Financial  Science 
system  has  applications  in  every 
field  of  Yamaichi's  activities. 
From  corporate  finance  and  M&A 
assistance  to  brokerage,  portfolio 


advice  and  fund  management, 
the  system  provides  greatly 
enhanced  decision-making 
support. 

For  example,  effective  asset 
management  is  possible  through 
Integral-25's  stand-alone  functions 
designed  to  aid  asset  allocation 
into  global  markets  and  curren- 
cies, securities  analysis  and  evalu- 
ation, portfolio  management, 
risk  management  and  hedging. 


Financial  Science  is  one  more  reason  why, 

around  the  world,  around  the  clock,  Yamaichi  is  a  one-stop  source  of  strong, 

vigorous  and  innovative  international  financial  services. 


YAiVlAICHI 

YAMAICHI     SECURITIES 

Yamaichi  Securities  Co.,  Ltd.:  Tol<yo,  Japan  Tel:03-3276-3181  Telex:J22505  YAMAYORK 

Yamaichi  International  (America),  Inc.:  New  York  Tel:212-912-6400  Telex:233738,  232357  YNY  UR  Chicago  Branch:  Tel  31 2-930-91 33  Telex;4330169  YAMACH 

Los  Angeles  Branch:  Tel:213-626-0401  TelexTWX910-321-3890  YAMA  SECU  LA  San  Francisco  Branch:  Tel  41 5- 781 -5591 

Montreal,  Toronto,  London,  Amsterdam,  Frankfurt/Mam,  Pans,  Zurich,  Geneva,  Lugano,  Milano,  Madrid,  Bahrain,  Hong  Kong,  Singapore,  Bangkok, 

Jakarta,  Beijing,  Shanghai,  Seoul,  Sydney,  Melbourne 
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as  it  has  developed  labor-saving 
machinery. 

Now,  building  on  its  success  with 
facsimile  machines,  Murata  is  intent  on 
muscling  further  into  the  communica- 
tions sector  as  well.  "Next  will  be  the 
cellular  phone,"  asserts  Junichi  Murata, 
President  of  the  company. 
"Our  target  is  communications 
equipment. 

"The  20th  century  was  the  century 
of  machines  and  mass  production.  But 
the  next  century  will  be  much  more 
humane— and  the  key  here  will  be 
communications.  This  is  a  two-way 
process,  since  the  telephone  line  will 
soon  be  digitalized  while  the  product 
range  of  wireless  systems  will  gradually 
increase.  Terminals  will  get  smaller, 
and  combining  equipment  will  become 
more  important  as  well." 

Launched  as  a  maker  of  labor-saving 
textile  equipment,  Murata  Machinery 
has  expanded  successfully  into  machine 
tools,  factory  automation  systems 
and,  most  recently,  communications  - 
equipment. 

Compared  with  the  giants  of  Japa- 
nese industry,  Murata  may  be  only  a 


medium-sized  company,  with  revenues 
approaching  $1.5  billion.  But,  its 
smaller  size  gives  it  flexibility— a  key 
advantage  as  technological  change 
quickens  and  product  cycles 
shorten. 

"Large  companies  take  in  over  800 
engineering  graduates  a  year,  but  with 
so  many  new  employees,  it  is  hard  to 
make  quick  decisions,"  Murata  says. 
"We  have  only  around  200  engineers 
in  the  fax  division,  whom  we  divide 
into  teams  of  between  five  and  seven 
people.  Then,  we  give  them  a  special 
project  to  complete.  With  the  smaller 
groups,  they  have  greater  impact  and 
can  see  the  results  of  their  work  very 
quickly." 

A  short-term  target  at  Murata  is  to 
add  to  its  success  in  the  business  mar- 
ket for  facsimile  machines  by  develop- 
ing the  home  market  for  simpler  faxes. 
"The  home  market  is  just  opening," 
Murata  says,  "and  we  are  quite  strong 
here.  It  is  a  very  price-competitive  mar- 
ket, but  demand  will  grow  quickly  in 
the  U.S.  and  Europe,  as  well  as  here 
in  Japan." 

Unlike  many  Japanese  companies, 
when  Murata  entered  the  U.S.,  the 
company  was  adamant  that  its  Ameri- 
can affiliate  be  managed  solely  by 
Americans.  Murata  expressed  bewilder- 
ment at  how  Japanese  companies  can 
hope  to  succeed  otherwise. 

Like  many  of  Japan's  new  breed  of 
emerging  companies,  success  at  Murata 
Machinery  has  been  hard-won,  requir- 
ing persistence  over  the  long  haul. 
Murata,  for  example,  first  began  mak- 
ing facsimile  machines  almost  20  years 
ago,  when  demand  was  in  its  infancy. 
Its  long-standing  efforts  to  refine  the 
technology  and  build  distribution 
channels  have  clearly  paid  off. 

It  took  many  years  for  this  business 
to  become  profitable.  Murata  recalls 
similar  experiences  with  the  machine 
tool  business,  which  also  took  several 
years  to  become  profitable. 

"When  we  started  in  the  machine 


tool  sector,  we  ran  up  losses  for  the 
first  five  years,"  he  says.  "At  the  time, 
we  couldn't  go  to  the  banks  for  any 
more  money,  so  we  were  forced  to 
mortgage  the  family  home.  But  in  the 
U.S.  these  days,  if  a  business  is  losing 
money,  it  is  soon  sold  off." 

Murata  went  to  business  school  in 
the  U.S.  and  feels  keenly  the  gradual 
erosion  of  the  competitive  edge  in  the 
U.S.  "U.S.  society  is  competitive,  and 
very  tough,"  he  says.  "The  U.S.  pro- 
duces world-class  sportsmen,  but  so 
many  of  the  corporate  names  we  knew 
so  well  in  textile  machinery,  for  exam- 
ple, have  gradually  disappeared." 

GLOBAL 

BUSINESS 

PARTNER 


,f  anything,  global 
deTiand  for  funds  during  the  1990s 
is  likely  to  increase  as  countries  both 
in  Asia  and  Eastern  Europe  work  to 
improve  their  infrastructure. 

And  Yamaichi  Securities  Co.,  Ltd., 
with  its  network  in  the  Japanese  and 
foreign  capital  markets,  is  positioned  to 
play  a  key  role.  "As  private  spending 
has  risen,  Japan's  savings  rate  has 
declined  slightly  in  recent  years,"  says 
Deputy  President  Hitoshi  Ishihara. 
"But  over  the  next  few  years,  this 
trend  will  start  to  reverse  itself." 

As  a  result,  Japanese  funds  will  con- 
tinue to  be  a  key  resource  for  inter- 
national borrowers.  During  the  second 
half  of  the  1980s,  Yamaichi  strength- 
ened its  operations  in  North  America, 
and  is  now  putting  the  finishing 
touches  on  its  Asian  network ,  where 
the  outlook  is  bright. 

"We  expect  average  economic 
growth  in  the  Asian  region  to  run  at 
a  minimum  of  five  percent  during  the 
1990s,  but  it  will  probably  average  be- 
tween seven  and  ten  percent  a  year," 
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An  Arizona  college  uses 

NEC's  big  business  technology  to  reach 

its  smallest  class. 


There  aren't  many  colleges  willing  to  go  the 
extra  mile  —  let  alone  more  —  to  help  two  students 
fulfill  their  graduation  requirements.  But  thanks 
to  NEC's  sophisticated  telecommunications 
equipment,  Maricopa  County  Community  Colleges 
have  put  music  majors  Correne  Lane  and  Casey 
Henry  in  a  class  by  themselves. 

To  graduate,  both  students  must  complete  a 
course  in  Music  Theory  held  on  a  campus  too  far  away  for 
either  to  reach.  But  with  NEC's  teleconferencing  technology,  Correne  and  Casey 
can  now  attend  class  three  times  a  week.  The  system's  two-way  communication 
capabilities  allow  them  to  see  and  hear  their  professor  while  he  watches  and 
listens  to  their  performances. 

In  addition  to  helping  the  college  bridge  the  gap  between  teachers  and  students, 
Maricopa  is  also  using  other  NEC  interactive  equipment  to  keep  administrators  and 
educators  on  the  same  wavelength. 

At  NEC,  we're  constantly  coming  up  with  better  ways  to  bring  people  together 
You'll  find  our  computer  and  communications  products  in  corporations  large  and 
small.  In  public  and  private  institutions.  In  homes  across  the  country  Helping  people 
share  information  —  wherever  they  may  be. 

To  learn  more  about  NEC's  quality  products,  call  1-800-338-9549. 


NEC 


Quality  That  Proves  Itself. 


Communications  •  Computers  •  Electron  Devices  •  Home  Electronics 


When  youVe  building  in  Japan, 
talk  to  someone 
w^ho  knows  the 
neighborhood* 


Takenaka  Corporation  has  been  building  in 
Japan  for  380  years,  so  we  understand  a 
few  things  about  Japanese  neighbors— and 
Japanese  neighborhoods.  Over  the  years 
we've  mastered  the  subtleties  of  neighborly 
relations  as  well  as  the  complexities  of  the 
Japanese  real  estate  market  and  construction 
codes.  We've  also  mastered  the  art-  and 
science  of  high-quality  construction,  with  an 
integrated  systems  approach  that  covers 
every  detail  of  a  project,  from  site  selection 
and  design  to  post-completion  maintenance. 
Perhaps  that's  why  more  foreign  companies 
building  in  Japan  have  chosen  Takenaka  than 
any  other  construction  firm. 

So  when  you're  building  in  Japan,  choose 
Takenaka— we'll  help  you  feel  right  at  home 
in  your  new  neighborhood. 


Breaking  new  ground  in 
construction  and  engineering. 

S  TAKENAKA 

Planners,  Architects,  Engineers  &  Contractors 

TAKENAKA  CORPORATION 

21-l,Ginza  8-chome,Chuo-ku,  Tokyo  104,  Japan 

Phone;  03-542-7100  Fax;  03-545-9385  Telex;  TAKTOK  J261b7 


U.S.A.:  'Mcenaka  International  (USA)  Ltd,  New  York  Office:  757  Third  Avenue,  New  York,  NY  10017,  USA  Tel:  (212)759-,3375  Fax:  (212)758-7274 

Europe:  'Dikenaka  Europe  G.m.b.H.:  Ost  Strasse  10,  4000  Dusseldorf  1,  Germany  Tel:  (211)167940  Fax:  (211)1679444 

South  East  Asia:  Singapore  Representative  Office:  Room  18-04,  Wisma  Atria,  435  Orchard  Road,  Singapore  0923  Tel:  7375611  &  7323539  Fax:  7335991 
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Ishihara  says.  "There  are  many  pros- 
perous entrepreneurs  in  Asia,  but  there 
are  occasional  problems  with  a  lack  of 
disclosure  and  the  like.  We  are  work- 
ing with  local  authorities  to  overcome 
many  of  these  problems  and  related 
issues,  such,  as  developing  ratings 
systems." 

"Governments  in  the  region  are  now 
planning  to  privatize  public  corpora- 
tions, and  we  would  like  to  use  the 
expertise  we  have  accumulated  in  this 
and  related  areas.  We  have  done  some 
work  with  the  Asian  Development 
Bank,  for  example,  in  capital  market 
development,  and  have  teamed  up 
with  them  and  local  partners  to  form 
a  special  venture  in  Indonesia." 

Like  many  of  Japan's  financial  groups, 
Yamaichi  Securities  is  anxiously  watch- 
ing events  unfold  in  both  Eastern 
Europe  and  the  Soviet  Union.  "We  are 
observing  the  trend  toward  a  market 
economy  in  these  areas  and  while 
progress  in  the  short  term  will  not  be 
easy,  over  the  longer  term  we 
expect  to  see  considerable  progress," 
Ishihara  says. 

"We  have  just  established  an  office 


in  Berlin,  which  we  will  use  as  our 
listening  post  for  gathering  informa- 
tion about  developments  in  this  region 
as  a  whole.  With  our  underwriting 
experience,  we  can  provide  expertise 
in  public  and  private  yen-denominated 
bond  issues  as  well  as  in  credit  services. 

"Then,  as  a  second  stage,  we  are 
also  targeting  investment  in  growing 
companies  before  they  go  public,  so- 
called  venture  capital  funding.  To  lay 
the  groundwork  for  this  service,  we 
are  now  searching  for  the  appropriate 
financial  organization  or  bank,  a  local 
entity  with  skills  in  evaluating  credit 
information  in  this  area,"  Ishihara 
concludes. 

PURSUIT 

OF 

QUALITY 
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ith  its  fourth 
U.S.  plant  now  in  operation,  Ricoh 
Company,  Ltd.  has  put  down  strong 
roots  in  the  U.S.  Still,  uppermost  in  its 
mind  is  the  goal  of  ensuring  that 
product  quality  is  retained. 

"Quality  is  most  important,"  says 
Ricoh's  President  Hiroshi  Hamada. 
"We  insist  on  maintaining  our  quality 
standards  wherever  we  produce. 

"We  are  quite  happy  to  localize  our 
production  activities,  parts  and  supplies, 
but  we  will  not  localize  our  attitudes 
to  quality." 

One  of  the  biggest  hurdles  Ricoh 
and  other  Japanese  OA  makers  face 
when  shifting  capacity  offshore  is  the 
difficulty  in  finding  local  suppliers  of 
parts  and  equipment. 

"In  the  U.S.,  sometimes  it  is  not  easy 
to  locate  suppliers  for  OA  products," 
admits  Ricoh's  Hamada,  "but  we  have 
gradually  found  potential  suppliers 
making  similar  products.  By  working 
with  them,  giving  them  our  drawings 
and  designs,  we  have  gradually  built 


up  our  local  supplier  base.  But  it 
takes  time. 

"If  you  want  to  establish  a  plant  with 
local  suppliers  right  from  the  start, 
it  will  take  years,"  he  says.  "So,  we  start 
with  a  relatively  simple  operation, 
gradually  increasing  the  sophistication 
and  the  supply  of  local  parts." 

At  the  same  time,  Ricoh  is  working 
on  a  multipolar  approach  to  its  global 
production  plans.  "One  model  would 
be  produced  in  the  U.S.  and  exported 
to  Japan  or  to  Europe,"  Hamada  says. 
"And  another  model  would  be  manu- 
factured in  Europe  and  exported  to 
other  countries. 

"What  I  envisage  is  a  policy  within 
the  Ricoh  group  worldwide  of  produc- 
ing the  right  products  in  the  right 
place,"  Hamada  says.  "We  have  divided 
the  world  into  four  polar  divisions- 
North  America,  Europe,  Japan  and  Asia. 

"Maybe  it  will  take  three  to  four 
years  to  achieve,  but  we  will  adjust 
production  according  to  the  best  mix 
of-locations,  and  then  export  products 
from  each  base." 

While  working  hard  to  broaden  its 
production  base  with  new  plants 
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WriH  THE  NEAREST  REPAIR  CENTER 

17  MONTTiS  AWAY,  ITS  NO  WONDERTHE 

USS  GEORGE  WASHINGTON  WILL  G^RRY 

MURATA  FAX  MACHINES. 


Christened  last  summer,  she's  the 
largest,  most-advanced  aircraft 
carrier  in  the  world.  When  she  sets 
sail  next  year,  she'll  be  able  to  sail 
for  over  a  year  at  a  time  without 
returning  home.  Aboard  will  be 
over  5,000  people.  More  than  a 
hundred  fighter  planes.  And,  of 
course,  Murata  fax  machines.  So,  if 
you're  looking  for  a  dependable  fax 
machine  for  your  home  or  office, 
rertiember  there's  only  one  good 
enough  to  serve  here.  Murata. 
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MURATA 

ForlheMost  Important  Business 
In  The  World.  Yours." 


For  more  information,  call  1-800-543-4636 
or  outside  the  US.,  (214)  403-3300 
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launched  over  the  past  few  years  in 
the  U.S.  and  Europe,  Ricoh  has  actively 
pursued  new  product  development. 

"DPS,  or  data  processing  systems, 
has  been  the  buzzword  in  office  auto- 
mation for  the  past  20  to  30  years," 
says  Hamada.  "But  now,  we  are  enter- 
ing what  I  call  the  IPS  era— image 
processing  systems— a  generic  term 
for  the  next  generation  systems  which 
are  now  appearing." 

Ricoh  has  impressive  competitive 
strength  in  copiers,  fax  machines  and 
a  broad  array  of  printers.  Now,  systems 
are  emerging  to  mesh  all  three.  Hamada 
gives  one  example  of  what  will  soon 
be  possible. 

"At  a  recent  business  show  in  Tokyo, 
our  most  popular  exhibit  was  a  paper- 
less fax,"  he  says.  "A  fax  is  basically  a 
remote  copier— it  transmits  an  image 
of  a  document  from  here  to  some- 
where else. 

"A  paperless  fax  permits  the  direct 
inputting  of  the  data  into  a  computer, 
so  it  is  first  read  on  the  computer 
screen,  and  filed  using  an  optical 
storage  system,  with  a  print-out  taken 
at  a  later  stage,  if  necessary." 

MEETING 

THE 

CHALLENGE 

«i 

n  old  Chinese 
literature,  there  were  many  references 
to  the  sheer  bulk  of  recorded  materi- 
als," says  Hitachi,  Ltd.'s  President 
Katsushige  Mita.  "In  that  era,  if  you 
wanted  to  record  something,  you  had 
to  use  wood  or  bamboo.  One  book 
was  so  heavy  that  you  needed  a  cow 
to  carry  it  and  a  house  with  a  high 
ceiling  to  store  it. 

"The  same  holds  true  even  now.  For 
example,  library  space  is  no  longer 
enough  to  store  all  of  the  printed  mat- 
ter being  published.  But  one  optical 


disc  can  store  220,000  pages  of 
material." 

While  it  is  not  commonly  recognized 
that  Hitachi's  Mita  is  well-versed  in 
Chinese  literature,  a  recently  com- 
pleted project  to  organize  a  fully  elec- 
tronic data  storage  and  retrieval  system 
for  the  Japanese  Patent  Office  gave 
Mita  plenty  of  opportunity  to  ponder 
the  old  Chinese  references. 

This  project,  one  of  the  biggest  of 
its  kind  ever,  gave  Hitachi  the  chance 
to  demonstrate  its  latest  technology  in 
data  storage.  "All  patent  applications 
dating  from  1885  to  the  present  have 
now  been  stored  with  immediate 
recall  available,"  Mita  says  proudly 

At  the  core  of  the  Hitachi  group  are 
the  accumulated  skills  of  one  of  the 
largest  single  groups  of  engineers  any- 
where in  the  world.  Hitachi's  technical 
strengths  are  daunting. 

As  a  result,  Hitachi  was  able  to  unveil 
recently  one  of  the  fastest  mainframe 
computers  in  the  world,  while  also 
ensuring  it  is  in  the  forefront  of  devel- 
opments in  both  the  semiconductor 
and  superconductivity  areas  of  re- 
search, to  name  just  two. 

So  is  there  less  creativity  in  Japan 
than  in  the  U.S.?  "I  don't  think  so,"  says 
Mita,  "but  I'd  like  to  consider  this  in  a 
slightly  different  way 

"Japan  is  very  specialized,  with  a 
customized  approach  to  systems  and 
solutions.  My  colleagues  and  I,  for 
example,  still  buy  tailor-made  shirts 
and  suits.  But  in  the  U.S.,  a  wide  range 
of  sizes  are  available,  and  suits  are 
bought  off  the  rack. 

"The  same  holds  true  for  software. 
Japan  is  very  good  at  developing  soft- 
ware for  a  specific  bank,  for  example, 
which  cannot  be  used  more  generally 
The  U.S.  is  good  at  developing  general 
purpose  software,  which  may  not  meet 
all  of  a  company's  specific  needs." 

In  the  second  half  of  the  1980s, 
Hitachi  spent  heavily  to  boost  capacity 
in  the  semiconductor  field,  and  the 
company  is  convinced  that  this  sector 


wilt  remain  vital  to  its  longer-term 
fortunes. 

"In  the  semiconductor  field  in  general, 
it  is  clear  that  work  will  continue  to 
raise  capacity,  with  demand  continuing 
to  rise  as  prices  fall  further,"  says  Mita. 

"Take  the  electronic  diary.  Capacity 
is  being  steadily  increased,  which  will 
help  extend  its  range  of  uses.  Similarly 
with  the  TV  set.  At  present,  none  has 
any  memory  capacity  but  this  will 
change  as  new  technology  permits  an 
improvement  in  quality  In  the  process, 
TVs  will  become  major  users  of 
microchips." 

Like  many  Japanese  companies, 
Hitachi  has  invested  heavily  in  the  U.S. 
in  the  past  few  years.  "Now  we  are 
seeking  to  localize  our  operations  so 
that  we  can  more  readily  meet  the 
needs  of  the  local  market,"  Mita  says. 
"Important  in  this  shift  is  the  design 
process,  and  we  are  now  seeking  to 
move  this  to  local  production  centers. 

"It  is  no  longer  good  enough  to  do 
all  of  the  designing  in  Japan.  We  are 
moving  to  give  our  foreign  affiliates 
a  greater  sense  of  independence  from 
the  head  office,  which  is  also  forcing 
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Access 


For  the  inside  story  on  Japanese  business,  one  source  stands  above 
the  rest.  The  source  most  Japanese  business  leaders  consult  each 
and  every  day.  NIKKEI. 

NIKKEI  is  many  things  to  many  people.  It's  77?^  Nihon  Keizai 
Shimbun  (Japan's  leading  business  daily)  and  specialized  papers  in 
marketing,  finance  and  industry.  It's  realtime,  online  databases 
(in  both  English  and  Japanese).  It's  the  NIKKEI  Average,  a  daily 
price  index  of  the  top  stocks  on  the  Tokyo  exchange.  And  it's  The 
Japan  Economic  Journal,  a  weekly  English-language  newspaper 
that  focuses  on  Japanese  business.  Plus  much,  much  more. 

NIKKEI.  It's  the  business  information  network  that  offers  direct 
access  to  world-class  profits  for  years  to  come. 


NIKKEI 


Nihon  Keizai  Shimbun,Inc.  1-9-5  Otemachi,  Chiyoda-ku.  Tokyo  100-66,  Japan  Tel:  (031 3270-0251  Telex:  J22308  NIKKEI 

Nihon  Keizai  Shimbun  America,  Inc.  New  York  Office:  Suite  1802, 1221  Avenue  of  the  Americas,  New  York,  NY  10020  U.S.A.  Tel:  (212)  512-3600  or  1-81 

Los  Angeles  Office:  725  South  Figueroa  Street.  Suite  1515,  Los  Angeles,  CA  90017  U.S.A.  Tel:  (213)  955-7470 

Nihon  Keizai  Shimbun  Europe  Ltd.  London  Office:  Bush  House,  North  West  Wing,  Aldwych  London,  WC2B  4PJ,  U.K.  Tel:  (071)  379-4994 

Franiffurl  Office:  Kettenhofweg  22,  6000  Frankfurt/M  1,  Germany  Tel:  (069)  720214 

For  further  information  on  Nikkei,  just  fill  out  tfiis  coupon  and  mail. 

Planning  &  Development  Dept.,  Projects  Development  Bureau,  Nihon  Keizai  Shimbun,  Inc.,  1-9-5  Otemachi,  Chiyoda-ku,  Tokyo  100-66,  Japan 
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them  to  look  more  closely  at  further 
integration  with  local  suppliers  and 
the  like." 

BUILT-IN 
FLEXIBILITY 


I 

X.he 


»he  information 
age  is  reaching  Japan's  hotel  industry, 
with  one  operator,  the  Hotel  Okura, 
seeking  to  further  upgrade  its  com- 
puter systems  to  ensure  that  the  pre- 
ferences of  guests  are  remembered 
and  that  rooms  are  prepared  to  cater 
to  every  need, 

"With  over  1,000  guests  a  night, 
we  cannot  rely  on  our  memory  any 
more,"  says  Managing  Director  Goro 
Yamazaki.  "For  us,  recognition  and 


the  correct  handling  of  guests  are  very 
important.  After  all,  the  most  effective 
advertising  is  word  of  mouth," 

And,  to  ensure  that  the  business 
guest  is  fully  catered  to,  communica- 
tions links  in  all  rooms  are  being  pro- 
gressively upgraded,  enabling  use  of 
PCs  and  the  like  in  each  room, 

"We  commit  every  room  to  be  a 
business  center,"  Yamazaki  says,  "so 
that  rooms  can  be  used  for  conducting 
business  as  well  as  for  resting,  with 
our  Executive  Service  Salons  as 
back-up." 


The  13th  Annual  Special  Japan  Supplement, 
1991  was  designed  by  Atsumi  Matsui,  101  Design 
Office,  Tokyo.  Typography  by  Timely  Inc.,  Tokyo. 
Photographed  by  Eiji  Miyazawa,  Tokyo. 
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FORBES  TO  CONTRIBUTE  TO  LITERACY  VOLUNTEERS 
OF  AMERICA 

Japanese  companies  in  America  have  an  impressive  record  as  committed  corporate 
citizens  in  the  communities  in  which  they  are  located.  In  keeping  with  their  ongoing 
concern  and  active  participation  in  helping  to  solve  grass-roots  social  and  civic 
problems  in  the  U.S.,  Forbes  will  donate  5%  of  the  net  advertising  revenues  derived 
from  this  supplement  to  Literacy  Volunteers  of  America.  The  donation  will  be  made 
in  the  names  of  the  Japanese  companies  that  support  the  1991  U.S. -Japan  Relations 
supplement  with  their  advertising  messages. 

Literacy  Volunteers  of  America,  for  which  the  nation's  First  Lady  Barbara  Bush 
serves  as  the  Honorary  Chair,  has  an  impressive  record  in  the  battle  against 
illiteracy — one  of  the  most  challenging  problems  in  this  country. 

"My  long-standing  concern  about  the  need  to  build  a  more  literate  America  is 
as  strong  as  it  has  ever  been,  and  so  is  my  deep  admiration  and  support  for  Literacy 
Volunteers  of  America  .  .  .  LVA  knows  that  concerned,  well-trained  volunteers  can 
make  a  difference".  ,     " 

—  Barbara  Bush 
Honorary  Chair, 
National  Advisory  Council  of 
Literacy  Volunteers  of  America,  Inc. 
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Computers/ 
Communications 


Most  chip  companies  make  their  money  on 
leading  edge  products.  Lansdale  Semicon- 
ductor thrives  on  the  trailing  edge. 

Buggy  whip  chips 


By  Kathleen  K.  Wiegner 

Tl  HE  PROBLEM  is  all  too  familiar. 
The  blender  you  bought  ten 
years  ago  or  the  tv  set  in  the 
spare  room  needs  a  new  part.  Sorry, 
the  repairman  says,  they  don't  make 
those  anymore. 

The  military,  for  all  its  billions  of 
dollars  to  spend,  has  exactly  this  prob- 
lem when  it  needs  electronic  parts  for 
its  airplanes,  missiles  and  torpedoes. 
The  company  that  made  the  original 
chips  may  no  longer  be  making  them. 

One  of  Intel's  first  general-purpose 
microprocessors,  the  8080,  was  intro- 
duced in  1974.  It  went  on  to  become 
part  of  early  smart  products  like  traf- 
fic lights,  electronic  scales  and  blood 
analyzers.  Equally  important,  the 
8080  was  designed  into  some  critical 
military  hardware:  the  Hellfire  and 
Pershing  2  missiles.  Aegis  radar  sys- 
tems for  battleships  and  the  F-18 
fighter  plane. 

The  8080  reached  its  sales  peak  in 
1979  and  has  long  since  been  shoved 
aside  by  its  smarter  descendants,  the 
generations  being  spaced  only  four 
years  apart. 

Intel  discontinued  the  8080  in 
1987.  So  where  do  Department  of  De- 
fense officials  get  an  8080  when  they 
need  one  for  some  of  their  older  but 
still  usable  equipment? 

They  go  to  Lansdale  Semiconduc- 
tor, a  $6  million  (1990  sales)  company 
in  Tempe,  Ariz,  that  specializes  in 
making  the  buggy  whips  of  the  chip 
industry — or,  as  its  ads  say,  "We  make 
'em  the  way  they  used  to."  Last  spring 
Lansdale  bought  the  rights  to  maiju- 
facture  the  8080  from  Intel.  Intel 
threw  in  wafers  with  8080s  etched  on 
them  as  well.  When  defense  contrac- 


tor Allied  Signal  needed  some  8080s 
recently,  it  called  Lansdale. 

Lansdale's  opportunity  lies  in  the 
great  disparity  between  commercial 
and  military  product  life  cycles.  The 
average  computer  may  be  replaced  ev- 
ery 5  to  7  years,  and  that  time  is 
getting  shorter.  Military  systems  are 
typically  built  to  last  20  or  25  years.  It 
is  a  lot  harder  to  redesign  a  fighter 
plane  than  a  Sun  workstation.  The 
Phantom  F-4,  still  in  use,  was  de- 
signed in  the  late  1950s.  Hazeltine 
Corp.  still  buys  discontinued  Signet- 
ics  chips  from  Lansdale  for  a  radar 
display  Hazeltine  began  making  at 
least  15  years  ago. 

Lead  times  are  so  long  for  a  new 
military  system  that  by  the  time  it  is 
designed,  approved  by  Congress  and 


funded  to  begin  production,  the  chip 
company  whose  parts  were  in  the 
original  design  may  be  ready  to  move 
on  to  other  things.  Many  of  the  cru- 
cial components  of  the  on-again,  off- 
again  Bl-B  bomber  were  obsolete  even 
before  it  went  into  production.  The 
military  accounts  for  only  10%  of  to- 
tal chip  sales,  not  enough  to  sustain 
production  when  commercial  de- 
mand flags. 

Suppliers  usually  let  the  Pentagon 
know  when  they  are  about  to  discon- 
tinue products,  giving  the  Defense 
Electronic  Supply  Center  time  to  buy 
a  lifetime  supply.  Rochester  Electron- 
ics, based  near  Boston,  also  buys  ex- 
cess inventories  for  resale.  The  diffi- 
culty with  buying  in  anticipation  of 
future  needs  comes  in  estimating  just 
how  many  parts  will  be  needed.  Take 
the  logic  chip  Motorola  supplied  to 
Boeing  for  the  awac,  a  flying  radar 
station.  The  Pentagon  bought  enough 
to  support  its  existing  fleet  when  Mo- 
torola discontinued  the  part.  But  un- 
expected new  sales  to  Saudi  Arabia 
and  Germany  used  up  that  supply. 
The  Navy  was  reluctantly  forced  to 
produce  the  parts  itself. 

Lansdale  started  25  years  ago  when 
its  founder,  Edward  Pincus,  envision- 
ing what  he  called  "aftermarket  tech- 
nology," bought  a  germanium  transis- 
tor product  line  from  Philco-Ford. 
The  company  picked  up  another  ger- 
manium transistor  line  from  Motor- 
ola in  1976,  and  in  1984  bought  a 
small  fabrication  plant  in  Santa  Moni- 
ca, Calif,  from  Ampex. 

Like  the  parts  it  makes,  the  Santa 
Monica  plant  is  itself  something  of  an 
antique.  Whereas  state-of-the-art  chip 
plants  use  the  metal  oxide  on  silicon 
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process  on  8-inch  wafers  with  parts 
etched  in  1 -micron  Hnes,  Lansdale 
uses  an  older  process  and  larger  3- 
micron  lines.  It  supplies  more  than 
1,500  hard-to-find  chips  originally 
made  by  such  companies  as  Motorola, 
National  Semiconductor,  Signetics, 
Raytheon  and  Intel. 
"I  can  raise  prices  and  make  a  profit 


because  I  am  often  the  sole  supplier," 
says  R.  Dale  Lillard,  Lansdale's  presi- 
dent and  current  owner.  Lillard,  40, 
joined  Lansdale  in  1980  after  time  at 
Motorola  and  Fairchild.  In  1987  he 
bought  the  company  in  an  lbo  using 
Small  Business  Administration  and 
bank  financing. 

When  Lansdale  takes  over  an  obso- 
lete part.  It  tries  to  get  the  tooling 
from  the  manufacturer,  as  well  as  the 
customer  list,  the  mask  sets,  process 
specifications  and  any  excess  inven- 
tory. Royalties  to  the  original  manu- 


facturer run  around  5%  of  revenues. 
With  low  capital  costs  and  nonexis- 
tent development  costs,  Lansdale  is  a 
low-cost  producer.  "I  am  structured 
for  low  volume,"  says  Lillard,  whose 
average  order  runs  $20,000  to 
$25,000.  "I  price  based  on  what  it 
costs  me  to  manufacture." 

The  faster  the  product  cycle  goes  on 
new  products,  the  happier  Lillard  be- 
comes. Says  he:  "I  march  up  the  back 
end  of  the  product  cycle.  Unlike  oth- 
ers in  the  electronics  industry,  I  know 
what  I'll  be  making  in  ten  years." 


Need  software  to  keep  sales  pitches,  irrele- 
vancies  and  crank  messages  out  of  your 
electronic  in-basket?  Help  is  on  the  way. 

Bozo  filters 


By  David  Cliiirlnick 


ELECTRONIC  MAIL  iS  3  godscud 
to  users  of  personal  computers 
who  either  own  a  modem  or 
are  hooked  into  a  corporate  network. 
News  items,  changes  in  corporate  pol- 
icy, announcements,  requests  for  in- 
formation— all  can  be  zapped  from 
desk  to  desk,  floor  to  floor,  city  to 
city,  in  seconds.  But  E-mail  is  also  a 
curse.  Your  mailbox  may  so  overflow 
with  advertising  solicitations  and 
self-serving  publicity  that  wading 
through  them  to  find  the  messages 
you  want  can  take  hours. 

Help  is  at  hand,  courtesy  of  two 
Boston-area  software  firms  that  plan 
to  market  what  network  experts  call  a 
"bozo  filter."  Every  time  a  piece  of 
mail  from  someone  you'd  rather  not 
hear  from  or  whose  message  is  of  no 
interest  enters  your  box,  the  filter  rec- 
ognizes the  name  of  the  sender  and 
automatically  deletes  the  message. 

A  Cambridge  startup.  Beyond  Inc., 
is  working  on  a  filter  along  the  lines  of 
a  smart  electronic  executive  assis- 
tant. You  train  it  to  watch  for  mes- 
sages from  the  boss  and  sort  them  into 
a  "folder"  marked  "Urgent!"  You 
train  it,  by  example,  to  recognize  the 
sort  of  message  that  you  don't  want  to 
see  on  your  screen;  perhaps  messages 
from  certain  sources,  messages  con- 
taining  phrases    suggestive   of   junk 


mail  ("free  kitten,"  "you  have  been 
specially  selected  .  .  .  ")  or  messages 
simultaneously  distributed  to  every- 
one else  on  the  network. 

The  Beyond  product,  called  Beyond- 
Mail,  should  be  ready  sometime  in 
1991  at  a  price  between  $200  and 
$300.  The  software  is  based  in  part  on 
technology  developed  at  the  Massa- 
chusetts Institute  of  Technology  by 
Professor  Thomas  Malone,  head  of 
the  school's  Center  for  Coordination 
Science.  Malone's  technology,  known 
as  the  Information  Lens,  originally 
ran  on  expensive  Xerox  machines  that 
can  understand  lisp,  a  fairly  obscure 
language  designed  for  artificial  intelli- 
gence. Beyond  has  developed  a  similar 
system  to  run  on  iBM-compatible  pcs. 

BeyondMail  assists  the  process  of 


sorting  mail  by  providing  basic  forms, 
with  fields  defined  in  an  electronic 
"envelope"  for  the  sender's  name, 
date  of  transmission,  sub- 
ject matter  and  stated  ur- 
gency. A  telephone  recep- 
tionist attached  to  your 
network  can  take 
phone  messages  on 
one  of  these  forms. 
Electronic  message 
slips,  of  course,  are 
easier  to  sort  than  mes- 
sages on  pink  paper. 

The  second  component  of  Beyond- 
Mail  is  a  simpleminded  artificial  in- 
telligence program  that  helps  the 
user  establish  rules  for  sorting 
messages  by  subject  matter  and 
ranking  them  in  importance.  The 
user  builds  rules  from  variables  and  a 
dictionary  of  key  words  and  names. 
Working  from  the  handling  of  one 
message — Smith  in  accounting  wants 
financials — the  system  can  then  clas- 
sify all  messages  from  Smith  contain- 
ing the  words  "need"  and  "numbers," 
as  "financial  requests."  Users  can  also 
construct  rules  from  logical   condi- 
tions: If  the  message  is  from  the  legal 
department  and  is  longer  than  one 
page,  mark  it  urgent. 

Agility  Systems,  Inc.  in  Waltham, 
Mass.  has  developed  a  rival  system 
called  Wijit  that  also  runs  on  ibm  pcs 
but  only  under  Microsoft  Windows. 
Where  BeyondMail's  strength  is  in 
the  E-mail  equivalent  of  screening 
calls,  Wijit  is  the  software  equivalent 
of  a  research  assistant.  WiJit  can  dive 
into  pools  of  information,  such  as 
news  wires  or  electronic  databases, 
and  grab  information  needed  by  the 
user.  Agility  says  it  will  introduce 
WiJit  in  January;  a  price  has  not  yet 
been  determined. 

With  private  corporate  E-mail  sys- 
tems being  interconnected  to  public 
wide-area  networks  such  as  mci  Mail 
and  Easy  Link,  traffic  at  the  electronic 
post  office  is  growing.  That  makes 
devices  that  take  the  clutter  out  of 
mailboxes  ever  more  valuable.  ■ 
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In  today's  financial  markets,  what 
you  don't  know  can  hurt  you. 

Which  is  why  you  should  know 
about  Dialog^  the  world's  most  com- 
prehensive online  information  service. 

With  news,  numbers  and  analysis 
from  sources  like  Dun  &  Bradstreet,' 
Standard  &  Poor's*  and  Knight- Ridder 
MoneyCenter,"  Dialog  cuts  through 
the  clutter  to  give  you  just  the  facts 
you  need.  Anytime  you  need  them. 

And  now  we  want  to  give  you 
something  else. 


It's  our  Financial  Information  Kit  with 
a  free  demonstration  password— avail- 
able if  you  call  800-334-2564  now. 

Or  for  more  information,  simply  com- 
plete and  return  this  coupon  to:  Dialog 
Marketing  Department,  3460  Hillview 
Avenue,  Palo  Alto,  Calif.  94304. 

Then  start  making  some  history  of 
your  own. 


I    YES!  I  want  to  learn  how  to  make  my  own 
financial  history  using  Dialog: 


Name- 


Company. 
Title 


Address. 
City 


Bringing  you  the  world's  knowledge. 


INFORMATION  SERVICES,  INC 
A  Knight-Ridder  Company  IS6 


State - 


.Zip. 


I_ 


Phone. 


.Ext.. 


_l 


©  1990  Dialog  Information  Services,  Inc.  DIALOG  is  a  servicemark  of  Dialog  Infurmation  Services.  Inc..  Registered  U.S.  Patent  and  Trademark  office.  Dun  &  Bradstreet,  Standard  &  Poi 
Center  are  registered  trademarks  of  their  respective  holders.  ' 


,  and  Knight-Ridder  Money 


Random  Access 


Commentarv  by  Esther  Dyson 


HACKERS'  RIGHTS 


Mitchell  Kapor  is  something  of  a 
countercultural  type.  After  graduat- 
ing from  Yale  he  worked  succes- 
sively as  a  disc  jockey,  transcenden- 
tal meditation  teacher  and  psycho- 
logical counselor,  surely  disap- 
pointing his  parents.  Then  he 
became  one  of  the  most  successful 
business  tycoons  of  the  1980s.  He 
designed  the  famous  1-2-3  spread- 
sheet and  made  a  large  fortune  from 
Lotus  Development  Corp.  before 
leaving  in  1986. 

John  Perry  Barlow,  a  lyricist  for 
the  Grateful  Dead  band  who  calls 
himself  a  "cognitive  dissident," 
isn't  mainstream,  either.  This 
bearded  43-year-old,  who  wears 
cowboy  boots,  is  responsible  for  the 
lyrics  to  such  hits  as  the  anti-nucle- 
ar-weapons  "Throwing  Stones."  But 
don't  forget  that  the  Grateful  Dead 
is  one  of  the  most  skillfully  man- 
aged business  organizations  in  the 
rock  industry. 

Together,  these  two  rebels  with  a 
purpose  have  cofounded  and  partial- 
ly financed  the  new  Electronic 
Frontier  Foundation,  a  sort  of  Amer- 
ican Civil  Liberties  Union  for  elec- 
tronics. The  thesis  is  that  we  are  all 
potential  hackers — i.e.,  users  and 
beneficiaries  of  open  communica- 
tions networks.  The  foundation 
aims  to  lobby  for  laws  to  facilitate 
public  computer  networks,  and  to 
help  in  the  legal  defense  of  those  it 
considers  unjustly  charged  with 
computer  crimes. 

Kapor  and  Barlow  started  their 
foundation  after  being  separately 
visited  by  fbi  agents  in  seemingly 
broad-ranging,  unfocused  searches 
for  alleged  computer  criminals.  Just 
as  I  support  the  goals  of  the  aclu, 
without  agreeing  with  all  the  people 
it  protects,  so  do  I  support  the  Elec- 
tronic Frontier  Foundation,  with 
some  reservations  about  some  of 
the  people  it  protects — and  some  of 
those  who  support  it. 

"The  hackers  were  the  first  in  the 
line  of  fire,"  says  Kapor,  "but  now 
civilians  are  getting  it,  too.  If  a  bul- 


r.siher  IM'son  is  editor  and  publisher  of  the 
newsletter  Kelease  1.0. 


letin  board  is  seized  because  of  one 
hacker's  actions,  what  about  the 
rights  of  other  users?"  A  computer 
bulletin  board  is  a  collection  of  files 
that  anyone  equipped  with  a  mo- 
dem and  telephone  line  can  add  to 
or  download  from.  Hackers  may  use 
a  bulletin  board  to  spread  opinions, 
share  programs  or  send  messages. 
They  can  also  use  it  to  spread  virus- 
es and  share  illegally  obtained  cred- 
it card  numbers. 

Says  Kapor:  "To  consider  public 
networks  just  a  hacker  issue  would 
be  a  fundamental  barrier  to  progress 
in  setting  up  public  communication 
channels  for  the  next  century."  The 
First  Amendment  protects  my  right 
to  peaceably  assemble  in  protest  of 
government  policies.  Well,  a  bulle- 
tin board  is  the  way  a  computer- 
literate  society  assembles  for  a  re- 
dress of  grievances. 

The  eff's  goal  is  to  protect  not 
just  the  rights  of  hackers — that 
group  widely  perceived  as  antiso- 
cial, data-stealing,  intent  on  de- 
stroying public  or  private  property, 
and  so  forth — but  the  interests  of  all 
of  us  in  a  public  communications 
medium.  In  the  past,  the  First 
Amendment  protected  newspapers 
and  television;  now  it's  relevant  to 
networks  and  services  such  as  Com- 
puServe and  IBM/Sears'  Prodigy. 
"We're  setting  precedents  here," 
Kapor  argues.  "It  may  not  be  illegal 
to  do  what  Prodigy  is  doing" — re- 
stricting its  users  from  communi- 
cating with  advertisers  to  express 
their  dissatisfaction  with  Prodigy — 
"but  it's  dumb." 

The  Electronic  Frontier  Founda- 
tion doesn't  assert  that  there's  no 
such  thing  as  computer-based 
crime.  It  just  wants  to  make  sure 
that  the  rights  of  suspected  comput- 


er criminals  aren't  abused  just  be- 
cause the  rest  of  the  world  doesn't 
understand — and  may  fear — what 
they're  doing,  even  when  it's  com- 
pletely legitimate.  Although  I  have 
no  direct  experience,  I've  heard 
enough  from  friends  in  the  industry 
to  believe  that  government  agents 
are  occasionally  going  overboard  in 
their  actions  against  presumed 
computer  criminals.  Dressing  oddly 
and  being  antisocial  is  not  a  crime. 

Aren't  some  hackers  guilty  of 
trespassing  on  the  rights  of  others? 
Unfortunately,  yes,  but  not  all  with 
criminal  intent.  Many  of  them  just 
want  to  have  fun,  and  are  doing  de- 
structive things  with  no  malicious 
intent.  Says  Barlow,  "If  we  were 
dealing  with  tangible  objects  every- 
one could  understand,  we  wouldn't 
have  this  problem.  Joyriding  [is  a 
crime],  but  it's  not  grand  theft  auto 
larceny." 

So  we  should  make  a  distinction 
between  pranksters  and  larcenists 
and  not  tar  all  hackers  with  the 
same  brush.  They  may  only  be  de- 
signing games,  sending  messages  to 
friends,  writing  science  fiction — or 
even  building  useful  software  for 
sale  or  free  distribution.  Some  of 
these  hackers  have  opinions  on  in- 
tellectual property  that  I  disagree 
with,  but  as  long  as  they  don't  com- 
mit crimes,  they're  entitled  to  have 
and  promote  those  opinions. 

The  world  of  electronic  informa- 
tion is  a  new  frontier,  and  it  needs 
rules  and  civilization  before  it  gets 
too  crowded  and  unruly,  says  Kapor. 
The  law  should  protect  both  proper- 
ty-holders from  miscreant  individ- 
uals and  individuals  from  miscreant 
officials.  It  should  also  protect  the 
rights  of  us  all  to  unrestricted  elec- 
tronic communication. 

Kapor  and  Barlow's  Electronic 
Frontier  Foundation  is  controversial 
not  just  with  old-fashioned  folk 
who  think  hackers  are  bad,  but  also 
with  some  hackers  who  think  rules 
of  any  kind  are  bad.  The  eff  is  out  to 
create  civilization  and  rules  for  ac- 
commodation of  people's  conflict- 
ing rights — not  a  free-for-all.  More 
power  to  it.  ■ 
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How  I  clinched  the  biggest  deal 

of  my  life." 

"By  having  my  office  PC  files  on  my  Atari  Portfolio^on  a  five  hour  flight." 

I  get  a  late  call  from  New  York.  "Jim,  I  know  it's  short  notice, 
but  you  and  your  numbers  have  to  be  in  my  office  at  9AM  if  you 
want  to  close  the  deal."  My  mind  races.  7/5  my  company's  first 
acquisition.  The  proposals,  the  updated  spreadsheets  I'll  need, 
the  contracts,  all  on  my  office  PC... Got  to  take  the  red  eye... 
Work  half  the  night  on  the  plane... 

"No  problem,  John.  I'll  be  there."  I  hit  the  coffee  machine 


I  download  MS-DOS  fdes  from  the  PC  to  mv  Portfolio  PC. 


It  takes  less  than  a 
minute  with  my  Portfolio 
Card  Drive.™  And  with  its 
128K  internal  memory,  it 
can  hold  up  to  64  pages  of 
text.  Plenty. 


It's  like  carrying  my  office  PC  in  my  pocket." 


Cab  to  the  airport,  more 
coffee,  and  at  35,000  feet,  I  roll 
up  my  sleeves. 

Panic?  Nah.  Check  the  con- 
tract, make  changes,  search 
and  replace  with  revised  dates, 
terms... Update  spreadsheets... 
Write  outline  and  memos  to 
operations,  accounting  and 
distribution. 

Three  hours  of  sleep  and  I'm 
cabbing  into  town  via  the  Midtown 
Tunnel.  Check  John's  address  on  my 
Portfolio.  I'm  early. 


y^    ^  iiiiiiiiiiiiniiiiiiiiiiiiiiiiiiiiiiill illlllllllllllllllllli:! 


"The  Portfolio  Card  Drive  just 
plugs  into  my  office  PC.  so  I  can 
upload  and  download  my  files. " 


Gill  for  your 
Portfolio  PC: 

1-800- 

443-8020 


I  easiily  connect  my  Portfolio  to  a  PC  in  John's  office. 


I  upload  the  fOes  and  print  my  polished  proposal  and  revised 
contracts  for  John.  One  hour  later,  some  arm-twisting,  a  few 
revised  numbers,  and  we  close  the  deal! 

On  the  plane  home,  I  update  the  various  department  memos. 


My  secretary  simply  uploads  my  work  from  the  Portfolio  Memory  Card, 


back  at  the  office,  and  distributes  the  orders  via  E-mail. 

Twenty-four  hours  later,  I've  made  the  company  its  biggest 
hit  yet.  Couldn't  have  done  it  without  my  Portfolio  PC.  At  less 
than  $500,  it's  the  best  business  parmer  I've  ever  had. 


Full  QWERTi- Keyhuard 

128KRAM 

Eas)  -to-read  40-  coin  m  n 

screen 

80  C  88  microprocessor 


A  ATARI 

•IVCOMPUTER 


The  Portfolio  PC 
$49995 

SAVE  $100 

INCLUDES:  an  additional  128K 
Memory  Card  thai  functions  like  a 
mini-diskette 

INCLUDES:  a  PC  Card  Drive  that 
connects  to  your  office  PC  to  upload 
and  download  files 
PLUS:  five  resident  programs: 
Lotus"'  1-2-3  file  compatible 
spreadsheet,  text  editor,  calen- 
dar, address  book  with  speed 
dialer,  and  "editable  tape" 
calculator. 


Atari,  the  Fuji  logo,  Portfolio,  and  PC  Card  Drive  are  the  trademarks  or  registered  trademarks  of  Atari  Corporation.  Lotus  and  Lotus  1-2-3  are  the  trademarks  of 

Lotus  Corporation.  IBM  and  IBM-PC  are  the  trademarks  or  registered  trademarks  of  International  Business  Machines. 

©  1990,  Atari  Corporation,  Sunnyvale.  California 


Science  &  Technology 


Edited  by  Gary  Slutsker . 

Genentech  claims  exclusive  rights  to  a 
chemical  in  your  bloodstream.  Could  its 
rather  expansive  view  of  patent  law  be 
dangerous  to  your  health? 

Patenting 
Mother  Nature 


IT  IS  AN  ancient  principle  of  patent 
law  that  no  one  can  patent  a  prod- 
uct of  nature.  You  can  patent  a 
method  for  purifying  or  synthesizing 
a  natural  substance,  but  you  can't  pat- 
ent the  substance  itself;  you  can't 
stake  a  claim  to  the  air  we  breathe  or 
the  water  we  drink. 

Now  comes  San  Francisco-based 
Genentech  with  a  radical  modifica- 
tion of  this  doctrine.  It  claims  the 
right  to  sell  a  substance  that  courses 
through  every  human  bloodstream, 
the  clot-busting  enzyme  tissue  plas- 
minogen activator.  Armed  with  three 
patents,  Genentech  is  claiming  exclu- 
sive ownership  of  natural  tpa  and  all 
synthetic  variations  on  it,  thwarting 
efforts  by  competitors  to  devise  drugs 
that  might  be  far  better  for  heart  at- 
tack patients  than  the  version  invent- 


Nature,  improved? 

Genentech's 
sweeping  patent 
on  TPA  covers  the 
very  sequence  of 
amino  acids  that 
exists  naturally.  Genetics  In- 
stitute's variation — in  which 
the  red  portion  was  deleted — 
was  squelched  in  court. 


R,  Manirifld/pDriic 


ed  by  Mother  Nature  and  now  sold  by 
Genentech. 

Genentech's  aggressive  patent 
stance  is  good  for  its  investors,  but  it 
may  be  bad  for  heart  patients.  Cardiol- 
ogists have  long  had  high  hopes  that 
TPA  would  justify  Its  high  price — 
$2,200  per  dose — by  saving  more 
lives,  dissolving  clots  more  selective- 
ly, and  keeping  clots  dissolved  longer 
than  can  existing  drugs  like  streptoki- 
nase, which  costs  less  than  $100.  But 
in  study  after  expensive  study,  tpa 
doesn't  come  out  looking  meaningful- 
ly better  than  any  of  the  others.  In 
short,  the  world  doesn't  necessarily 
need  natural  tpa;  it  needs  a  variant 
TPA  that  works  better  than  the  real 
thing.  But  no  such  magic  bullet  has 
yet  come  out  of  Genentech's  labs. 

"Once  a  clot  is  dissolved,  there's  a 
fairly  high  tendency — 15%  to  25% — 
for  the  clot  to  reform,"  says  Eric  To- 
pol,  a  professor  at  the  University  of 
Michigan  Medical  School  who  is  test- 
ing clot-busters  on  30,000  patients 
around  the  world.  "That 
can  lead  to  a  second 
heart  attack."  Topol 
says  doctors  are  hoping 
for  a  clot-buster  that 
works  faster  than  tpa, 
stays  active  much 
longer,  and  results  in 
less  intracranial  bleeding.  Plenty  of 
drug  companies  were  working  on 
such  drugs  until  Genentech  abruptly 
put  an  end  to  this  research  by  suing 
companies  that  were  developing  new, 
improved  clot-busters  based  on 
TPA.  Not  wanting  any  threat  to 
its  market  (worth  maybe  $200 
million  a  year),  it  killed  off  po- 
tential rivals  in  the  cradle. 

What  did  Genentech  do  to  deserve 
such  broad  patents?  By  today's  stan- 


dards in  biotech,  not  very  much,  tpa 
was  discovered  in  the  early  1950s  and 
first  purified,  from  human  uterine  tis- 
sue, by  a  Swedish  doctor  in  1979.  A 
year  later  a  Belgian  research  team  ap- 
plied for  a  U.S.  patent  for  purified 
human  tpa  isolated  from  tumor  cells. 
A  patent  was  granted  to  the  Universi- 
ty of  Leuven,  and  Genentech  signed 
up  as  exclusive  licensee. 

Genentech  itself  received  two  pat- 
ents covering  the  process  by  which  it 
had  produced  tpa  by  the  entirely  dif- 
ferent route  of  gene-splicing.  Genen- 
tech didn't  invent  this  cloning  pro- 
cess, but  used  techniques  that  were 
then  well  known  and  are  today  avail- 
able to  plenty  of  college  students.  It 
simply  applied  these  tools  at  consid- 
erable expense  to  an  obvious  target. 

Did  Genentech's  efforts  so  advance 
the  state  of  the  art  that  it  should  have 
exclusive  rights  to  anything  that 
looks  like  the  natural  enzyme?  So  far, 
the  legal  system's  answer  is  yes. 
When  Genetics  Institute  in  Boston 
developed  a  modified  tpa  that  short- 
ened tpa's  527-unit  chain  by  81  ami- 
no acid  units  (see  illustration)  and 
made  other  crucial  changes,  Genen- 
tech sued.  After  parading  dozens  of 
expert  witnesses  through  a  Delaware 
courtroom  in  a  1 7-day  trial  last  April, 
Genentech's  lawyers  convinced  a  jury 
that  its  patents  were  being  infringed. 
Genetics  Institute  is  asking  the  judge 
to  overturn  the  jury's  verdict.  In  the 
meantime,  its  researchers  are  legally 
stymied. 

The  shoe  is  on  the  other  foot  for 
Genetics  Institute  in  the  disputed 
ownership  of  erythropoietin,  a  red 
blood  cell  growth  stimulator  made  in 
the  kidneys.  Genetics  Institute  holds 
a  patent  for  the  purified  protein.  Arch- 
rival Amgen  in  Thousand  Oaks,  Calif, 
holds  a  patent  for  making  the  sub- 
stance by  gene-splicing  techniques. 
Genetics  Institute  and  Amgen  have 
sued  each  other  for  infringement. 

However  well  it  works  for  protect- 
ing cotton  gins  and  windshield  wip- 
ers, the  U.S.  patent  system  has  some 
real  deficiencies  in  determining  the 
rights  to  biological  inventions.  Years 
ago  patent  decisions  in  the  courts 
gave  drug  companies  free  rein  to 
knock  off  their  rivals'  molecules.  All 
they  had  to  do  was  develop  relatively 
minor  variations  that  did  httle  to  ad- 
vance medicine  but  nonetheless  enti- 
tled them  to  me-too  patents  of  their 
own.  Now  the  pendulum  seems  to 
have  swung  too  far  the  other  way, 
says  Robert  Merges,  associate  profes- 
sor of  law  at  Boston  University.  A 
gcne-cloner  can  sometimes  stake  a 
claim  on  a  natural  substance  and 
block  improvements  to  it. — G.S. 
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Our  copiers  are  designed  from  a  different  point  of  view. 


At  Canon,we  approach  copying  from  a 
different  perspective.  Yours. 

You  wanted  copiers  that  combine  qual- 
ity and  performance.  We  gave  you  that,  along 
with  superior  technology  and  a  design  that 
makes  them  remarkably  easy  to  use. 

Because  different  work  environments  have 
different  needs,  we  designed  a  copier  line  that's 
more  than  just  the  industry's  largest,  it's  the 
most  varied.  Our  models  range  from  com- 


pact desk-top  units  to  high-speed  copying  sys- 
tems to  the  most  advanced  digital  full  color 
copying  available. 
■'*       And  to  keep  your  business  productive, 
we  developed  a  wide  variety  of  feeding  and 
finishing  options  as  well  as  faster  copy  speeds. 

In  short,  before  any  Canon  copier  is  de- 
signed by  us,  it's  designed  by  you.  It's  no  wonder 
we're  America's  most  popular  copier  For  in- 


Canon 

The  choice  is  Canon,    formation,  call  toU-free  1-800-OK-CANON 


Insights 


Commentary  by  Michael  Gianturco 


LASER  MANIA 


Though  it  was  a  hstless  and  down- 
ish  year  for  stocks  in  general  and  for 
technology  stocks  in  particular,  a 
handful  of  medical  laser  shares  have 
climbed  straight  up.  The  biggest 
gainer  here  was  Laserscope  of  San 
fose,  whose  shares  were  up  258%, 
but  there  were  other  impressive 
performances,  too.  Surgical  Laser 
Technology  of  Malvern,  Pa.  was  up 
162%,  Candela  Laser  of  Wayland, 
Mass.  showed  a  gain  of  185%,  and 
Summit  Technology  of  Waltham, 
Mass.  was  up  60%. 

Why  were  these  stocks  so  hot  in 
1990?  Because  laser  surgery,  which 
was  pioneered  in  the  late  1960s,  has 
suddenly  moved  into  a  period  of 
startling  new  growth.  Summit,  for 
example,  is  developing  a  system  for 
laser-machining  the  surface  of  the 
cornea.  If  perfected,  it  might  obviate 
the  need  for  corrective  eyewear  for 
many  people.  The  systems  are 
currently  marketed  in  Europe  and 
are  in  clinical  trials  in  the  U.S. 
Approval  from  the  Food  &.  Drug 
Administration  might  come — if 
indeed  it  is  forthcoming — in  1993. 
Candela  has  developed  laser  tech- 
nology for  dermatological,  urologi- 
cal  and  dental  applications. 

Laser  surgery  is  finding  a  growing 
following  among  doctors.  Laser- 
scope  and  Surgical  Laser  are  riding 
the  widely  publicized  boom  of  a  sin- 
gle surgical  procedure,  laparoscopic 
cholecystectomy.  This  is  a  neat 
new  operation  for  removing  the  gall 
bladder  via  a  small  half-inch  hole  in 
the  navel.  Many  physicians  use  a 
laser  to  do  the  cutting  and  to  coagu- 
late blood. 

Products  from  Laserscope  and 
Surgical  Laser  are  favored  for  the 
new  gall  bladder  procedure.  This 
has  had  dramatic  effects  on  these 
two  companies'  revenues,  earnings 
and  stock  prices.  In  I990's  third 
quarter  Laserscope  earned  $2.4  mil- 
lion on  revenues  of  $17  million.  In 
the  same  period  in  1989  the  firm 

Michael  Gicmtwco  i'i  president  of  The 
Priiicelun  Pari  folios,  a  New  Jersey  cissei 
maiic/^emenl/irni  thai  specializes  in  science 
and  technology  inivstnients. 


earned  $540,000  on  revenues  of 
$5.4  million. 

Surgical  Laser  Technology  is 
smaller  but  also  fast-growing.  Sep- 
tember quarter  results  were  a  net 
of  $1.3  million  on  sales  of  $6.9  mil- 
lion, versus  $250,000  on  sales  of 
$2.8  million  a  year  ago. 

Is  this  a  setup  for  disappoint- 
ment? Is  this  kind  of  growth  too 
spectacular  to  sustain?  For  Laser- 
scope,  yes.  For  Surgical  Laser,  how- 
ever, perhaps  not. 

Laserscope  shipped  130  laser  sur- 
gery systems  last  quarter,  versus 
just  75  systems  in  the  previous 
quarter.  Samuel  E.  Navarro,  an  ana- 
lyst with  Needham  &.  Co.  in  New 
York,  thinks  Laserscope  is  shipping 
about  135  systems  in  the  December 
quarter.  This  is  excellent  business. 
But  the  vertical,  uninhibited 
growth  period  associated  with 
lasermania  is  over.  Laserscope  is 
now  trading  at  34  times  trailing 
earnings.  It's  time  to  take  profits. 
The  stock  has  come  too  far  too  fast, 
and  this  makes  it  vulnerable  on  any 
sign  of  flattening  growth. 

However,  there  are  still  opportu- 
nities. In  gall  bladder  removals, 
lasers  are  used  in  about  40%  of  the 
cases,  so  that  there  is  plenty  of  room 
for  additional  growth. 

Because  of  the  gall  bladder  opera- 
tion, medical  lasers  have  been  given 
quite  a  boost  in  visibility  as  the 
appropriate  tools  for  this  and,  more 
important,  many  other  new,  mini- 
mally invasive  surgical  procedures 
that  are  being  developed.  Possibili- 
ties include  appendectomies,  hernia 
repairs  and  prostate  surgery.  Indus- 
try observers  regard  the  gall  bladder 
procedure  as  just  a  prelude  to  other 
sophisticated  procedures,  and  I  be- 
lieve they  are  right. 


In  evaluating  these  companies, 
you  should  probably  consider  their 
relative  ability  to  fend  off  competi- 
tion that  will  surely  be  drawn  by  the 
profits  associated  with  the  success 
of  the  gall  bladder  procedure.  Since 
it  is  easier  to  build  a  product  for  a 
new  market  than  to  displace  exist- 
ing players,  Laserscope  and  Surgical 
Laser  have  the  strong  advantage  of 
having  been  in  at  the  beginning. 
Laserscope  has  done  a  superior  job 
of  marketing  to  surgeons  doing  gall 
bladder  operations,  where  laser 
technology  is  apparently  not  a  cru- 
cial consideration.  But  as  the  con- 
cept of  minimally  invasive  surgery 
is  extended  to  more  diverse  and  dif- 
ficult procedures,  specific  laser 
technology  may  begin  to  matter 
more  from  a  marketing  standpoint. 

The  reason  I  still  like  Surgical 
Laser's  stock  is  that  this  company 
came  up  with  a  way  to  sell  razor 
blades,  not  just  razors.  Surgical 
Laser's  "contact"  laser  system  con- 
sists of  a  laser  connected  via  fiber- 
optics  to  a  hand-held  laser  probe. 
The  probe  may  be  fitted  with  one  of 
50  different  disposable  sapphire 
tips.  The  tip — which  is  the  cutting ' 
point  of  the  probe — can  be  changed 
to  provide  different  power  densities 
specifically  appropriate  to  many  dif- 
ferent surgical  procedures.  Surgical 
Laser  imports  its  laser  light  source 
from  Nippon  Electric  Corp.  Over 
45%  of  the  firm's  revenue  comes 
from  continuing  business  in  its  pro- 
prietary disposables. 

Other  laser  companies  have  at- 
tempted to  emulate,  in  one  way  or 
another,  the  concept  of  a  contact 
laser,  because  it  offers  surgeons  the 
instant  tactile  feedback  one  might 
associate  with  a  scalpel.  But  Surgi- 
cal Laser  has  six  patents  covering 
its  system  all  the  way  from  the  sap- 
phire tips  back  to  the  laser  connec- 
tion, and  these  patents  have  already 
been  successfully  defended.  This 
unique  technology  can  carry  Surgi- 
cal Laser  beyond  the  1990  year  of 
glory  and  fanfare  and  into  a  coming 
decade  of  new  surgical  techniques. 
Thus,  even  at  its  steep  p/e  of  50,  I 
don't  think  it's  a  sell.  ■ 
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INFORMATION  IS  ONLY  AS  GOOD 
AS  YOUR  ABILITY  TO  MAKE  USE  OF  IT 


The  control  panels  of  a  jet  airliner 
represent  an  incredibly  complex  dis- 
play of  vital  information.  Information 
that  is  meaningless  unless  you  know 
how  to  put  it  to  work. 

At  Moore,  making  information  work 
is  our  business.  Our  customer  list 
ranges  from  small  entrepreneurial 
firms  to  multi-national  giants.  And  by 
solving  their  business  communication 
problems,  we  have  grown  into  an 
international  corporation  with  nearly 
$3  billion  in  annual  sales,  and  over 
25,000  employees  in  54  countries. 

Business  Forms  &  Products 

Our  first  business  was  forms;  and 
today,  over  100  years  later,  we  are  by 
far  the  world  leader.  Designing,  print- 
ing, storing  and  distributing  all  the 
forms  and  products  that  make  a  busi- 
ness run  for  the  small,  medium  and 
large  business  markets. 

But  if  you  know  us  only  as  a  forms 
company,  you  don't  really  know  Moore. 
Employing  the  latest  in  computerized 


©1990  Moore 


technology,  we  are  also  in  the  business 
of  information  management. 

Information-Management  Services 

Every  company  needs  to  communicate 
with  customers,  employees,  sharehold- 
ers and  the  general  public.  At  Moore, 
we're  professionals  at  solving  infor- 
mation management  problems.  And 
through  our  business-communications, 
direct-marketing  and  data-base 
services  divisions,  we  can  solve  those 
problems  more  effectively  and  cost- 
efficiently  than  you  could  manage  on 
your  own. 

Moore:  Where  Quality 
Is  The  Only  Solution 

Whatever  the  size  or  scope  of  your 
business,  Moore  can  provide  the  solu- 
tions to  your  business  communication 
problems.  Because  making  information 
work  for  business  is  what  we  do.  And 
we've  been  doing  it  longer. . .  and 
we  do  it  better. .  .than  anyone  else  in 
the  world. 


Serving  business  in  54  countries 

CORPORATION 

m^      LIMITED 

1  First  Canadian  Place 
Toronto.  Ontario, 
Canada  M5X 1G5 


Moore  Business 
Forms  &  Systems 

1205  Milwaui<ee  Avenue 
Glenview,  IL  60025 
708-480-3000 

Moore  Business 
Communication  Services 

2215  Sanders  Road 
Northbrool<,  IL  60062 
708-480-2463 

Moore  Business 
Products  Group 

One  Hawthorn  Place 

175  E.  Hawtliorn  Parfcway 

Suite  245 

Vernon  Hills,  IL  60061 

708-816-6533 

Moore  Data 
Management  Services 

1660  Soutii  Highway  100 
400  Parkdale  Plaza  East 
St.  Louis  Park,  MN  55416 
612-540-1000 

Moore  Response 
Marketing  Services 

1 1 13  S.  Milwaukee  Avenue 
Libertyville,IL  60048 
708-680-0111 
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Edited  by  Joshua  Levine 


To  sell  soda  in  the  U.S.  you  need  big  adver- 
tising budgets  and  clout  in  supermarkets. 
In  Japan,  you  need  a  big  machine  that 
lights  up  and  plays  a  tune. 

War  of  the 
sales  robots 


By  Andrew  Tanzer 


T|he  American  soda  machine 
hasn't  changed  much  over  the 
years:  The  coin  goes  clink,  the 
can  goes  clunk  and  the  buyer  walks 
off  with  one  of  six  or  eight  choices  of 
fizz — assuming  the  machine  works. 

Not  so  in  Japan,  where  new  ma- 
chines with  special  microchips  play  a 
tune  or  talk  to  buyers  while  reliably 


dispensing  up  to  24  varieties  of  soda, 
fruit  juice,  sports  drinks,  and  ready- 
to-drink  canned  coffee  and  tea — hot 
in  winter,  cold  in  summer. 

Roulette-type  games  give  lucky 
buyers  free  cans,  while  overhead,  illu- 
minated cans  advertise  brand  names 
like  Coke,  Suntory  or  Kirin.  One  ver- 
sion of  a  Coke  machine  has  a  soothing 
backdrop  of  Swiss  scenery;  another 
uses  revolving  billboards  to  plug  dif- 
ferent Coke  beverages. 

So  here's  Japan's  latest  contribution 
to  the  gadget  market:  high-tech  vend- 
ing machines.  Last  year  an  estimated 
50%  of  the  $24  billion  in  Japanese  soft 
drink  retail  sales  were  made  through 
vending  machines,  compared  with 
10%  in  the  U.S.  For  canned  soft 
drinks,  the  machines'  share  is  70%. 
These  market  shares  are  increasing  as 
more  women  join  the  work  force  and 
have  less  time  to  shop  in  supermar- 
kets, and  as  more  stores  close  earlier 
because  of  labor  shortages. 

The  vending  frenzy  also  has  a  lot  to 
do  with  where  the  machines  are — 
mostly  on  city  sidewalks  instead  of  in 
offices  and  factories  as  in  the  U.S.  In 
Japan's  scrupulously  lawful  society, 
machine  vandalism  is  virtually  non- 
existent. So  a  well-placed  machine 
can  move  as  much  product  as  a  medi- 
um convenience  store — some  10,000 


cans  a  year. 
With   stakes 


like   these,   beverage 


JajXDi  's  ^littciy.  f^cc-irbiz  iv)idiiig  iiiuchines  ciiicl  a  more  seclale  <)[/ice  model  (top) 

A  well-placed  machine  can  move  10,000  cans  a  year — as  much  tis  a  good-size  convenience  store. 
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From  The  Center, 

IT'S  Easy  To  Move  Quickly 

In  All  Directions. 

From  Missouri,  you  can  reach  20  states  and  over 
100  million  people  in  a  day's  drive.  That's  one  of  the 
advantages  of  being  the  geographic  and  population 
center  of  the  country. 

We're  at  the  crossroads  of  ten  interstate  highways, 
and  the  second-largest  rail  terminal  and  inland  water- 
way in  the  country  So  we  can  help  move  your  goods 
more  efficiently 

And  Missouri's  skilled  workforce  is  available  to 
help  increase  your  company's  productivity. 

To  find  out  more  about  Missouri,  and  why  350 
of  the  Fortune  500  companies  are  here,  write  or  call 
toll-free.  You'll  see  that  when  it  comes  to  business, 
Missouri's  the  natural  choice. 

The 

Missouri 

Advantage" 
1-800-523-1434 

The  Missouri  Advanlage,  PC  Box  118,  Jefferson  City,  MO  65102  90151C 
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marketers  have  a  strong  incentive  to 
spend  heavily  on  high-tech  vending. 
Which  IS  exactly  what  they're  doing. 
Coca-Cola  (Japan)  Co.'s  bottlers  are 
investing  in  120,000  to  130,000  new 
vending  machines  a  year.  At  roughly 
$4,000  per  machine,  that's  a  $500  mil- 
lion annual  outlay. 

Why  spend  that  much?  Even 
though  the  machines  are  built  to  last 
ten  years,  all  the  beverage  companies 
routinely  replace  them  after  three  or 
four,  on  the  theory  that  a  spiffy  new 
gimmick  can  spur  sales. 

Coke  leads  the  soft  drink  market 
with  about  a  30%  share,  largely  be- 
cause of  the  company's  massive  army 
of  750,000  vending  machines.  In  Ja- 
pan soft  drink  competition  doesn't 
center  just  on  cola,  which  accounts 
for  10%  of  the  market,  versus  60%  in 
the  U.S.  Coca-Cola  has  almost  all  of 
Japan's  cola  business.  But  Coke's  real 
strength  is  its  Georgia  brand  of 
canned  coffee,  a  market  segment  that 
accounts  for  $6  billion  a  year  in  sales. 

Most  of  the  remaining  market  is 
split  among  seven  or  so  companies, 
none  of  which  holds  more  than  an  8% 
share.  These  companies  know  they're 
vulnerable  to  a  vending  technology 
gap.  So  soft  drink  powerhouses  like 
Suntory,  Kirin  and  Asahi  are  each 
spending  upwards  of  $80  million  a 
year  on  soft  drink  vending  machines. 

"This  is  a  war  for  survival,"  says 
Toshitake  Yamagishi,  assistant  direc- 
tor of  marketing  at  Pepsi-Cola  Japan, 
an  also-ran  with  a  scant  2%  share. 

ucc,  Japan's  leading  coffee  roaster, 
introduced  iced  canned  coffee  in  1970 
as  a  cheap,  convenient  shot  of  caf- 
feine. Nestle,  the  leading  instant  cof- 
fee seller  in  Japan,  missed  the  boat 
completely.  To  catch  up.  Nestle 
launched  a  line  of  Nescafe  canned 
coffee  beverages  last  September  in  a 
tie-up  with  Otsuka  Pharmaceutical. 
Otsuka  is  mainly  known  for  sports 
drinks  like  Pocari  Sweat,  but  its  real 
appeal  for  Nestle  is  a  network  of 
130,000  vending  machines. 

Before  the  vending  wars  started  in 
earnest  several  years  ago,  suppliers 
would  sell  or  lease  their  machines  to 
store  owners.  Not  anymore.  Nowa- 
days they  often  give  the  machines 
away  free  and  pay  retailers  "key  mon- 
ey" of  as  much  as  $8,000  to  seal  the 
deal.  "If  we're  not  at  the  saturation 
point,  we're  damned  close,"  says 
Frank  Kelly  Jr.,  executive  vice  presi- 
dent of  Coca-Cola  (Japan). 


But  don't  expect  a  truce  in  Japan's 
vending  wars  any  time  soon.  Coke's 
latest  innovation  takes  the  wars  off 
the  street  and  could  open  a  second 
front.  Last  spring  Coke  bottlers  began 
contracting  with  Tokyo  developers  to 
incorporate  Vending  systems  in  new 
office  buildings.   Machines  selling  a 


full  line-up  of  Coke  beverages  are 
built  like  furniture  into  office  walls. 

In  the  works:  huge  underground 
tanks  of  syrup — stored  just  like  fuel — 
to  supply  the  vending  units.  No  costly 
deliveries  during  the  day,  battling  To- 
kyo's nightmarish  traffic. 

Better  yet,  no  competition. 


Dating  for  dollars 

Not  long  ago,  the  L\  Weekly  (circ. 
175,000)  was  low-priority  reading 
for  lonely  hearts.  The  12-year-old  "al- 
ternative weekly"  was  running  only 
about  60  "personal"  ads — classified 
ads  from  the  amorous  in  search  of 
dates  and  mates — in  each  issue. 
That's  less  than  half  a  page,  bringing 
in  ad  revenues  of  only  $1,500.  These 
days,  though,  the  paper  is  Cupid  in- 
carnate: It  averages  3  pages  of  person- 
als per  issue — about  400  ads,  worth 
nearly  $15,000. 

What  turned  the  LA  Weekly  into  a 
haven  for  would-be  lovers?  A  very 
simple  and  unromantic  technology; 
voice  mail.  Instead  of  sitting  on  their 
hands  and  waiting  for  the  postman  to 
bring  the  billets-doux,  romance  seek- 
ers now  simply  dial  a  toll-free  number 
to    receive    telephonic    replies    from 


charges,  and  an  estimated  30%  for 
Tele-Publishing's  cut,  the  LA  Weekly 
nets  about  $19  per  ad  in  phone  reve- 
nues, plus  another  $18  in  ad  lineage 
revenue.  Total  return:  %^7  per  six-line 
ad,  compared  with  $25  an  ad  under 
the  old  system. 

The  Tiicsou  Weekly  (circ.  32,000), 
also  on  the  Tele-Publishing  system, 
quadrupled  its  annual  personal  ad  rev- 
enues to  around  $60,000 — a  signifi- 
cant boost  for  a  publication  that  pulls 
in  only  $850,000  a  year  in  all. 

Same  story  at  New  York's  Village 
Voice  (circ.  173,000),  which  has  been 
selling     personal 
ads    since    1958.  ^ 

The  Voice,  as  it's        j    ^ 
called,    first    of- 
fered a  voice  mail 
option  two  years 


U 


^^ 


*. 


would-be  suitors,  who  often  begin 
calling  the  moment  the  paper  hits  the 
stands.  Within  a  week,  an  average  ad 
in  the  LA  Weekly  elicits  22  calls — or 
about  9,000  calls  an  issue — compared 
with  just  5  letters  per  ad  under  the  old 
system. 

Providing  such  immediate  gratifica- 
tion has  proved  quite  lucrative  for  the 
LA  Weekly  and  other  papers  with 
matchmaking  departments.  Every 
one  of  those  replies  generates  cold 
cash — in  the  LA  Weekly's  case,  at  the 
rate  of  99  cents  a  minute  from  people 
who  respond  to  the  ads.  The  LA  Weekly 
and  44  other  papers  and  magazines 
route  their  calls  over  900  numbers 
through  Tele-Publishing,  Inc.,  a  divi- 
sion of  Phoenix  Media/Communica- 
tions Group,  publisher  of  the  Boston 
Phoenix.  The  Tele-Publishing  system 
handles  about  125,000  three-minute 
calls  a  week. 

For  a  small  paper,  those  numbers 
are  highly  gratifying.  After  subtract- 
ing about  35%  for  phone  and  billing 


ago,  selling  space  for  a  hefty  $9.50  a 
line,  with  an  average  ad  going  for 
about  $60. 

Then  it  hit  on  an  even  better  idea.  It 
installed  its  own  voice  mail  system 
last  September.  Since  then,  the  Voice 
has  upped  the  lineage  in  its  personal 
section  from  two  to  as  many  as  six 
pages — over  600  ads  in  a  recent  issue. 
Moreover,  the  paper  has  doubled  net 
revenues  from  the  personals  since  it 
started  offering  "free"  ads  several 
months  ago.  It  now  offers  prospective 
lovebirds  eight  free  lines  for  self-ad- 
vertisement. The  catch:  Respondents 
pay  $1.49  a  minute  to  declaim,  and 
advertisers  pay  the  same  amount  to 
hear  those  declamations.  "It's  a  very 
profitable  business,"  coos  Voice  pub- 
lisher Michael  Ellerin. 

This  can  come  as  a  rude  shock  to 
the  most  alluring  advertisers,  who 
can  rack  up  200  replies  or  more — a 
potential  bill  in  the  hundreds  of  dol- 
lars even  before  the  first  date.  Cyrano 
could  go  broke. — Fleming  Meeks 
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TH6V  f/»U  f)B0vTWlSF/\CTl0M 
TmbOe^  ALLTHB  FINE  PRWT, 

IF  i'mSaTisfiepo/^noT. 


Finally,  a  guarantee  that  /efs  you  decide  if  you're  satisfied. 


Introducing  the  Xerox  Tola/  Satisfaction  Guarantee 

Some  guarantees  guarantee  products.  Some  guarantee  serv- 
ice. And  some  have  so  much  fine  print,  the  only  thing  you're 
guaranteed  is  confusion.  But  the  Xerox  Total  Satisfaction 
Guarantee  is  so  simple,  you'll  think  it's  too  good  to  be  true. 
It  says,  if  you're  not  satisfied  with  your  Xerox  equipment, 
we'll  replace  it.  And  only  you  tell  us  when  you're  satisfied. 

What  follows  is  the  entire  guarantee  in  all  its  simplicity. 
But  don't  read  it  as  a  guarantee,  read  it  as  a  reflection  of  the 
confidence  we  have  in  our  quality  equipment,  dedicated 
support  and  service. 

"If  you  are  not  satisfied  with  your  Xerox  equipment,  at  your 
request,  Xerox  will  replace  it  without  charge  to  you  with 
an  identical  model  or  a  machine  with  comparable  features 
and  capabilities. 

"The  term  of  the  Xerox  Total  Satisfaction  Guarantee  is  three 
years  from  equipment  delivery.  If  the  newly  delivered 


equipment  is  financed  by  Xerox  for  more  than  3  years, 

the  Guarantee  will  apply  during  the  entire  term  of  your  Xerox 

financing. 

"This  Xerox  Total  Satisfaction  Guarantee  applies  to  Xerox 
equipment  acquired  by  you  from  Xerox— including 
Sales  Agents  and  participating  Dealers  and  Retailers— and 
continuously  maintained  by  Xerox  or  its  authorized 
representatives  under  our  Manufacturer's  Warranty  or 
a  Service  Contract. This  guarantee  applies  to  all  equipment 
acquired  on  or  after  September  5, 1990." 

If  you'd  like  more  information  about  this  unprece-^w 
dented  guarantee  and  our  quality  products,  call  Jyfxw 
us  at  1-800-TEAM-XRX,  ext.  908B.  ^^  ■" 


National 
,   Quality 
Award 

1989 
Winner 


XEROX 

The  Document  Company 
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Edited  by  William  G.  Flanagan 


As  the  economy  has  gone  downhill,  so  have 
lots  of  prices.  Relax  and  count  the  savings 
among  your  blessings. 

The  sunny  side 
of  the  recession 


By  William  G.  Flanagan 
and  Evan  HcGlinn 

When  the  economy  finally  recovers, 
you'll  probably  kick  yourself  for  not 
having  taken  advantage  of  some  of  the 
bargains  that  are  around  today.  This  is 
straw-hat-in-February  time,  and  here 
are  a  few^  of  the  outstanding  deals — in 
everything  from  real  estate  to  ocean 
cruises — that  await  the  modem  king: 
the  consumer  with  cash. 

Furs.  A  full-length,  female  pelt  ranch 
mink  from  Harold  J.  Rubin  in  Man- 
hattan was  $8,000  last  winter;  this 
season  it  costs  only  $5,500  to  put  the 


hns  BuikAiMi.ll  Inipjtl 


same  coat  under  the  tree. 

Sellers  insist  the  drop  owes  nothing 
to  animal  rights  activists,  but  to  the 
economy,  the  mild  weather  and  an 
oversupply  of  pelts.  On  fur  coats  over 
$10,000,  a  new  10%  luxury  tax  kicked 
in  as  of  Jan  1 . 

Caribbean  vacation.  Seven  nights  at 
Casa  de  Campo  in  the  Dominican  Re- 
public, including  airfare  from  the 
Northeast,  was  $985  per  person  last 
winter.  It's  $699  now,  a  savings  of 
over  $570  per  couple. 

New  York  Stock  Exchange  seat.  No- 
vember 1989:  $440,000;  November 
1990:  $250,000,  a  drop  of  43%. 

Interest  rates.  The  prime  rate  has 
dropped  from  10.5%  to  10%.  Rates  on 
30-year  fixed-rate  conventional  mort- 
gages have  also  started  to  come  down. 
They  were  at  9.56%  recently,  versus 
9.76%  a  year  ago.  The  big  declines 
have  come  with  adjustable-rate  mort- 
gages. The  national  average  for  first- 
year  interest  rates  on  30-year  arms  is 
currently  at  7.95%;  they  were  at 
8.44%  a  year  ago. 

Television  sets.  A  32-inch  Sony  is 
$1,999  at  Sears  this  year,  versus 
$2,299  last  year.  Sony's  20-inch  mod- 
el is  $499,  versus  $583. 

Dining  out.  To  lower  their  customers' 
tabs,  and  help  fill  empty  tables,  white- 
tablecloth  restaurants  are  cutting 
prices  on  many  of  the  more  expensive 
entrees.  The  cassoulet  at  la  Cite  in 


Manhattan  is  only  $18.50  now,  versus 
$23.50  a  year  ago.  Says  owner  Alan 
Stillman,  who  owns  three  other  up- 
market restaurants  in  New  York, 
"The  $90  duck  for  two,  $38  Dover 
sole  and  $45  steaks  are  going  to  hurt 
you."  That  means  the  restaurateur, 
not  the  customer. 

Restaurant  help  is  a  lot  easier  to 
find,  however,  with  so  many  closings. 
A  Manhattan  restaurant  owner  ran  a 
classified  ad  for  a  manager  and  got 
more  than  150  responses.  He  was 
looking  for  "a  guy  around  23,  starting 
out."  He  got  calls  from  ex-managers 
of  places  like  the  River  Cafe  and  Sign 
of  the  Dove  with  20  years'  experience. 

Used  aircraft.   "Sellers  have  almost 
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eliminated  asking  prices  for  727s," 
says  Stephen  Hall,  a  Maryland  broker. 
"Now  just  make  an  offer."  One  updat- 
ed 727  recently  changed  hands  for  $5 
million;  a  year  ago  the  same  plane 
would  have  gone  for  $7  million,  Hall 
says.  A  secondhand  Challenger  600 
(which  seats  ten)  ran  about  $7  million 
last  year.  The  price  today  is  around 
$6.3  million. 

Warhol  et  al.  Take  Warhol's  "12  Jack- 
ies" — please.  It  failed  to  sell  at  all  at 
Christie's  recently,  when  the  highest 
bid  was  $380,000.  "A  year  ago  it 
would  have  brought  well  .  over 
$500,000,"  says  Barry  Neuman  of  the 
O.K.  Harris  gallery  in  New  York's 
Soho  district. 


Likewise,  Elizabeth  Taylor's  van 
Gogh,  "View  of  the  Asylum,"  expect- 
ed to  fetch  $16  million  to  $22  million 
at  a  recent  Christie's  auction,  failed  to 
attract  a  bid  of  more  than  $11  million 
and  wasn't  sold.  Earlier  in  1990,  van 
Gogh's  "Dr.  Cachet"  sold  for  $82.5 
million,  a  record  for  a  van  Gogh  that 
will  doubtless  stand  a  while. 

Housing.  From  coast  to  coast,  and 
from  beach  to  slope,  home  prices  are 
way  down.  The  most  dramatic  cuts 
are  at  the  high  end.  In  Encino,  Calif., 
for  example,  a  new,  five-bedroom 
house,  with  SVi  baths  and  a  three-car 
garage,  languished  on  the  market  for  a 
year  at  $879,000.  It  recently  sold  at 
auction  for  $689,000. 


Second  homes  require  even  bigger 
markdowns  to  move.  In  Aspen  a  four- 
bedroom  town  house  on  Hopkins 
Street,  an  easy  walk  to  the  Ajax  chair- 
lift,  would  have  run  you  $2.5  million 
last  winter.  This  year  the  same  house 
can  be  yours  for  only  $1.5  million. 
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Mind  you,  that's  the  asking  price. 

In  New  York  City  the  co-op  boom 
has  fizzled.  A  prewar,  six-room  apart- 
ment on  Park  Avenue,  which  had 
been  seUing  for  $1  million  to  $1.2 
million  a  year  ago,  can  be  yours  for 
maybe  $900,000,  says  Barbara  Corco- 
ran, a  New  York  real  estate  agent. 

"The  buyer  today  is  getting  better 
deals,  taking  longer  to  look  and  nego- 
tiating harder,"  says  Corcoran.  The 
spread  between  asking  and  selling 
prices  on  co-ops  is  now  24%,  up  from 
about  8%  a  few  years  ago.  "Still,"  she 
complams,  "buyers  are  walking 
away." 
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Cellular  phones.  Motorola's  nifty, 
pocket-size  MicroTAC  model  cellular 
phone  cost  $3,495  in  1989;  it's  now 
widely  available  for  $2,495  or  less. 
Motorola  stock  is  also  cheaper  this 
year:  50'/2,  versus  57V4,  and  down 
from  a  high  of  88  last  spring. 


Roses.  Wholesale  prices  of  U.S. -grown 
roses  have  dropped  from  $1.55  per 
stem  to  $1.35.  Lower-quality  Visa 
roses  from  South  America  have  fallen 
from  a  range  of  30  to  35  cents  per  stem 
to  between  15  and  22  cents  per  stem, 
prices  that  should  be  reflected  at  your 
local  florist  and  flower  stands. 

That  should  be  good  news  for  the 
folks  who  put  on  the  Rose  Bowl  fes- 
tivities, which  consume  about  a  mil- 
lion roses  each  year. 

Cruises.  Discounting  rules  the  waves. 
A  12-day  Mediterranean  cruise  aboard 
the  Royal  Princess,  including  airfare, 
would  have  cost  you  about  $5,290  per 
person  last  summer.  Now  Cruises  of 
Distinction,  in  Montclair,  N.J.,  will 
find  you  a  cabin  on  the  Crown  Princess 
for  the  coming  summer  for  just 
$3,480. 

Toys.  Industrywide  price  wars,  trig- 
gered by  Child  World's  financial 
woes,  is  bringing  a  smile  to  many  a 
parent's  face.  Nintendo's  popular  Zel- 
da  game  is  $19.98  this  year  at  Toys 
"R"  Us,  versus  $40  last  Christmas. 
Starting  Line-up  Talking  Baseball 
dropped  from  about  $100  to  $19.98. 
The  Double  Dare  board  game  dropped 
from  $15.99  to  $4.98. 

Barbie  is  holding  her  own,  however. 
The  hot-selling  Holiday  Barbie  retails 
for  $34.99 — the  same  as  last  year  (see 
story,  p.  66). 

Used  powerboats.  Overproduction 
during  the  last  half-decade  has  ham- 
mered used  powerboat  prices.  Some 
examples:  A  1987  Bertram  38foot 
Flybridge  convertible  now  sells  for 


about  $200,000,  versus  $240,000  and 
up  a  year  agO;  a  1980  Hatteras  53-foot 
motor  yacht  that  was  on  the  block  for 
$390,000  last  year  recently  went  for 
$305,000.  Says  Peter  Schmidt,  a  Bos- 
ton yacht  broker:  "We've  eliminated 
the  upwardly  mobile  from  the  market 
for  a  while." 


EilV(htvlcrMi>ck  M,irka 


Gold  coins.  A  new  American  Eagle  (or 
Canadian  Maple  Leaf),  containing  1 
ounce  of  gold,  is  now  quoted  at  $386, 
versus  $423  a  year  ago.  The  Kruger- 
rand,  also  an  ounce,  is  even  cheaper: 
$376,  versus  $408. 

Personal  computers.  Chips  get 
cheaper,  and  so  do  all  the  things  they 
power.  Take  computers,  for  example. 
A  386  IBM  clone  from  Hundai  cost 
$2,895  a  year  agO;  the  same  machine 
is  $1,995  now.  The  Hewlett-Packard 
LaserJet  III,  a  printer  introduced  in 
March  1990  for  $2,695,  offers  more 
functions  than  the  LaserJet  II  and 
costs  $300  less. 
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Advantage:  Eagle' 
Chryslers  Newest  Division 

Eagle  Talon  TSi  with  all-wheel  drive  and  195  horsepower  turbocharged,  intercooled  engine  is  backed  by  Chrysler's  exclusive  7/70 
Protection  Plan.  This  plan  protects  the  engine  and  powertrain  for  7  years  or  70,000  miles  and  against  outerbody  rust-through  for  7  years 
^^*  or  100.000  miles.  See  limited  warranty  at  dealer.  Restrictions  apply  Price  claim  based  on  comparison  of  sticker  prices.  For  more 
IZ3  y^O   information  about  Eagle  Talon,  or  how  to  buy  or  lease  one,  call  1-800-JEEP-EAGLE.  Buckle  up  for  safety 


Trophies,  cheap 


If  you  have  a  lot  of  cash  and  al- 
ways wanted  to  hve  Hke  New 
York  real  estate  developer  Donald 
Trump,  now  may  be  your  chance. 
Here  arc  the  current  estimated  val- 
ues of  some  of  Trump's  "trophies": 

In  a  New  Jersey  Casino  Control 
Commission  report  filed  last  April, 
Trump  estimated  the  value  of  the 
Taj  Mahal  in  Atlantic  City  at  $990 
million.  Present  liquidation  value: 
about  $725  million. 

The  Plaza  Hotel,  which  Trump 
valued  at  $830  million,  has  an  esti- 
mated market  value  of  $450  mil- 
lion to  $550  million. 

As  for  the  Shuttle,  Trump  valued 
it  at  at  least  $308  million.  If  liqui- 
dated, it's  now  worth  as  little  as 
$150  million. 

Trump's  80%  interest  in  that  76- 
acre  undeveloped  plot  on  Manhat- 
tan's West  Side?  Trump  estimate: 
$308  million.  Current  value:  less 
than  $200  million. 

The  Trump  I'riiicess^  Bought  for 
$29  million  in  1987,  it  was  later  on 
the  block  for  $100  million.  Esti- 
mated value  today:  $70  million, 
but  brokers  say  it  will  fetch  only 
about  half  that. 

Apartments  at  the  Trump  Plaza  in  Palm  Beach  last 
year  were  being  offered  for  $300,000.  At  a  recent  auc- 
tion, the  same  units  sold  for  as  little  as  $180,000.  Even 
the  board  game  Trump:  The  Game  is  now  in  discount 
stores  at  $4.97,  marked  down  from  $34.99  a  year  ago. 
Trump's  second  book,  Snrririiii>  at  ihc  Top.  never  did 


\\  iiuloif  ilisplciy  cil  Jkinicys  in  MciiihcilUiH 

The  Trumps'  losses  will  be  somebody's  gains. 


take  off,  and  is  now  widely  remaindered. 

Where  does  this  leave  Trump's  new  ex-wife,  Ivana, 
who  last  year  balked  at  the  $25  million  promised  her  in 
a  prenuptial  agreement?  "She's  just  a  general  creditor," 
says  divorce  lawyer  Raoul  Felder,  "and  in  a  case  like 
this  she  is  at  the  bottom  of  the  barrel." — E.M. 


Bargain  air  travel.  Fare  deals  started  to 
appear  in  November,  when  many  car- 
riers saw  a  winter  of  empty  seats 
ahead.  Best  deal  so  far:  two-for-one 
fares,  to  and  from  practically  any- 
where in  the  U.S.  Example:  A  round- 
trip  on  TWA  from  New  York  to  Los 
Angeles  for  two  might  have  cost  $676 
last  year.  But  now  a  two-for-one 
round-trip  on  twa,  good  until  Feb.  28, 
1991  but  bought  before  Nov.  30,  1990, 
costs  only  $428. 

Delta  now  awards  to  members  of  its 
frequent-flyer  program  a  free  ticket 
anywhere  on  its  domestic  system  af- 
ter as  few  as  two  round-trip  flights. 

The  U.S.  dollar.  The  bad  news:  It's 
now  worth  only  131  yen,  versus  144  a 
year  agO;  1.47  German  marks,  versus 
1.76  in  1989.  The  price  of  a  British 
pound  rose  to  $1.95  from  $1.59. 

But  there  is  a  bright  side,  too.  The 
weak  dollar  has  helped  your  interna- 
tional mutual  funds  rise.  Example: 
Scudder  International  Bond  Fund  cur- 
rently yields  9.12%,  and  has  had  an 


increase  in  net  asset  value,  in  dollar 
terms,  of  12.1%  over  the  last  12 
months. 

Lizard  boots.  Women's  lizard  boots  at 
Gucci  were  $765  last  year;  they're 
only  $460  now. 

Some  European  hotels.  So  many  U.S. 
travelers  are  shying  away  from  Europe 
that  some  hotels  now  offer  lower 
rates.  Through  Feb.  28,  for  example, 
the  Inter-Continental  in  London  is 
$209  per  night  for  a  double,  with 
breakfast  thrown  in.  Last  year  the  rate 
was  $318.  The  Portman  Inter-Conti- 
nental, on  London's  convenient  Port- 
man  Square,  is  $169,  versus  $230  last 
year.  Other  Intcr-Contincntal  hotels, 
in  Frankfurt,  Madrid  and  Rome,  are 
also  offering  special  rates  cheaper 
than  last  year's. 

A  savings  and  loan.  Make  an  offer. 
Consider  this:  In  April  1990  North 
Fork  Bancorp  of  Long  Island  agreed  to 
buy   Eastchester   Financial,    in   New 


York's  Westchester  County,  for  nearly 
$80  million.  In  October  North  Fork 
dropped  its  offer  by  23% ,  to  around  $62 
million.  Stay  tuned.  A  lower  bid  maybe 
coming — there  arc  no  other  takers. 

Fast  food.  Children's  Happy  Meals  at 
McDonald's  have  dropped  to  $1.99 
from  between  $2.20  and  $2.80  a  year 
ago  (depending  on  the  area  of  the 
country).  A  Happy  Meal  consists  of  a 
hamburger,  fries  and  a  drink.  On  the 
other  hand,  the  Big  Mac  went  for 
31.60  (national  average)  a  year  agO; 
now  it's  in  the  $1.65  to  $1.96  range. 

Potbellied  pigs.  In  the  Midwest, 
where  the  pettable  porkers  are  very 
popular,  a  female  piglet  costs  $2,500, 
down  from  $3,500  a  year  ago.  But  pig 
prices  are  holding  in  California.  Says 
Betty  Bceman,  of  the  Potbellied  Pig 
Registry  Service  in  Lakeville,  Ind., 
"Here  the  market  has  been  more  de- 
veloped, pet-wise." 

Who  says  1990  ended  on  a  gloomy 
note?  ■ 
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OUR  SERVICE 

IS  WHY  WE'RE 

SO  FREQUENTLY 

CHOSEN. 

When  it  comes  to  awards, 
British  Airways  has  won  more 
than  its  fair  share:  over  130  top 
honors  in  the  past  five  years 
alone.  And  every  one  can  be 
attributed  to  superior  service. 
Whether  it's  complimentary 
cocktails  in  Economy  Class, 
fine  dining  on  Royal  Doulton® 
china  m  Club®  Class,  or  the 
time-saving  ativantages  of 
Concorde— no  airline  is  more 
dedicated  to  the  concept  of 
service.  British  Airways  meets 
the  most  exacting  standards. 
Because  far  more  important 
than  winning  awards,  is 
winning  you  over. 


BRITISH  AIRWAYS 


The  world's  favourite  airline.' 


The  Goodyear  Eagle  GA 

Touring  Radial.  It  now  comes  with 

aM^OOO  stamp  of  approval. 


l-ypwf'      ' 


In  not  much  more  than  a  year, 
the  Eagle  GA  Touring  Radial  has 
become  one  of  the  most  successful 
tires  in  Goodyear s  history. 

You  will  now  find  it  as  original 
equipment  on  nine  imported  and 
domestic  sports  sedans  and  coupes. 

Including  the  $47,()()()  1990 
Audi  V8  Quattro. 

To  be  chosen  for  the  flagship  of 
the  Audi  line  gives  you  some  idea  of 
the  qualities  of  the  Eagle  GA. 

In  fact,  the  Eagle  CiA  was  designed 
for  cars  like  Audi  Quattro  V8. 

Cars  that  are  fast,  yet  luxurious. 

Cars  that  perform,  but  not  at  the 
expense  of  diiver  or  passenger  comfort. 

Tliose  very  same  qualities  are  at 


¥e' 


the  heart  of  the  Eagle  GAs  success. 

Every  Eagle  GA  is  speed-rated.  It 
also  comes  in  all-season,  mud  and 
snow  versions. 

And  the  Eagle  GA  is  available  in 
an  ever-increasing  number  of  sizes,  to 
fit  many  different  makes  of  cars. 

You  can  obtain  details  of  the  avail- 
ability of  Eagle  (iA  louring  Radials 
for  your  car  from  your  local  Goodyear 
retailer.  (Clall  l-8()()-C:AR-1999  for  the 
Goodyear  retailer  nearest  you.) 

As  you'll  discover,  the  Eagle  (iA 
Touring  Radial  is  a  tire  where  luxury 
meets  performance.  And  both  win. 

And  it's  another  reason  why  we 
say:  Ilie  best  tiies  in  I  he  world  have 
Goodyear  written  all  over  ihem. 


GOODpYCAR 

The  best  tires  in  the  world  have  Goodyear  written  all  over  them. 
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Behind  the  Figures 


Edited  by  Jason  Zweig 


Small  is  not  beautiful 


MlUA  /lie   (Ixarniai/  \\'/7/ui/)i  Bitilcy 
Congress  proposes,  localities  pay. 


Philadelphia  is  on  the  edge  of  bank- 
ruptcy, New  York  is  wobbly,  and 
Detroit  recently  had  to  pay  almost  9% 
to  sell  its  tax-exempt  debt.  So  will  big 
municipal  bonds  be  the  next  part  of 
the  financial  system  to  crumble?  Not 
according  to  William  Bailey,  chair- 
man of  MBiA  Inc. — who  had  better  be 
right,  since  his  firm  is  the  largest  mu- 
nicipal bond  insurer. 

Until  this  summer,  Armonk,  N.Y.- 
based  mbia  (estimated  1990  revenues, 
$225  million)  was  a  darling  of  the 
stock  market.  With  $150  billion  in 
exposure,  the  firm  covers  nearly  40% 
of  insured  municipal  bonds.  But  in 
September  Standard  &.  Poor's  down- 
graded Philadelphia's  debt  from  a 
junky  BBB-  to  a  trashy  CCC,  and 
mbia's  stock  crumpled  from  35  to  28 
almost  overnight.  Bailey  points  out 
that  MBIA  is  not  on  the  hook  for  its 
total  $123  million  in  Philadelphia 
coverage,  just  for  tbe  $9  million  in 
annual  interest — and  he  doesn't  think 
Philadelphia  will  default  anyway. 

Bailey  is  not  a  Pollyanna.  He  wor- 
ries that  municipal  finance  is  dancing 
more  than  ever  to  the  peculiar  tunes 
played  in  Washington.  Increasingly, 


Congress  is  mandating  that  local  gov- 
ernments supply  a  wider  array  of  ser- 
vices, without  providing  the  money 
to  pay  for  them.  "My  guess  is  that's 
going  to  be  the  next  revolt,"  says  Bai- 
ley. "Local  governments  are  going  to 
say  to  the  feds,  'We  just  can't  comply 
with  these  requirements.  You  want 
us  to  do  these  things,  then  put  your 
money  where  your  mouth  is.'  " 

Federally  mandated  spending  is  one 
reason  Bailey  worries  less  about  big 
cities  than  about  smaller  municipal- 
ities. Many  of  the  latter  are  vulnerable 
because  of  less  diversified  employ- 
ment and  reliance  on  state  aid.  "If 
you're  Podunk,"  he  adds  tartly,  "you 
could  go  into  default  before  anybody 
cared,  and  nobody  would  notice." 

Bailey,  64,  worked  at  Aetna  Life  for 
almost  25  years,  leaving  as  president 
in  1986  to  head  mbia.  He  is  frank 
about  the  future:  "I'm  pleased  to  be 
able  to  say  in  1 7  years  we've  never  had 
a  claim,  but  I  doubt  that  this  time 
next  year  I'll  be  able  to  say  that."  In  a 
worst-case  scenario,  in  I99I,  he 
guesses,  mbia  might  have  to  reserve 
against  up  to  15%  of  earnings. 


Not  the  retiring  sort 

John  Nevin,  the  new  controlling 
shareholder  of  Budget  Rent  a  Car 
Corp.,  says  he  has  no  interest  in  run- 
ning day-to-day  operations  at  the  Chi- 
cago-based firm.  That  would  be  a  first 
for  Nevin,  63,  whose  fiery  leadership 
has  revitalized  one  major  company 
after  another. 

At  Zenith  Electronics  Corp.,  where 
he  was  chairman  until  1979,  Nevin 
kept  the  consumer  electronics  line 
alive  while  leading  a  spirited  anti- 
dumping crusade  against  Japanese  im- 
ports. Then  he  went  to  Firestone  and 
rolled  the  giant  tire  company  back 
from  the  brink  of  insolvency  before 
selling  to  Japan's  Bridgestone  in  1988 
for  $2.6  billion. 

In  September  Nevin  bought  all  of 
Budget's  common  stock — 80%  of  its 
voting  shares — for  $1  million.  The 
seller:  Gibbons  van  Amerongen,  the 
Manhattan-based  lbo  firm  that 
helped  take  Budget  private  in  1989. 

Nevin  has  long  wanted  to  get  into 
car  rental.  While  at  Firestone  he  tried 
to  buy  each  of  the  top  four  rental 
companies,  but  no  deal  ever  material- 
ized. "It's  a  tough  business,  but  Bud- 
get's got  a  good  franchise  and  a  consis- 
tent history  of  growth  and  expan- 
sion," says  Nevin.  Budget,  with  $1 
billion  in  revenues,  is  the  number 
three  car  rental  firm.  After  buying 
back  franchisees  in  an  attempt  to  im- 
prove service  and  standardize  rates. 
Budget  says  it's  steadily  gaining  mar- 
ket share  on  leaders  Hertz  and  Avis. 

Nevin  lives  nicely  off  the  $20  mil- 
lion in  stock  option  profits  he  made 
on  the  Firestone/Bridgestone  merger. 
"I'm  enjoying  retirement,"  he  says. 
"I'm  just  not  interested  in  a  full-time 
job."  At  Budget,  adds  Nevin,  Chair- 
man Clifton  Haley  still  calls  the 
shots.  "There's  no  need  for  me  to  run 
the  company,"  Nevin  says.  "I  think 
it's  already  well  managed." 

Still,  people  who  know  him  say 
Nevin  won't  be  able  to  keep  his  hands 


l-onncr  J'livsfoi/c  ('lviin)iaii  JoLvi  \'criii 
Not  normally  a  backseat  driver. 
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off  his  new  company.  "Knowing 
Jolin,"  says  one  acquaintance,  "he'll 
do  more  than  he  told  his  wife  he 
would  " — John  Harris 


Redemption 

People  who  know  Morton  Interna- 
tional may  remember  it  was  once 
Morton  Thiokol,  the  company  that 
installed  the  faulty  O-rings  that  led  to 
the  1986  explosion  of  the  space  shut- 
tle Challenger  and  the  death  of  seven 
astronauts. 

Charles  Locke,  Morton's  chairman 
then  and  now,  refused  to  let  the  Chal- 
lenger disaster  shake  his  faith  in  new 
technology.  He  looked  at  the  future  of 
automobile  airbags  and  plunged  in. 
"We  invested  $100  million  in  it  before 
we  ever  made  a  penny,"  he  says.  And 
when  Locke  jettisoned  the  Thiokol 
rocket  division  in  a  spinoff  in  1989,  he 
wisely  hung  on  to  Thiokol's  airbag 
manufacturing  unit.  It  looks  like  an 
excellent  addition  to  Morton's  suc- 
cessful core  businesses  in  salt  and  spe- 
cialty chemicals. 

Today,  Chicago-based  Morton  In- 
ternational (fiscal  1990  sales,  $1.6  bil- 
lion) is  the  world's  leading  manufac- 
turer of  automotive  airbag  inflators. 
And  the  business  is  soon  to  get  much 
better.  Congress  mandated  in  1984 
that  all  cars  sold  in  the  U.S.  by  1990 
must  have  an  automatic  seat  belt  or 
an  airbag  on  the  driver's  side.  Bridling 
at  the  belts,  most  car  buyers  prefer  the 
airbags.  Some  5  million  cars  will  be 


Iliroshi  Taiiaka.  prcsideiil  of  Kyotaru  Co. 
A  taste  for  U.S.  restaurant  chains. 


made  with  airbags  this  year.  By  1995, 
predicts  Robert  Ottenstcin,  an  analyst 
at  First  Boston,  nearly  every  new  car 
sold  in  the  U.S.  will  have  two  front 
airbags.  That's  20  million  of  them. 
Morton's  airbag  business  should 
grow  from  $163  million  in  fiscal 
1990  revenues  to  more  than  $1  bil- 
lion by  1995.  Morton's  airbag  divi- 
sion— unlike  that  of  its  only  other 
domestic  competitor,  trw  Inc. — is 
already  solidly  profitable. 

"By  the  end  of  this  decade,"  says 
Charles  Locke  in  his  long  Mississippi 
drawl,  "there  will  be  thousands  of 
people  who  will  owe  their  lives  to 
airbags." — Christopher  Palmeri 


Mortoi  Iuteruatio)uil  ChairDuui  Charles  Locke 
Airbags  as  a  way  of  life. 


Hungry  restaurateur 

As  president  of  Kyotaru  Co.,  one  of 
Japan's  largest  chains  of  take-out 
sushi  shops,  60-year-old  Hiroshi  Ta- 
naka  feels  a  duty  to  fight  off  invaders 
like  McDonald's  and  Kentucky  Fried 
Chicken.  "Kyotaru  is  the  last  bastion 
of  carry-out  Japanese  food,"  he  says, 
"and  I  feel  an  urge  to  preserve  the 
[apancse  food  tradition." 

But  not  to  operate  solely  in  )apan. 
Tanaka,  the  son-in-law  of  the  founder 
of  Kyotaru  (1990  estimated  sales, 
$850  million),  fears  sky-high  land 
prices  and  a  labor  shortage  will  soon 
stifle  his  domestic  growth.  So  he  has 
been  buying  U.S.  restaurant  chains. 
"Mapy  U.S.  restaurant  companies 
have  financial  trouble  and  are  selling 
at  cheap  prices,"  says  Tanaka,  whose 
39%  of  Tokyo-listed  Kyotaru  is  worth 
$212  million. 

In  early  1 990  Tanaka  paid  $  1 1 2  mil- 
lion for  Manhattan-based  Restaurant 
Associates  Industries  Inc.,  which 
owns  112  restaurants,  including 
Mamma  Leone's  and  the  Sea  Grill  in 
midtown  Manhattan  and  Charlie 
Brown's  steak  house  chain  in  subur- 
ban New  York.  In  April  he  dished  out 
$94  million  for  San  Diego-based  Para- 
gon Steak  House  Restaurants,  which 
runs  the  Hungry  Hunter  and  Moun- 
tain Jack's  chains  of  steak  houses  in 
the  western  U.S.  In  the  past  couple  of 
years  he  bought  48  outlets  of  Arby's, 
the  roast  beef  sandwich  chain.  And  a 
few  years  back  Kyotaru  acquired  El 
Paso  Cantina,  a  chain  of  Mexican  res- 
taurants in  California. 

"I  shopped  in  a  big  way  in  1990," 
Tanaka  explains,  "because  it  will  be 
harder  to  do  in  a  couple  of  years  after 
U.S. -Japan  trade  friction  becomes 
more  severe." — Hiroko  Katayama 
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In  today's  Europe— and  tomorrow's— no  telecommu- 
nications company  can  put  you  on-line  with  more  com- 
petitive advantages  than  France  Telecom. 

We're  situated  at  the  geographical  heart  of  the  European 
Community.  But  even  more  important,  we  have  a  track 
record  of  translating  telecommunications  breakthroughs 
into  practical,  accessible,  affordable  customer  benefits. 


Connecting  with  France  Telecom  means  accessing  some 
of  today's  most  advanced  technology.  And  it  also  means 
connecting  with  one  of  the  world's  largest  telecommu- 
nications firms,  with  over  150,000  employees  on  five  con- 
tinents and  more  than  $15  billion  in  annual  revenues. 

To  learn  more  about  how  we  can  put  you  first  on-line 
in  Europe,  connect  with  France  Telecom  at  (212)  977-8630. 
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The  Best  Connections 
in  Europe? 


The  Forbes  Wall  Street  Review 


By  Eric  S.  Hardy 


The  stock  market  disappointed  inves- 
tors in  1990.  By  year-end,  the  broadly 
weighted  Wilshire  index  was  down 
almost  10%.  The  drop  has  probably 
gone  too  far  m  many  cases.  For  exam- 
ple, NCR  and  Vista  Chemical  recently 
received  takeover  bids  at  high  premi- 
ums to  their  previous  quotes.  And  a 
number  of  recently  proposed  initial 
public  offerings  indicate  that  there  is 
some  confidence  in  the  stock  market. 

Insurance  giant  Equitable  Life  is 
planning  to  go  public  to  raise  some 
badly  needed  capital,  and  at  least  one 
apparently  solid  thrift  institution  is 
also  selling  some  equity.  Chicago- 
based  Northwestern  Savings  &  Loan 
Association  intends,  like  Equitable, 
to  convert  from  mutual  to  stock  own- 
ership. Given  the  unsettled  market 
conditions  for  thrift  stocks,  this  is  a 
bold  move  for  Northwestern,  which 
has  $1.3  billion  in  assets. 

Are  there  any  worthwhile  bank  or 
thrift  stocks?  Al  Frank,  a  money  man- 
ager and  editor  of  the  rrucleiit  Specuki- 
tor,  a  Santa  Monica,  Calif,  newsletter, 
likes  a  few  of  these  companies.  For 
example,  Great  Western  Financial  is 
recommended  by  Frank  even  though 
Its  p/e  multiple  of  13  is  above  the 
industry  average.  "Great  Western  is 
trading  at  64%  of  book  value  and  of- 
fers a  7.5%  yield,"  observes  Frank. 
"Their  earnings  have  suffered  not  so 
much  from  operations  but  because  of 
government-mandated  writedowns 
for  the  industry." 
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The  Best  Performing  Stocks 


Company 

Price 

2-VKeek  change 

P/E 

Avg  vol  (thou)^ 

Rel  voP 

NCR 

90 '/8 

52% 

16 

19,287 

7,7 

Marriott 

ISVs 

31 

13 

5,459 

1.2 

Hilton  Hotels 

39'/8 

30 

19 

6.108 

3,3 

Brunswick 

m 

26 

10 

3,093 

2-1 

First  Interstate  Bancorp 

26'/. 

26 

NM 

6,625 

2,2 

The  Worst  Performing  Stocks 


Company 

Price 

2-VKeek  change 

P/E 

Avg  vol  (thou)^ 

Rel  vol^ 

Santa  Fe  Energy  Resources 

13'/. 

-19% 

NM 

1,122 

3,6 

Valero  Energy 

16'/8 

-15 

10 

2,202 

09 

Lotus  Energy 

19 

-15 

10 

5.974 

1,4 

Gulf  Canada  Resources 

8 '/a 

-14 

NM 

81 

0,8 

Mitchell  Energy  &  Development 

18'/4 

14 

29 

418 

1.0 

Closeup  on  the  Market 

index  or  investment 

Price 

2-week  change 

Index  or  investment 

Price  or  rate 

2-week  change 

Wilshire  Index 

6,000  stocks,  capitalization  weighted 

3,092,1 

4.2% 

Europe,  Australia,  New  Zealand  and  Far  East" 

(EAFE)  a  dollai  denominated  capitalization  weighted  index 

835,90 

5,9% 

Wilshire  index 

6,000  stocks,  equal  weighted 

17.1 

2.7 

Institutional^ 

Appioxiinalely  200  stocks  with  high  institutional  ownership 

95.61 

42 

Dow  Jones  industrials 

30  stocks,  di»isor-ad|usted  price  average 

2,614.4 

3.8 

Individual^ 

Approximately  200  stocks  with  low  institutional  ownership 

83  85 

2.5 

S&P  500 

Capitalizahon  weighted  cross  section,  maior  stocks 

329.3 

4.1 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted 

130.96 

5.0 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

1801 

4.0 

Gold^  (composite  ()uote  of  6  maioi  dealers) 

$373.20 

-4,1 

Yen^  (per  $0  S  ) 

132,25 

-0.9 

Amex 

Capitalization  weighted  total  return  slocks,  warrants 

306,7 

2.3 

Commodity  index^  (CRB  futures  index,  1967=  100) 

220,48 

-1.9 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

3715 

4.4 

Oil^  (W  Texas  Intermediate) 

$26,40 

-8.5 

T  billS^  (90  days) 

6,82% 

7  basis  points' 

Amex  International  market  index 

Capitalization  weighted,  50  largest  AORs 

302.3 

2.9 

Broker  loan  rate° 

9.25% 

unchanged 

Note:  All  data  for  periods  ending  12/13/90.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstandmg  stocks  because  of  retirements  oi  equity 
since  index  was  created.  Stocks  listed  above  have  market  capitalizations  of  $500  million  or  more.  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  .Monica,  Calif. 
-Average  daily  volume  over  a  2-week  period,  'Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  over  the  preceding  3  months.  'Morgan  Stanley 
Capital  International  Perspective  ''For  period  ending  12/14/90.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services  ''Kmght-Riddcr  Financial 
Information     A  basis  pmnt  is  equal  to  one-hundredth  of  .i  pereencige  point   N.M    Not  mc.iningful 
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What  the  Analysts  Think 


By  Steven  Ramos 


S&P  500  P/E*  vs.  Aaa  bondst 


Aaa  bonds 


'86 


•87 


'89 


'90 


•S&P  500  P/E  IS  the  recent  price  of  the  S&P  500 
divided  by  estimated  earnings  over  the  next  12 
months,  t Projected  price-to-coupon  ratio  tor  Moody's 
Aaa  corporate  bond  index. 


S&P  500  companies 


Ratio  of  estimate  increases  to  decreases 


0.70  — 


0.50  — 


0.30  — 


0.10  — 


DJFMAMjJAbON 


'89 


'90 


Forecasting  the  S&P  500 


Estimated 
Year     P/E 


%  change 
current  estimate 
vs.  3  months  ago 


Expected 
year-to- 
year 
EPS 
growth 


1989'    13.3 

1990  12.4 

1991  11.0 


NA 

-5% 

-6 


-5% 

2 

14 


1990  estimates  for  major  industry  groups 


Rising  estimates 


Falling  estimates 


misc  metals 
coal 

oil-integrated 
truckers 
International  oil 


airlines 
machine  tools 
steel 

automobiles 
money  center  banks 


One  year  ago  Wall  Street  figured  that  the  Standard  &. 
Poor's  500  would  rack  up  a  14%  earnnigs  increase  in  1990. 
But  as  last  year  closed,  the  projected  gain  was  down  to  a 
miserly  2%.  Now  analysts  think  the  s&i'  500  could  post  a 
14%  gain  in  1991,  hut  this  early  forecast  could  end  up 
being  as  wrong  as  the  one  made  for  the  previous  year.  In 
fact,  the  rosy  1991  projection  may  already  be  in  jeopardy: 
Analysts  are  currently  lowering  15  estimates  for  every  10 
they  raise  (see  ^rciph  at  center). 

Some  of  the  sharpest  swings  in  individual  company 
forecasts  reflect  the  volatility  in  petroleum  prices.  Four  of 


the  five  companies  showing  the  biggest  increases  in  1990 
estimates  arc  energy  firms.  Two  of  the  five  companies 
with  the  sharpest  estimate  decreases — amr  and  Goodyear 
Tire  <ik  Rubber — have  been  hurt  by  the  increase  in  fuel  and 
feedstock  prices.  These  are  consensus  forecasts.  Some 
analysts  are  predicting  that  amr,  for  example,  will  lose 
money  in  1990.  As  a  group,  analysts  are  anticipating  sharp 
losses  for  other  carriers  such  as  U.S.  Air  (a  loss  of  $8  a 
share)  and  Continental  Airlines  ($6.55  a  share). 

These  data  were  supplied  by  the  Institutional  Brokers 
Estimate  System,  a  service  of  Lynch,  Jones  &  Ryan. 


Who's  Hot 

These  companies  show  the  greatest  increases  in  estimates  over  the  past  three  months.^ 

1989 
Company/industry                                           EPS 

3-mo 
price  chg 

Reason 

recent 

3-mo  chg 

P/E 

Amerada  Hess/integrated  oil                           $5.87 

$3.87 

57% 

13 

-10% 

Capitalized  on  higher  oil  prices 

Cisco  Systems/computer  network  equip           0.99 

2.02^ 

44 

19 

54 

Increased  demand  for  network  products 

Oryx  Energy/oil  &  gas  exp&  prods                    0.73 

1.36 

35 

32 

-12 

Increased  natual  gas  and  crude  oil  prices 

Diamond  Shamrock/Integrated  oil                     2.20 

2.70 

34 

7 

-10 

Higher  refinery  margins 

Valero  Energy/natural  gas  &  refining                1.02 

2.07 

34 

10 

7 

Higher  refinery  margins 

Who's  Not 

These  companies  show  the  greatest  decreases  in  estimates  over  the  past  three  months.^ 

1989 

Company/industry                                           EPS 

3-mo 
price  chg 

Reason 

recent 

3-mo  chg 

P/E 

Inland  steel/steel                                        $3.15 

$0.57 

-73% 

41 

-18% 

Higher  start  up  costs  of  joint  venture  with  Nippon  Steel 

Chips  &  Technologies/semiconductors             1.88 

0.65^ 

-65 

12 

-28 

Declining  prices,  shipments  and  margins 

AMR/airlines                                                     7.16 

1.09 

-64 

40 

3 

Increased  jet  fuel  prices 

Meridian  Bancorp/banking                               2.32 

0.88 

-61 

13 

-12 

Rising  loan-loss  reserves 

Goodyear  Tire  &  Rubber/tire  &  rubber  prods       5.36 

0.54 

-61 

30 

-14 

Higher  raw  materials  costs  and  declining  market  share 

'Actual  ^Companies  with  market  capitalization  of  $100  million  or  more.  ''1991  estimate.  Earnings  proiections  are  Wall  Street  consensus  estimates  data  from  3,000  security 
analysts  compiled  by  the  Institutional  Brokers  Estimate  System,  a  service  of  Lynch,  (ones  &  Ryan  Investment  Services.  Aaa  bond  yield  forecasts  supplied  by  Blue  Chip 
Economic  Advisors.  NA:  Not  available. 
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"We've  found  a  community  of  people 

whose  work  habits  and  attitudes 

make  our  domestic  manufacturing  the  crown  jewel 

of  Schwinn's  global  network." 


thietes  are  a  study  in 
contrast,  clinging  to  the 
solid  traditions  of  their 

I 

sports,  yet  always  search- 
ing for  a  new  development  that  will  give 
them  a  sharper  edge. 

Today's  businesses  face  the  same 
challenge.  They're  looking  for  a 
location  that  combines  an  old- 
fashioned  work  ethic  with  a  recep- 
tiveness  to  change- the  winning 
mix  that  results  in  a  competitive 
advantage.  Corporate  America  is 
discovering  this  rare  combination  in 
Mississippi,  the  State  of  Change. 

Just  ask  executives  at  Schwinn 
Bicycle  Company  who  produce  30% 
of  their  world-famous  bicycles  at  a 
facility  in  Greenville,  Mississippi. 

"We  are  delighted  with  the 
quality  of  our  Mississippi  work- 
force," says  Richard  Schwirm,  Vice 
President  of  Manufacturing  and 
Produa  Development  for  the  cycling  and 
fitness  equipment  giant  "Our  employees 
are  eager  to  learn  and  to  improve  their 
skills,  and  readily  adapt  to  change. 
They're  willing  to  work  hard,  and  they've 


Richard  Schwinn 

Schmnn  Bicycle  Company 


•m    jr  The  State  of  Change 

Mssissiffi 


demonstrated  a  strong  commitment  to 
our  company  and  its  values.  They  pro- 
duce the  kind  of  top<}uality  produa 
our  customers  expect." 

The  Mississippi  facility  excels 
not  only  in  the  quality  of  the  prod- 
uct produced,  but  in  the  quantity  as 
well.  The  plant  already  boasts  a  high 
productivity  rate,  and  Schwinn  has 
plans  to  double  operations  at  the  facility 
within  the  next  18  months.  The  quality 
of  the  workforce  was  a  crucial  factor  in 
the  decision  to  expand  operations  in 
Mississippi. 

"We  are  confident  that  our  Missis- 
sippi workforce  will  be  able  to  increase 
production  without  sacrificing  quality;" 
says  Schwinn.  'Thafs  a  basic  component 
of  the  Mississippi  work  ethic-the  quality 
of  the  work  they  produce  is  as  important 
to  them  as  it  is  to  us." 

For  more  information  on  the  State 
of  Change,  call  or  write  Governor  Ray 
Mabus  or  J.  Mac  Holladay  Director; 
Mississippi  Department  of  Economic 
and  Community  Development,  P.O. 
Box  849,  Jackson,  Mississippi  39205; 
(60!)  359-3449. 
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Statistical  Spotlight 


Last  year  the  bears  came  out  on  top  in  our  annual 

survey  of  stock  pickers.  Heres  where  the  pros  are 

placing  their  bets  for  the  year  ahead. 

If  you  could  pick 
just  one 


By  Steven  Ramos 
and  Warren  Midgett 


The  bears  won  by  several  lengths  in 
Forbes'  1990  annual  if-you-could- 
buy-or-sell-only-one    contest.    Short- 


sellers  saw  their  picks  fall  an  average 
of  35%  last  year.  The  bulls  were  left 
in  the  dust:  In  12  months  their  buy 
choices  fell  5%,  matching  the  decline 
in  the  Dow. 
To  stay  in  Forbes'  "only  one"  con- 


test an  analyst  must  have  come  out  a 
winner  in  the  previous  year's  sweep- 
stakes; the  losers  arc  dropped  and  re- 
placed by  fresh  contestants.  Four  out 
of  our  five  1990  bears  are  back  this 
year.  Only  one  has  been  dropped,  John 
Brooks   of   Davis,    Mendel, 
Regenstein,     whose     short 
candidate,    Compaq    Com- 
puter, went  up  instead  of  go- 
ing down. 

The  hottest  bear  analyst 
was  Malcolm  Lowenthal  of 
Wertheim  Schroder.  He 
shorted  Bolar  Pharmaceuti- 
cal, which  fell  79%. 
Lowenthal  thinks  McDon- 
nell    Douglas     (NYSE,     AGVh] 

will  help  him  defend  his  ti- 
tle and  return  for  a  sixth 
time.  "Most  of  their  major 
new  projects  are  suffering 
serious  cost  overruns  or  de- 
lays, cash  flow  is  negative 
and  defense  spending  is 
coming  down  regardless  of 
what  happens  in  the  Gulf," 
say  Lowenthal. 

Alan  Gaines,  president  of 
Gaines,  Berland,  did  well 
shorting  Panhandle  Eastern 
(NYSE,  11'/k);  it  was  down 
some  60%.  For  1991?  Same 
stand.  Fie's  still  shorting 
Panhandle  Eastern.  Their 
"business  stinks,"  barks 
Gaines.  "They'll  be  bank- 
rupt by  this  time  next  year, 
if  not  earlier." 

Michael  Murphy,  editor 
I  if  the  Oivrpricccl  Slock  Scr- 
ricc.  picked  CopyTele  last 
year;  it  dove  35%  last  year. 
For  1991  he  has  Chase  Man- 
hattan Bank  (nyse,  1 1  Vk)  in 
his  sights.  Never  mind  that 
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Stocks  the  experts  love 

—and  hate 

As  in  previous  years,  we  asked  12  Wall  Street  types  to    chance;  the  remaining  7  are  newcomers.  Most  of  our 
pick  the  one  stock  they  thought  would  go  up  the  most    analysts  chose  companies  that  looked  capable  of  hold- 
in  the  year  ahead.  Five  contestants  from  our  previous    ing  up  well  in  an  economic  downturn.  At  the  bottom  of 
challenge    scored    high    enough    to    deserve    another    this  table  are  the  five  stocks  expected  to  fall  the  most. 

Name 

Affiliation 

Stock 

Business 

Price 

Latest  12 
EPS 

mos 
P/E 

From  the  bulls 

•  •  • 

John  Tauer 

Piper,  Jaffray  &.  Hopwood 

Philip  Morris 

cigarettes  &.  food  processing 

Sli/i 

3.81 

13.5 

Thomas  Bailey 

[anus  Capital 

Mid-American  Waste  Sys 

solid  Vkfaste  management 

27 

0.70 

38.6 

Brenda  Lee  Landry 

Morgan  Stanley 

Procter  &  Gamble 

household  &  personal  care  prods 

86'/: 

4.47 

19.4 

Van  Brady 

Presidio  Management 

Healthdyne 

home  health  care  services 

8'/; 

0.61 

13.9 

Byron  Sanders 

The  Speculator 

Omega  Health  Systems 

eye  care  centers 

4'/2 

NA 

NM 

Mariola  Haggar 

Prescott,  Ball  &  Turben 

Baxter  International 

mfr,  dist  hospital  &  lab  products 

ISVs 

-0.27 

NM 

Steven  Neamtz 

Investment  Trust  of  Boston  Fund 

Blockbuster  Entertainment 

video  retail,  rental  stores 

25  Vs 

0.80 

31.7 

Stephen  Timbers 

Kemper  Financial  Services 

MBIA 

insurance  for  muni  bonds 

27'/„ 

3.24 

8.6 

Dwight  Pike 

Knights  of  Columbus 

Avery  Dennison 

adhesives,  labels,  office  products 

IVVa 

1.57 

12.6 

lack  Granahan 

Granahan  Investment  Mgmt 

Telxon 

hand-held  inventory  computers 

13Vk 

-0.4K 

NM 

Nicholas  ReitenbachYamaichi  International  America 

BSN  Groupe* 

food  &  beverage  products 

30V4 

1.77-i 

17.4 

Jean-Marie  Eveillard  SoGen  International  Fund 

Bank  for  Inti  Settlements 

banking 

S,869 

431.231 

9.0 

. . .  and  the  bears 

Malcolm  Lowenthal  Wertheim  Schroder 

McDonnell  Douglas 

aerospace 

46y» 

3.43 

12.7 

Alan  Gaines 

Gaines,  Berland 

Panhandle  Eastern 

natural  gas  lines 

1  I  l/H 

0.77 

14.4 

Michael  Murphy 

Overpriced  Stock  Service 

Chase  Manhattan  Bank 

banking 

1 1 '/« 

-2,67 

NM 

Benjamin  Kopin 

Gilford  Securities 

Wells  Fargo 

banking 

SfiM* 

13.43 

4.2 

Joseph  Barthel 

Flopper  Soiiday 

Marriott 

hotels,  food  service  management 

13% 

1.01 

13.5 

I'riccs  as  (if  12  13'90 

NA;  \c)i  .iwiil.ihic      \M   Not  iiKMiiiii 

Ulul       'ADK      tAsot  ristal  \LMi-cnd  -1  -iD'^O      t  As  ot  tisoil  \  ear-end  1 

i.M  «9, 

the  stock  is  already  down  nearly  70% 
in  a  year.  "Of  all  the  maior  banks, 
Chase  has  the  best  combination  of  too 
much  leverage  and  really  lousy 
loans,"  he  says. 

Benjamin  Kopin,  a  vice  president  of 
Gilford  Securities,  picked  Green  Tree 
Acceptance  last  year.  It  was  down 
31%  for  1990.  Wells  Fargo  (nyse, 
56  Vk),  the  nation's  12th-largest  bank, 
is  Kopin's  target  for  this  year.  Kopin 
believes  the  bank's  real  estate  and  lbo 
portfolios  are  in  bad  shape.  "As  the 
California  real  estate  market  fades 
into  the  sunset,  a  lot  of  things  are 
going  to  come  back  to  haunt  them," 
says  Kopin. 

Seven  of  last  year's  12  bullish^stock 
pickers  dropped  off  our  list  this  year. 
But  not  all  the  bulls  were  sent  to  the 
slaughterhouse.  Here  are  those  whose 


picks  paid  off; 

lohn  Tauer  of  Minneapolis-based 
Piper,  Jaffray  &  Hopwood  shone.  His 
choice,  Wholesale  Club,  a  members- 
only  warehouse  retailer,  rose  67%. 
What's  his  choice  for  this  year?  Tauer 
IS  defending  his  title  with  Philip  Mor- 
ris (NYSE,  51'/4).  He  likes  the  stock's 
low  p/e  (13),  as  well  as  its  earnings 
growth  potential  and  above-average 
dividend  growth.  Most  of  all,  Tauer 
likes  Philip  Morns'  bountiful — $2  bil- 
lion— supply  of  cash,  which  could 
be  spent  on  international  food  compa- 
nies like  recently  acquired  Swiss  cof- 
feemaker  and  confectioner  Jacobs 
Suchard. 

Another  sleek  bull  was  Janus  Capi- 
tal President  Thomas  Bailey.  His 
choice  for  1990,  Blockbuster  Enter- 
tainment,   gained    38% — enough    to 


put  him  in  second  place.  This  year  he 
likes  Mid-Amcrican  Waste  Systems 
(o-t-c,  27),  a  midwestern  landfill  man- 
agement firm.  "It's  cheaper  than 
Chambers  Development  or  Waste 
Management  and  better  run  than 
Browning-Ferns.  Growth  over  the 
next  few  years  can  be  pretty  drama- 
tic," says  Bailey. 

Morgan  Stanley's  consumer  prod- 
ucts analyst  Brenda  Lee  Landry  also 
did  pretty  well  on  the  bull  side.  Her 
pick  last  year,  Gillette,  gained  26%. 
She  is  playing  it  safe  this  year,  recom- 
mending Procter  &  Gamble  (nyse, 
86'/2).  She  likes  its  cash  flow,  clean 
balance  sheet  and  relatively  reces- 
sion-resistant business.  "Even  if  oil 
spikes  up  again,  they  can  pass  on  the 
price  increases,"  claims  Landry. 

Van  Brady,   a  partner  in  Presidio 
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Management,  is  selecting  another 
medical-related  issue.  Brady's  previ- 
ous choice,  Health  Images,  rose  15%. 
His  new  favorite:  Healthdyne  (o-t-c, 
S'/i),  the  second-largest  U.S.  supplier 
of  obstetrical  home  health  care.  "It 
offers  a  much  lower  health  care  cost 
alternative  by  keeping  patients  out  of 
hospitals  and  treating  them  at  home," 
says  Brady. 

Byron  Sanders,  editor  of  the 
Speculator,  is  also  on  a  health 
kick.  He's  going  with  a  small- 
ish company  called  Omega 
Health  Systems  (o-t-c,  AVi),  an 
outfit  that  operates  and  man- 
ages eye  care  clinics.  He's 
banking  on  new  chief  execu- 
tive and  major  shareholder 
Andrew  Miller,  who  founded 
Surgical  Care  Affiliates  in 
1982.  Its  1984  initial  pubhc  of- 
fering was  one  of  the  more  suc- 
cessful IPOS  of  the  decade. 
Sanders  doesn't  think  Omega 
Health  Systems  has  the  same 
explosive  potential,  but  he 
does  project  that  sales  will  rise 
to  perhaps  $50  million  in  a  few 
years.  Small  companies  are 
Sanders'  forte:  His  choice  last 
year.  General  Parcel  Service, 
rose  6% . 

The  first  newcomer  to  the 
Forbes  "only  one"  sweep- 
stakes is  Mariola  Haggar,  vice 
president  of  equity  research  at 
Prescott,  Ball  &.  Turben  in 
New  York.  Haggar  expects 
Baxter  International  (nyse, 
2878),  the  world's  largest  man- 
ufacturer and  distributor  of 
hospital  supplies  and  equip- 
ment, to  rebound  this  year. 
The  company  had  a  $566  mil- 
lion writeoff  in  1990  but  is 
forecast  to  earn  just  under  $2  a 
share  this  year.  "Based  on  p/e, 
price  to  sales  and  price  to  book,  it's 
the  cheapest  hospital  supply  stock 
out  there,"  says  Haggar. 

Although  entertainment  stocks 
were  down  30%  this  year,  Steven 
Neamtz,  a  senior  vice  president  of  the 
Investment  Trust  of  Boston  Fund,  is 
betting  on  Tom  Bailey's  former  pick. 
Blockbuster  Entertainment  (nyse, 
25%),  the  nation's  leading  operator  of 
videocassette  retail  and  rental  stores. 
"It's  a  good  recession  stock,  because 
people  will  still  spend  money  on  en- 
tertainment," explains  Neamtz. 

Chicago-based  Kemper  Financial 
Services'  chief  investment  officer, 
Stephen  Timbers,  also  has  a  stock  he 


thinks  is  suited  for  troubled  times. 
His  pick,  MBiA  (nyse,  27%),  insures 
municipal  bonds.  Timbers  observes 
that  as  people  begin  to  worry  about 
municipalities'  being  able  to  service 
debt,  the  demand  for  mbia's  insurance 
will  increase.  He  likes  mbia's  long- 
term  debt-free  balance  sheet — a  posi- 
tive point   when  other  insurers  are 


The  bad  news  bulls 

Our  buy-side  experts  saw  their  picks  fall  5% — 
the  same  as  the  Dow.  The  five  short-sellers 
profited:  Their  stocks  fell  35%. 

Name/stock                                                                % 

change 

The  bulls  got  slaughtered 

John  Tauer/Wholesale  Club 

67% 

Thomas  Bailey/Blockbuster  Entertainment 

38 

Brenda  Lee  Landry/Gillette 

26 

Van  Brady/Health  Images 

15 

Byron  Sanders/General  Parcel  Svc 

6 

Kathleen  Wasescha/Southwest  Bell 

-3 

David  Elias/General  Electric 

-13 

Frederick  Moran/Video  Jukebox 

-18 

David  Katz/Pic  'N'  Save 

-32 

Shunichi  Hari/Fanuc 

-39 

Horacio  Valeiras/NV  Philips  ADR 

-46 

Phillip  Lamoreaux/Hospital  Staff  Svc 

-61 

The  bears  made  money 

Malcolm  Lowenthal/Bolar  Pharm 

-79 

Alan  Gaines/Panhandle  Eastern 

-60 

Michael  Murphy/Copy  Tele 

-35 

Benjamin  Kopin/Green  Tree  Acceptance 

-31 

John  Brooks/Compaq  Computer 

30 

Closing  price.-i  Now  l4,  1990, 

having  financial  difficulty. 

Another  newcomer,  Dwight  Pike,  a 
vice  president  at  New  Haven,  Conn.- 
based  Investments  Knights  of  Colum- 
bus, likes  Avery  Dennison  (nyse, 
19%),  one  of  the  world's  largest  sup- 
pliers of  office  products.  "They  are 
making  all  the  right  moves  to  stay 
competitive."  Avery  recently  merged 
with  Dennison  Manufacturing. 

Jack  Granahan,  president  of  an  in- 
vestment management  firm  that 
bears  his  name  in  Waltham,  Mass., 
picks  Telxon  (o-t-c,  \y/n],  sl  maker  of 
hand-held  computers  used  for  inven- 
tory-gathering and  field  research. 
Even  during  hard  times  companies 


use  this  type  of  equipment  to  cut 
costs.  "They've  already  made  some 
payroll  cuts  last  year  and  are  on  the 
rebound  when  everyone  else  is  on  the 
decline,"  says  Granahan. 

New  player  Nicholas  Reitenbach,  a 
global  portfolio  strategist  at  Yamaichi 
International  America,  has  selected 
French  food  and  drink  giant  bsn  (o-t-c- 
traded  adrs,  30%).  "It  is  a  very 
well  balanced  company  and  is 
a  blue  chip  on  the  French  mar- 
ket," boasts  Reitenbach.  The 
name  "bsn"  might  not  mean 
much  to  most  Americans,  but 
the  company  has  high-profile 
products  such  as  Dannon  Yo- 
gurt and  Evian  Spring  Water. 
He  feels  bsn  should  benefit 
from  its  recent  acquisitions  of 
biscuit  and  salted  snack  food 
makers,  including  Nabisco's 
Malaysian  and  Hong  Kong 
subsidiaries. 

This  year's  second  foreign 
stock  comes  from  Jean-Marie 
Eveillard,  a  portfolio  manager 
of  the  SoGen  International 
Fund.  This  mutual  fund  was 
on  our  last  honor  roll  (Sept.  3, 
199U).  The  fund,  distributed 
by  Sogen  Securities  in  New 
York  City,  has  8%  of  its  assets 
in  gold-related  securities. 
That's  one  reason  Eveillard  is 
picking  Bank  for  International 
Settlements  (o-t-c,  Basel,  Swit- 
zerland, 3,869).  "Having  this 
stock  is  like  having  gold  at  be- 
low $50  an  ounce,"  says  Eveil- 
lard. He  notes  that  its  vaults 
are  filled  with  gold,  it  has  no 
junk  bonds  or  real  estate  loans, 
and  It  sells  for  less  than  eight 
times  earnings  while  yielding 
over  4% . 

Our  sole  new  short-seller  is 
Joseph  Barthel,  Hopper  Soli- 
day's  director  of  investment  strategy. 
Barthel  says  hotel  and  food  operator 
Marriott  (nyse,  I3yx)  is  loaded  with 
problems.  This  stock  is  already  down 
70%  from  its  1987  high,  and  Barthel 
thinks  it  could  sink  to  7  by  year-end. 
"It's  loaded  with  debt,  and  its  margin- 
al dividend  yield  isn't  enough  to  sup- 
port it  |the  stock],"  he  says. 

This  year's  bears  seem  to  have 
stronger  convictions  than  do  the 
bliUs.  The  bulls,  for  the  most  part,  are 
defensive.  It's  hard  not  to  be,  given  all 
the  hand-wringing  stories  showing  up 
in  the  daily  press.  Which  leads  to  a 
final  bit  of  advice:  Just  remember,  the 
consensus  is  often  wrong.  ■ 
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AMERICAS  BANKERS  VOICE  THEIR  CONCERIM 


Just  a  couple  of  facts 

can  make  all  the 

difference. 


Richard  Kirk,  Chairman 

UnitEd  Bank  of  Denver.  Denver  CO 

President  American  Bankers 

Association 


"Industries,  individuals,  and 

regions  have  ups  and  dovms— 

most  of  them  unpredictable. 

And  banks  reflect 

the  economy.' 


This  message  sponsored  by: 

AMERICAN  BANKERS 

ASSOCIATION 

1120  Connecticut  Avenue.  N.W 
Washington.  D.C.  20036 


A  newspaper  Rudyard  Kipling  subscribed  to  published  by  nnistake  an  announcement 
of  his  death.  Wrote  Kipling  to  the  editor:  "I've  just  read  that  1  am  dead.  Don't  forget  to 
delete  me  from  your  list  of  subscribers!' 

The  papers  have  not  yet  declared  the  banking  industry  dead.  But  with  the  rubble  of 
much  of  the  savings  and  loan  industry  lying  at  the  nation's  feet,  the  question  on  people's 
minds  and  in  newspaper  headlines  is  "Are  the  banks  next?"  The  interest  in  any  important 
parallels  is  understandable.  But  the  analyses  often  overlook  two  vital  facts  about  the 
banking  industry: 

Vital  Fact  #/.  Banks  are  different  from  S&Ls  in  fundamental  ways.  Historically, 
banks  have  been  subject  to  more  stringent  regulation  (the  rules  under  which  they 
operate),  supervision  (examination  of  performance  under  and  adherence  to  those  rules), 
and  capital  standards  (the  cushion  against  losses)  than  SSLs.  When  the  going  got 
tough  for  S&Ls,  they  got  lower  capital  standards,  squishy  accounting  practices  that 
camouflaged  their  condition,  and  relaxed  supervision.  By  contrast,  banks  have  increased 
their  capital  and  reserves  against  loan  losses,  and  failed  banks  have  been  closed 
promptly.  Yes,  some  banks  have  problems.  But  the  industry  ended  the  year  brimming 
with  $16  billion  in  profits  and  over  $200  billion  in  capital. 

Vital  Fact  «Z.  Banks  are  supposed  to  take  risks.  They  lend  people  money  with 
the  expectation  that  it  will  be  paid  back.  Sometimes  it  isn't.  Banking  is  a  business  of 
judging  which  people  and  projects  are  good  credit  risks.  Most  times  their  judgments 
are  right.  Sometimes  they're  wrong.  But  their  job  is  to  go  on  making  judgments. 

"If  you  have  zero  loan  losses,  you're  not  doing  your  job!'  Federal  Reserve 
Board  Chairman  Alan  Greenspan  told  the  Board  of  Directors  of  the  American  Bankers 
Association  last  May.  My  hunch  is  that  the  public  never  considers  this  notion,  which  is 
fundamental  to  the  growth  of  our  economy.  Ask  the  man  on  the  street  if  banks  should 
have  loan  losses,  and  he'll  probably  say  no.  (The  only  time  he  thinks  bankers  should  take 
leaps  of  faith  is  when  it's  his  loan  application.)  Yet  to  be  a  banker  is  to  daily  make 
judgments  that  an  individual  or  business  can  repay  a  loan  and  to  take  that  chance. 

Industries,  individuals,  and  regions  have  ups  and  downs— most  of  them  unpredict- 
able. And  banks  reflect  the  economy.  Bankers  who  have  extended  credit  in  good  times 
wake  up  to  find  themselves  riding  the  toboggan  downhill  when  the  economy  softens. 
Such  events  do  not  herald  the  end  of  the  world;  they  are  the  push  and  pull  of  risk- 
taking  and  regulation/supervision. 

Regulations  limit  banks'  exposure,  and  supervision  monitors  deterioration  in 
much  the  same  way  that  an  annual  physical  monitors  symptoms.  Sometimes  a  change 
in  behavior,  medicine  or  even  hospitalization  is  required  to  return  the  individual  to  health. 
And  some  patients  die.  So,  too,  with  banking.  Some  banks  fail.  But  those  who  nervously 
report  that  500  banks  have  problems  ignore  the  fact  that  12.000  banks  are  rock-solid  — 
and  that  the  FDIC  fund  is  fully  financed  by  banks,  not  taxpayers.  When  the  fund  goes 
down  (as  it  has),  bank  premiums  go  up  (as  they  have). 

Banks  are  not  trying  to  sweep  bank  problems  under  the  rug.  Bankers'  concerns 
are  the  same  as  the  regulators'  concerns.  Neither  one  wants  a  bank  to  fail  any  more  than 
a  patient  or  doctor  wants  the  patient  to  die.  Bankers  want  guidance  on  how  to  remain 
profitable.  And  we  want  crooks  to  go  to  jail  and  poor  managers  to  go  into  a  different 
line  of  work  where  they  won't  be  driving  up  our  FDIC  premiums. 

We  all  care  about  banking's  future,  whether  it's  our  occupation  or  the  resting 
place  for  our  savings.  But  it  would  be  a  mistake  to  cause  added  problems  in  the  banking 
industry  and  the  economy  by  drawing  misleading  parallels  with  the  S&L  crisis,  if  you 
have  questions  about  your  bank,  you  won't  find  the  answers  that  matter  in  the 
newspaper.  You'll  find  them  at  the  bank.  Call  your  banker  Talk  to  us.  That's  what 
we're  here  for. 


Van  Kampen  Merritt 


VAN  KAMPEN  MERRITT  U.S.  GOVERNMENT  FUND 

NOT  JUST  % 

BUT  1  FOR 

FIVE  YEARS 


The  Van  Kampen  Merritt  U.S.  Government  Fund  is  ranked  the  number 
one  performing  U.S.  Mortgage  Fund  for  the  five-year  period  ended 
September  30, 1990. 

What  does  this  mean  to  you?  The  potential  for  a  rewarding  long-term 
opportunity— especially  if  you  seek: 

•  High  current  income 

•  Safety  of  principal 

•  Outstanding  total  return  over  time. 

It's  one  thing  to  be  number  one  for  one  year,  but  it  takes  something  more 
to  do  it  over  a  five  year  period.  Find  out  about  this  consistently  winning 
performer.  Past  performance  is  no  guarantee  of  future  results.  Ask  your 
investment  representative  for  a  prospectus  containing  more  complete 
information,  including  charges  and  expenses.  Please  read  it  carefully  before 
you  invest  or  send  money.  Or  call  us  direct.  Call  1-800-DIALrVKM  ext.1012. 


*Lipper  Analytical  Services  ranks  the  Fund  among  1 1  funds  in  the  category  for  the  five-year  period  9/30/85-9/30/90  and  uses 
total  return  figures  based  on  the  assumption  that  all  distributions  are  reinvested  and  that  Fund  shares  are  purchased  without  a 
sales  charge.  Over  the  time  period  measured,  the  net  asset  value  of  the  U.S.  Government  Fund  was  $15.49  on  9/30/85  and  $14.92 
on  9/30/90.  Investment  performance  and  net  asset  value  will  fluctuate  with  market  conditions.  *  denotes  a  registered  trademark 
of  Van  Kampen  Merritt  Inc. 

Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 

Investing  with  a  sense  of  direction® 


Capital  Markets 


MONEY  &  INVESTMENTS 


By  Ben  Webennan 


With  state  and  municipal  credits  deterio- 
rating, muni  bonds  are  no  longer  the 
same.  Here  are  some  basic  techniques  for 
picking  safe  tax-free  munis. 

BACK  TO  BASICS 


spell  trouble.  On  the  other  hand, 
food  and  drug  businesses  will  tend 
to  ride  out  downturns. 

•  Diversify  your  portfolio  to  guard 
against  excessive  dependence  on  a 
single  geographic  area.  Out-of-state 
investing  could  subject  the  interest 
income  to  in-state  taxes,  but  the 
move  may  well  be  worth  it,  espe- 
cially in  states  like  Illinois,  Wiscon- 
sin and  Texas  that  have  low  in- 
come-tax rates. 

•  Upgrade  whenever  you  can.  There 
is  a  very  narrow  spread  between  the 
yields  of  the  highest  investment- 
quality  bonds  and  decent-quality 
Baa-rated  issues — no  more  than  90 
to  95  basis  points  for  20-  to  30-year 
general  obligation  issues,  except 
where  the  market  identifies  specific 
problems.  Anyone  who  is  holding 
municipal  bonds  rated  A  or  Baa 
should  consider  swapping  a  portion 
of  their  holdings  into  higher-rated 
issues,  a  good  pcace-of-mind  move 
in  these  uncertain  times. 

•  Consider  bonds  that  carry  insur- 
ance. These  issues  are  likely  to  in- 
crease in  popularity  as  people  be- 
come more  concerned  about  credit 
quality.  They  carry  generous  yields 
of  as  much  as  1 15  basis  points  above 
the  comparable  Treasurys  on  an  af- 
tertax basis,  says  George  D.  Fried- 
lander,  managing  director  and  mu- 
nicipal market  strategist  at  Smith 
Barney,  Harris  Upham  (!k  Co. 

•  Finally,  make  sure  you  are  dealing 
with  a  broker  who  understands  the 
tax-free  bond  business — and  that  he 
or  she  is  backed  up  by  a  strong  bond 
desk  and  a  good  municipal  analyst. 
Keen  grasp  of  the  obvious?  Too 
many  customers  are  not  well  served 
by  brokers  who  make  offhand  rec- 
ommendations from  their  firms'  of- 
fering sheets  without  knowing  any- 


The  start  of  a  new  year  is  always  a 
good  time  to  reassess  investment 
strategies.  If  you're  in  the  municipal 
bond  market,  it's  perhaps  an  even 
more  compelling  exercise  to  do 
now,  given  the  shaky  economic  out- 
look and  the  deteriorating  credit  sit- 
uations facing  many  municipalities 
and  state  governments. 

Careful  credit  analysis  has  never 
been  more  important.  Investors 
have  to  cope  with  rapid  shifts  in 
credit  quality,  and  some  of  the  old 
perceptions  about  the  market  sim- 
ply don't  hold  true  anymore.  As  re- 
cently as  half  a  year  ago,  for  in- 
stance, general  obligation  bonds 
yielded  less  than  single-source  reve- 
nue bonds.  The  latter  are  now  likely 
to  trade  at  about  the  same  price  and 
yield  the  same  as  bonds  paid  from 
the  taxes  of  a  community. 

So  here  are  some  general  guide- 
lines to  follow  plus  some  specific 
investment  recommendations  for 
both  general  obligation  issues  and 
plain-vanilla  revenue  bonds. 
•  Look  for  regions  or  cities  that 
have  strong  population  and  employ- 
ment growth.  Then  see  what  indus- 
tries are  based  there.  Are  they  reces- 
sion sensitive?  Heavy  dependence 
on  durable  goods  production  could 

Ben  Wehenuan  is  a  columnist  of  Forbus 
mauazine. 


thing  about  the  basic  securities. 

Richard  A.  Ciccarone,  director  of 
fixed-income  research  at  Chicago- 
based  Kemper  Capital  Markets,  fig- 
ures the  Southwest  will  outperform 
the  rest  of  the  U.S.  economically 
this  year.  Texas  should  be  helped  by 
the  recent  oil  price  increases.  He 
recommends  Texas  Municipal  Pow- 
er Agency  7s  of  2012,  yielding 
7.15%  to  maturity.  But  Oregon  and 
Washington  should  experience 
slower  growth.  Pockets  of  Califor- 
nia, San  Diego  in  particular,  will 
remain  relatively  strong.  Ciccarone 
likes  San  Diego  Regional  Transpor- 
tation 6.9s  due  2009,  yielding  6.9%, 
and  Southern  California  Public 
Power  Authority  (transmission) 
7y«s  due  2021,  trading  to  yield  7.1%. 

In  other  areas  of  the  country,  par- 
ticularly up  north,  economic  slow- 
ing in  sectors  such  as  the  auto  in- 
dustry is  starting  to  show  up.  This 
could  be  reflected  soon  in  munici- 
pal bond  credits  in  certain  areas  of 
Michigan  and  Illinois. 

In  Texas,  Ciccarone  likes  the  Har- 
ris County  Toll  Road  7.4%  senior 
lien  revenue  bonds,  due  2017  (yield 
to  maturity  7.45%),  and  would 
swap  them  for  the  subordinated  lien 
general  obligations  of  the  county. 

In  addition,  he  likes  Projects  1,  2 
and  3  bonds  of  the  Washington  Pub- 
lic Power  Supply  System,  and  he 
recommends  the  8%  coupon  bonds 
of  Washington's  Snohomish  Public 
Utility  District,  due  2015,  yield  to 
maturity  7.63%. 

Ai^ong  Midwest  bonds  on  his 
recommended  list  are  the  City  of 
Madison,  Wis.  6y4%  general  obliga- 
tions of  2000,  yielding  6.4%,  and 
the  University  Hospitals  of  Cleve- 
land 6yKS  (issued  by  Cuyahoga 
County,  Ohio)  due  2019,  priced  to 
yield  6.95%  to  maturity. 

On  the  East  Coast,  Tom-Erik 
Bockman-Pedersen,  vice  president 
of  research  at  Donaldson,  Lufkin  (!k 
Jenrette  Securities,  sees  continued 
weakness  in  the  New  England 
states  but  thinks  the  economies  of 
the  mid-Atlantic  states,  including 
Maryland,  are  stabilizing.  He  likes 
the  6.8%  Maryland  General  Obliga- 
tion State  &.  Local  Facilities  bonds, 
due  2005,  yielding  6.65%.  In  the 
South,  North  Carolina's  economy 
continues  to  do  well,  while  South 
Carolina  has  a  strong  tourism  pull. 
Bockman-Pedersen  recommends 
the  6'/?%  coupon  South  Carolina 
State  Capital  Improvement  bonds 
(Series  V)  due  2006,  which  yield 
6.6%  to  maturity.  ■ 
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The  Contrarian 


MONEY  &  INVESTMENTS 


By  David  Dreman 


Corporate  America  is  being  squeezed 
bard  by  deleveraging,  which  makes  for  a 
classic  investment  opportunity  ahead. 

OPPORTUNITIES 
FOR  THE  BRAVE 


chance  of  default,  the  investor 
should  be  carefully  diversified  in 
junk.  My  advice?  Buy  a  good  no-load 
junk  bond  mutual  fund.  (You  will 
find  them  listed  in  the  Forbes  annu- 
al mutual  fund  issue,  Sept.  ,1  J990.) 

Where  else  is  there  opportunity  in 
the  turmoil?  Banks  and  other  finan- 
cial institutions.  These  are  undergo- 
ing the  worst  shakeout  since  the 
1930s,  but  many  of  the  stocks,  trad- 
ing at  less  than  50%  of  their  market 
values  of  only  12  months  earlier,  are 
starting  to  look  attractive. 

You  can't  buy  these  financial 
stocks  indiscriminately.  Despite 
major  writedowns  by  banks  and 
other  financial  companies,  some 
continue  to  face  significant  expo- 
sure to  bad  investments.  But  the 
market  has  pushed  the  entire  group 
down  to  a  level  where,  even  if  a 
nightmare  scenario  were  to  be 
played  out,  most  are  cheap. 

Even  after  adjusting  the  stronger 
banks'  reserves  to  near-doomsday 
assumptions  (which  are  far  more 
severe  than  even  the  ultratough 
standards  of  the  current  regulators' 
audits),  book  values  would  still 
often  remain  well  above  current 
market  price.  A  good  rule  in  this 
sector  is  to  diversify  fairly  broadly. 
Here  are  three  bank  stocks  that  look 
reasonable  at  today's  prices: 

Banc  One  Corp.  (26)  is  one  of  the 
strongest  Midwest  bank  holding 
companies;  it  has  also  acquired  a 
major  stake  in  Texas  at  bargain 
prices.  Earnings  arc  faring  signifi- 
cantly better  than  the  industry  and 
should  be  up  over  10%  in  1990  and 
again  in  1991.  The  stock  trades  at  a 
p/e  of  10  and  yields  3.9%. 

hirst  Chicago,  the  llth-largest 
bank  in  the  country,  has  dropped 
from  a  high  of  50  in  late  1989  to  its 


The  financial  excesses  of  the  1980s, 
though  legendary,  still  have  more 
unwinding  ahead,  particularly  if  the 
recession  takes  a  nasty  turn.  Does 
this  mean  you  should  keep  your 
head  down  and  stay  100%  in  cash? 
No.  A  tough  period  like  this  creates 
classic  opportunities.  Staying  in 
cash  means  you  miss  these  opportu- 
nities. How  to  grab  them? 

Let's  start  with  junk  bonds, 
where  yields  now  often  top  20%. 
Approach  this  area  with  caution. 
There  is  a  good  chance  that  prices 
will  keep  moving  south,  with  high 
default  rates  likely  to  continue,  if 
not  to  accelerate,  in  the  current 
recession.  But  an  old  Wall  Street 
saying  is,  "No  bell  rings  at  the 
bottom" — meaning  that  people  who 
hold  off  waiting  for  the  very  bottom 
usually  get  left  behind.  So  this  looks 
like  a  good  time  to  start  buying 
junk,  but  gradually,  using  dollar- 
cost  averaging,  over  the  following 
three  or  four  quarters. 

I  don't  recommend  that  the  aver- 
age investor  buy  individual  junk  is- 
sues. There  are  too  many  financial 
and  legal  complications  demanding 
detailed   analysis,    and,    given    the 
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current  price  of  18.  Even  after  large 
writeoffs  for  bad  real  estate,  loans  to 
lesser  developed  countries  and  oth- 
er assets,  the  company  .is  at  a  33% 
discount  to  current  book.  The  stock 
trades  at  a  price/earnings  multiple 
of  4  and  yields  11.2%. 

/'AC  J'i?iancial's  (22)  holdings  in- 
clude Pittsburgh  National  Bank, 
Provident  National  Bank  and 
Marine  Bancorp.  Lower  earnings, 
primarily  because  of  real  estate 
loans,  have  knocked  the  stock  down 
48%  from  its  12-month  high.  Earn- 
ings should  be  up  sharply  next  year 
to  about  $4  a  share,  from  under  $3 
in  1990.  The  stock  trades  at  a  p/e  of 
9,  yielding  9.3%. 

So  frightened  are  investors  today 
of  anything  smacking  of  banking 
that  the  market  has  whomped 
stocks  of  sound  industrial  compa- 
nies with  financial  subsidiaries, 
especially  those  with  real  estate 
exposure.  Two  that  have  been  par- 
ticularly roughed  up: 

Ceneral  Electric  (55)  is  one  of  the 
largest  international  industrial 
companies.  Recession,  year-end 
financial  writeoffs  or  no,  ge's  earn- 
ings should  be  up  this  year  and 
again  in  1991.  The  company  trades 
at  a  p/e  of  1 1  and  yields  3.7%. 

\Vesti>ighouse  (27),  like  ge,  is  down 
sharply  from  its  peak  although 
higher  earnings  are  likely  this  year 
and  again  in  1991.  wx  yields  4.3% 
and  trades  at  a  p/e  of  8. 

As  I  said  at  the  beginning  of  this 
column,  turmoil  can  be  profitable 
for  bold  investors  with  cash.  The 
same  can  be  said  for  bold  companies 
with  cash.  There  are  thus  compa- 
nies that  should  benefit  from  the 
current  financial  crisis  because  of 
their  strong  balance  sheets  and  skill 
at  acquiring  other  companies  at  bar- 
gain basement  levels.  Two  to  look 
at  in  this  environment: 

Hanson  Flc.  (19)  is  a  major  diversi- 
fied company  based  in  the  U.K.  The 
stock  has  a  double-digit  growth  rate 
through  targeting  excellent  acquisi- 
tions. With  increasing  numbers  of 
firms  on  the  auction  block,  Han- 
son's earnings  should  move  up 
more  rapidly  in  the  future.  The 
stock  is  at  a  price/earnings  ratio  of 
10  and  yields  5.4%. 

Well-run  May  Department  Stores 
(43)  has  one  of  the  strongest  balance 
sheets  in  the  retail  industry.  The 
company  should  be  one  of  the  major 
benefactors  as  troubled  chains  des- 
perate to  raise  cash  spin  off  prize 
units.  MA  is  trading  at  a  p/e  of  11, 
yielding  3.6%.  ■ 
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Its  Not  Science  Fiction  Anymore. 
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All  of  a  sudden,  it's  science 
Motorola  has  added  enhanced  features^ 
its  numeric  display  pager  and  combined  it ' 
with  a  digital  watch  to  create  the  personal 
communications  tool  for  the  21st  century. 
We  proudly  introduce  the  Motorola  YMst 
Watch  Pager. 

Not  only  is  it  a  first  of  its  kind,  but 
it's  among  the  smallest  and  lightest 
(2.1  ounces)  pagers  of  any  kind. 

And,  of  course,  this  new  wrist  pager 
offers  the  same  quality  you've  expected  from 
Motorola  pagers  for  over  three  decades. 

After  all,  we  manufacture  more  pagers 
than  anyone  else  in  the  world.  And  we 
manufacture  them  for  a  wide  variety  of 
lifestyles.  No  matter  what  style  your 
business  life  assumes,  there's  undoubtedly 
a  model  that  meets  your  needs. 

But  Motorola  isn't  stopping  here. 
Because  we  realize  that  the  solutions  to  the 
comimunications  needs  of  today  lie  in  the 
technologies  of  tomorrow. 
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MOTOROLA 
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(^  MOTOmOLA 


The  New  Motorola 
Wrist  Watch  Rvger 


■• 


@  and  Motorola  are  registered  trademarks  of  Motorola,  Inc.  ©1990  Motorola,  Inc. 

Paging  Division:  1500  N.W.  22nd  Avenue,  Boynton  Beach.  FL  33426.  Phone:  407-364-3700 


Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


By  Hark  Hulbert 


So77je  advisory'  services  use  analyst  esti- 
mates to  rate  all  stocks.  Others  use  a 
computer  to  do  so.  Guess  which  one  wins. 

MAN  AGAINST 
MACHINE 


the  stocks  rated  most  highly  have 
lost  15%.  The  Wilshire  5000's  re- 
turn over  the  same  period  was  a 
10%  gain.  (Both  of  these  are  total 
returns,  with  dividends  reinvested.) 

In  contrast  to  s&p's  approach  to 
rankmg  hundreds  of  stocks,  other 
ranking  systems  I  follow — such  as 
Zweig's — rely  on  a  computerized 
assessment  of  stocks  according  to 
objective  criteria.  On  average,  these 
machme-picked  stocks  have  per- 
formed much  better  than  have  the 
human-picked  stocks  of  rival  ser- 
vices. The  stocks  recommended  by 
the  Ztivig  I'er/brDuiiice  Rcili>ii>,s  Report 
over  the  last  two  years  gained  32%. 

s&.i''s  system  is  not  the  only  ana- 
lyst-based approach  to  ranking 
stocks  that  has  found  it  tough  going. 
Several  years  ago,  until  it  stopped 
selling  the  service  by  subscription 
to  the  public,  Merrill  Lynch  pub- 
lished a  monthly  letter,  Stockfincler 
Research  Service,  that  reported  its 
analysts'  ratings  on  most  publicly 
traded  stocks.  Over  the  period  that 
this  letter  was  rated  by  hid,  it  did 
worse  than  the  average  stock. 

The  fact  that  s&.p  is  not  the  only 
analyst-based  system  to  lag  the 
market  suggests  that  the  problem 
may  not  lie  with  s&.p  analysts  per 
se,  but  with  the  approach  itself. 
The  difficulty,  I  suspect,  is  that 
there  is  no  way  of  guaranteeing  that 
each  of  their  analysts  is  looking  at 
the  same  factors — or,  even  if  they 
were,  no  assurance  that  they  are 
giving  the  same  weight  to  them. 
What  do  I  mean?  Well,  supposing 
the  S&.P  utilities  analyst  judges 
Commonwealth  Edison  and  En- 
tergy to  be  buys,  compared  with 
other  utilities  he  reviews.  He  may 
be  correct,  but  that  doesn't  neces- 
sarily mean  that  these  companies 


According  to  the  analysts  at  Stan- 
dard &  Poor's,  Commonwealth  Edi- 
son and  Entergy  Corp.  are  among 
those  companies  most  likely  to  out- 
perform the  market  over  the  next 
several  months.  According  to  the 
computers  behind  the  Ziveiii  Ferfor- 
rnance  Ratings  Report,  however,  both 
utilities  are  among  those  companies 
least  likely  to  beat  the  market. 

Analysts  or  computers:  Who 
should  you  go  with?  I'd  bet  on  the 
computers. 

My  evidence  is  the  performance 
of  stock  ranking  systems  I  track  in 
the  Iliilbert  t'iiuDicial  Digest.  I  am 
speaking  here  only  of  the  advisory 
services  that  provide  a  rating  on 
each  of  hundreds  or  thousands  of 
stocks  rather  than  of  the  more  com- 
mon services  that  pick  only  a  hand- 
ful of  stocks. 

My  figures  show  that  ranking  sys- 
tems such  as  s&p's — which  rely  on 
an  army  of  individual  analysts,  each 
rating  the  stocks  within  his  or  her 
own  areas  of  expertise — have  tend- 
ed to  perform  poorly.  For  example, 
over  the  nearly  two  years  that  s&p 
has  published  its  stock  ranking  sys- 
tem in  its  publication  The  Outlook, 

Mark  Hidherl  is  editor  of  llx>  Alc.xcmclrici, 
Va.-hcised  Hulbert  Financial  Dij^e.st.  His 
neivesl  hook  Ls  The  Hulbert  Guide  to  Finan- 
cial New.slettcis  (l'rol)iis  I'ublisliing) 


are  better  bets  than  stocks  rated 
"hold"  in  a  different  industry  by 
another  of  s&.p's  analysts. 

The  virtue  of  a  more  objective 
screening  of  stocks  kes  in  being 
certain  that  the  same  criteria  apply 
rigidly  to  all  stocks.  The  Zweig  I\'r- 
foniiaiice  Ratings  Report  rates  these 
two  utilities  in  the  bottom  5%  for 
potential  performance  over  the 
next  6  to  12  months  while  S&.P 
calls  them  buys.  Zweig  doesn't  ask 
how  they  compare  to  other  utilities 
but  how  they  compare  to  several 
thousand  other  stocks  according  to 
several  proven  criteria.  Since  those 
several  thousand  other  stocks  are 
the  "market,"  this  approach  pro- 
vides a  very  empirical  assessment 
of  each  stock's  potential  relative  to 
the  market. 

And  it  works.  Indeed,  Zweig's  is 
not  the  only  objective  ranking  sys- 
tem that  has  done  better  than  s&p's 
system;  The  five  other  objective 
ranking  systems  followed  by  ////; 
have  done  better  than  s&p's  ana- 
lyst-based system.  A  prominent  ex- 
ample is  the  Value  Line  InivstDient 
Survey,  whose  ranking  system  has 
one  of  the  better  long-term  records 
of  any  letter  I  follow  (at  least  if  you 
don't  overtrade,  as  I  pointed  out  in 
my  Dec.  10  column).  Interestingly, 
Value  Line  used  to  incorporate  ana- 
lyst hunches  into  its  ranking  sys- 
tem along  with  objective  criteria. 
The  company  years  ago  discontin- 
ued the  analyst  input,  however,  af- 
ter discovering  that  it  didn't  help  ' 
the  performance  of  the  service. 

The  investment  moral?  Objec- 
tively screening  a  large  number  of 
stocks  is  a  job  for  a  computer,  not  an 
army  of  analysts.  If  you're  interest- 
ed in  comparing  a  large  number  of 
stocks  according  to  a  number  of 
proven  criteria,  you  should  stick  to 
successful  computer  screens  such 
as  Zweig's  or  Value  Line's. 

Which  stocks  currently  are  fa- 
vored by  the  successful  stock 
screens?  Currently  ten  stocks  enjoy 
highest  honors  from  both  the  Ziveig 
Perfoniiance  Ratings  Report  and  the 
Value  Line  I)it'esttnent  Sunvy.  Six  of 
the  ten,  it  turns  out,  come  from  the 
medical,  biotechnology  or  pharma- 
ceutical industries:  Amgen,  Biomet, 
Durr-Fillauer  Medical  and  St.  lude 
Medical  (all  o-t-c),  Medtronic  and 
Merck.  The  other  four  are  Gillette 
aijd  Johnson  &.  Johnson  (in  the  per- 
sonal care  industry).  General 
Housewares  (cookware)  and  Tele- 
fonica de  Espaha  (the  Spanish  tele- 
communications monopoly).  ■ 
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Howtotum 

today's  uncertain 

financial  market 

into  an  investment 

opportunity 


Let  Merrill  Lynch  help 
in  1991. 

If  you're  uncertain  about  the 
investment  opportunities  avail- 
able iri  1991,  you're  not  alone. 
In  today's  financial  climate, 
investors  need  assistance  in 
identifying  smart  investment 
choices.  And  many  are  seeking 
advice  from  the  experts  at 
Merrill  Lynch. 

As  a  leading  provider  of 
investment  research,  Merrill 
Lynch  can  give  you  the  infor- 
mation you  need  to  invest 
wisely  in  a  period  of  financial 
uncertainty. 

As  you're  reviewing  your 
portfolio  and  analyzing  your 
investments  for  1991,  you'll 
have  the  professional  assis- 
tance of  a  Financial  Consultant 
who  can  show  you  where  spe- 
cific opportunities  lie,  and  how 

©1991  Merrill  Lynch.  Pierce,  FennerS  Smith.  Inc.  Member  SIPC 


to  select  what's  best  for  you. 
And  your  Financial  Consultant 
will  also  help  you  choose  each 
investment  according  to  an 
asset  allocation  strategy  based 
on  the  level  of  risk  you're  com- 
fortable with,  and  your  overall 
financial  goals. 

Among  the  investments 
your  Financial  Consultant  can 
suggest  are  several  unique 
products  to  help  you  in  these 
uncertain  times.  Such  as  Liquid 
Yield  Option  Notes®  (LYONs), 
an  alternative  equity  invest- 
ment that  offers  the  relative 
safety  of  bonds  with  the  poten- 
tial of  stocks. 

If  you're  uncertain  about 
today's  market,  don't  go  it 
alone.  Consult  Merrill  Lynch  for 
careful  investment  advice  that 
can  turn  an  uncertain  market 
into  a  real  opportunity. 


To  receive  our  special  1991 
Investment  Outlook  Report  and 
LYONs  information,  return  the 
coupon  or  call  us  toll-free. 

I 1 

Call  1-800-637-7455, 
ext  6717 

Mall  to:  Merrill  Lynch  Response  Center 
RO.  Box  30200 
New  Brunswick,  NJ  08989-0200 

Please  send  me  your  I99I  Investment  Out- 
look Report  and  information  on  LYONs. 

Name 


Address 
City 


State Zip_ 

Home  Phone-L _J 


Business  Phone-L_ 


J^ 


Merrill  Lynch  clients,  please  give  the  name  and 
office  address  of  your  Financial  Consultant. 


Merrill  Lynch 

A  tradition  of  trust. 


Fiaancial  Strategy 


MONE^  &  INVESTMENTS 


By  A.  Gary  Shilling 


Betting  on  a  global  recession  has  worked 
well  for  investors  in  1990.  For  1991,  I 
foresee  more  of  the  same. 

THE  WORST  IS 
YET  TO  COME 


assets),  as  well  as  the  Merrill  Lynch 
High-Yield  Bond  index  (junk  bonds), 
and  dollar  futures. 

Finally,  the  portfolio  is  long  Nik- 
kei put  warrants  as  a  way  of  playing 
a  continuing  decline  in  the  Tokyo 
stock  market.  Since  we  set  up  this 
model  portfolio  to  demonstrate  our 
themes,  not  our  active  portfolio 
management,  we  weighted  each  of 
its  elements  equally. 

Obviously,  most  of  these  themes 
have  worked  well.  The  Japanese 
stock  market  has  collapsed,  and  real 
estate  woes  have  nearly  sunk  many 
New  England  savings  banks.  Trea- 
sury bonds  and  utility  stocks  have 
rallied  nicely  recently,  and  consum- 
er and  industrial  cyclical  stocks 
have  fallen  in  1990.  On  the  other 
hand,  oil  prices  rose  substantially 
with  the  Gulf  crisis  before  receding, 
but  are  still  much  higher  than  in 
early  1990.  On  balance,  our  model 
portfolio  gained  30%  from  Jan.  1 
through  Nov.  30,  1990,  while  the 
s&p  500  fell  9%,  and  the  leveraged 
version  of  our  model  jumped  57%. 

So  far,  so  good,  but  what  now? 
The  consensus  of  economists  is 
forecasting  a  mild  recession  in  the 
U.S.  that  will  be  over  in  about  six 
months,  and  no  recession  abroad.  If 
this  consensus  were  correct  then  it 
would  be  time  to  replace  my  reces- 
sionist's  portfolio,  even  reverse  it. 
However,  I  don't  agree  with  the  con- 
sensus. The  recession  will  be  much 
deeper  and  longer  because  of  the 
many  undercollatcralized  debt 
problems  that  continue  to  explode. 
The  real  estate  problems  that  de- 
stroyed the  s&Ls  are  now  infecting 
the  banks,  and  not  just  those  in 
New  England.  California  banks,  es- 
pecially Wells  Fargo,  are  extremely 
vulnerable  to  real  estate  and  other 


The  recessionist's  portfolio  I  first 
advocated  in  my  Sept.  18,  1989  col- 
umn has  been  a  winner  in  the  deep- 
ening U.S.  recession,  which  is  now 
spreading  globally. 

Back  then  I  recommended  high- 
quality  bonds  and  utility  stocks  to 
take  advantage  of  the  normal  reces- 
sionary decline  in  interest  rates.  I 
looked  for  declines  in  cyclical  stock 
prices,  in  the  prices  of  industrial 
commodities,  oil,  tangible  assets, 
LBOs,  and  junk  bonds,  the  dollar  and 
the  Japanese  stock  market. 

At  the  beginning  of  1990  my  firm 
developed  a  model  portfolio  to  in- 
corporate this  strategy.  It  is  long  the 
Shearson  Lehman  Hut  ton  Long- 
Term  Treasury  index  (high-quality, 
long-term  bonds),  and  it  is  long  the 
Dow  Jones  Telephone  and  Electrical 
Group  indexes  (utilities).  The  port- 
folio sold  short  the  Dow  Jones  Con- 
sumer Cyclical  and  Industrial 
Group  indexes,  copper  futures,  the 
Dow  Jones  Basic  Materials  Group 
index,  and  oil  futures.  It  is  also  short 
an  index  of  New  England  savings 
banks  that  are  overburdened  with 
real  estate  (our  proxy  for  tangible 

A.  Ckin'  Shilling  is  presideni  of  ,-V  iiaiy 
Shilling  &  Co.,  economic  consnltanls  and 
asset  managers  His  Jinn  publishes  Insij^lu,  a 
monthly  newsletter  corering  the  business 
onilook  and  inivsiment  s/ralegy. 


troubled  loans.  The  money  center 
banks  have  difficulties  with  Third 
World,  LBOS  and  real  estate  loans, 
and  at  least  one  of  .them  may  be 
forced  to  merge  or  otherwise  disap- 
pear. Many  insurance  companies 
are  also  troubled  with  bad  real  es- 
tate investments  and  junk  bonds. 

The  recession  has  already  spread 
to  all  of  the  English-speaking  coun- 
tries— the  U.K.,  Canada,  Australia 
and  New  Zealand — and  will  proba- 
bly soon  reach  Japan  and  Europe. 
The  collapse  in  Japanese  stocks  and 
the  crumbling  of  real  estate  there 
are  not  just  corrections  of  over- 
blown asset  prices,  but  forerunners 
of  an  economic  decline  that  could 
even  be  of  depression  dimensions. 

As  these  many  problems  unfold, 
business  people,  consumers  and  in- 
vestors will  probably  worry  about 
who's  next,  lose  confidence  and  cut 
back  considerably  on  outlays.  In  ef- 
fect, the  balance  sheet  recession, 
which  is  well  under  way,  will  spread 
to  the  economy's  income  statement, 
measured  by  the  gnp  accounts,  and 
reinforce  all  the  elements  of  our 
recessionist's  portfolio. 

Debt-laden  consumers  are  already 
cutting  spending  drastically  as  lay- 
offs mount  and  their  confidence  col- 
lapses. They  also  may  lose  more 
faith  as  they  realize  that  their 
houses  are  no  longer  sure-fire  in- 
vestments, but  are  now  losing  val- 
ue. They  may  even  learn  the  hard 
way  that  their  money  market  funds  ' 
are  not  guaranteed  by  anyone,  as 
discussed  in  my  Aug.  6  article^  and 
really  lose  confidence.  Producers  of 
consumer  goods  and  services,  lend- 
ers like  Household  International, 
and  inventory-heavy  retailers  like 
Sears,  Nordstrom,  tjx  Cos.  and  J.C. 
Penney  may  suffer  a  lot  more  as 
may  entertainment  companies  such 
as  Circus  Circus,  Golden  Nugget 
and  Disney. 

Once  the  Gulf  Crisis  is  over,  oil 
prices  may  well  fall  to  single  digits, 
as  the  weakness  following  recent 
peace  overtures  suggests,  opec  has 
never  been  able  to  cut  production  as 
fast  as  demand  falls  in  a  serious 
global  recession.  Copper  and  other 
industrial  commodity  prices  could 
well  suffer  similar  fates  in  a  deep 
and  global  slump.  A  deep  and  global 
recession  will  also  push  interest 
rates  down  much  further,  making 
high-quality  bonds  very  attractive. 

There's  still  plenty  of  time  to 
make  money  betting  on  a  global  and 
deep  recession  that  is  far  from  com- 
pletely discounted.  ■ 
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Of  all  the  conservative  banking  principles  we 
follow  at  Republic  National  Bank,  one  has  been 
elevated  to  the  status  of  a  golden  rule.  That  is  the 
safeguarding  of  our  depositors'  funds. 

It's  been  a  central  tenet  in  the  Safra  banking 
family  tradition,  which  reaches  back  well  over  a 
hundred  years. 

And  it  helps  explain  why  a  firm  as  respected 
as  Salomon  Brothers  Inc.  has  praised  Republic  as 
"...widely  regarded  for  its  clearly  defined  business 
plan  and  excellent  management,  superior  asset 
quality  liquid  and  well-capitalized  balance  sheet 
and  liability-driven  operating  strategy." 


Consequently,  as  Bear  Stearns  has  pointed 
out,  "The  success  of  Republic  in  attracting 
deposits  has  been  extraordinary." 

Because  Republic  clients  know  they  come 
first.  And  that  trusting  in  a  sound  bank  pays  off 
at  rainbow's  end. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 


BEVERLY  HILLS  -CAYMAN  ISLANDS  •  LOS  ANGELES  •MEXICO  CITY  -MIAMI  •  MONTREAL  -  NEW  YORK 

BUENOS  AIRES-CARACAS-MONTEVIDEO-PUNTA  DEL  ESTE- SANTIAGO -SAO  PAULO-BEIRUT-GENEVA-GIBRALTAR 

GUERNSEY -LONDON -LUGANO -LUXEMBOURG -MILAN -MONTE  CARLO -PARIS -ZURICH -HONG  KONG -SINGAPORE -TAIPEI -TOKYO 


Financial  Strategy 


MONEY  &  INVESTMENTS 


By  Alan  Reynolds 


Some  say  the  Federal  Resen^e  is  being  too 
tight;  some  say  it  is  being  too  loose.  Where 
exactly  does  the  truth  lie? 

COMMON  SENSE  VS. 
HOT  AIR 


unchanged.  But  that  just  means  the 
Fed  has  not  yet  chosen  to  "push" 
enough  to  offset  increased  currency 
withdrawals.  Since  bank  reserves 
are  therefore  not  up  much,  it  is 
purely  hypothetical  to  wonder  if 
banks  are  so  fearful  about  runs  that 
they  would  hold  more  excess 
reserves  than  legally  required.  Even 
if  that  were  the  case,  the  Fed  could 
supply  more  reserves  than  banks 
were  willing  to  hoard. 

What  if  the  banks,  burned  by  bad 
credits,  simply  didn't  want  to  lend? 
Then  they  could  and  would  put 
added  reserves  to  work  by  buying 
T  bills,  paying  for  them  by  creating 
new  deposits,  flooding  the  bank 
system  with  idle  money  itching  to 
be  put  to  use. 

Nearly  everyone  assumes  that  in- 
terest rates  and  the  volume  of  new 
loans  are  the  only  mechanisms  by 
which  monetary  policy  affects 
spending,  exchange  rates  or  infla- 
tion. Yet  converting  securities 
(which  cannot  be  spent)  into  cash 
(which  can)  is  important,  too. 

Besides,  it  never  makes  sense  to 
talk  about  the  willingness  to  bor- 
row or  lend  as  though  it  had  nothing 
to  do  with  interest  rates.  If  Ameri- 
cans suddenly  became  extremely  re- 
luctant to  borrow  and  equally  eager 
to  save,  then  interest  rates  would 
fall  like  a  stone.  With  lower  interest 
earnings  on  savings  and  lower  inter- 
est expenses  on  borrowing,  savings 
would  have  to  fall  and/or  borrowing 
rise.  Either  way,  spending  would 
pick  up. 

Whether  the  Fed  should  push  or 
pull  on  the  availability  and  cost  of 
bank  reserves  is  a  more  difficult  is- 
sue. Central  banking  is  just  another 
form  of  central  planning,  with  all 
the  Soviet-style  problems  of  trying 


There  may  or  may  not  be  enough 
money  coming  out  of  the  Fed,  but 
there  is  a  surplus  of  confused  and 
contradictory  comments  pouring 
out  of  the  mouths  of  pundits.  A 
leading  business  group  recently 
blamed  recession  on  a  tightfisted 
Fed.  Not  so,  rejoined  a  British  jour- 
nal; the  Fed  is  too  "slack,"  but 
nonetheless  "powerless."  A  Wall 
Street  newsletter  sees  a  deflationary 
credit  contraction  under  way,  with 
the  Fed  helpless — merely  "pushing 
on  a  string." 

None  of  this  babel  makes  much 
sense,  least  of  all  the  quaint  1930s 
notion  of  a  powerless  Fed  "pushing 
on  a  string."  This  implies  that  if 
banks  don't  want  to  lend  and  bor- 
rowers don't  want  to  borrow,  it 
doesn't  much  matter  if  the  Fed 
eases;  you  can  tighten  a  string  but 
you  can't  push  on  it.  Proponents  of 
the  string  theory  point  to  the  cur- 
rent situation:  The  Fed  has  eased 
slightly,  but  bank  lending  is  down 
and  we  are  in  recession. 

It  is  true  that  Fed  purchases  of 
Treasury  bills — making  money 
available  for  bank  lending — has  so 
far  led  only  to  a  big  increase  in 
currency,    leaving    bank    reserves 

Akm  Riyiio/cls  is  the  director  of  economic 
research  for  the  Hudson  Institute  of 
Indianapolis,  Ind. 


to  make  timely  decisions  from  a 
centralized  bureaucracy.  About  the 
best  the  Fed  can  do  is  to  try  to  gain 
some  guidance  from  the  markets  as 
to  whether  policy  is  erring  toward 
inflation  or  deflation. 

Two  misleading  indicators,  the 
yield  curve  and  real  interest  rates, 
have  been  cited  to  show  that  the  Fed 
has  actually  pushed  short-term 
rates  quite  low.  The  problem, 
though,  is  that  interest  rates  are 
measured  using  Treasury  bills, 
while  inflation  is  measured  using 
the  Consumer  Price  Index.  Treasury 
bills  are  a  unique  safe  haven  in 
times  of  deflationary  pressures  and 
illiquidity.  Also,  the  cpi  gives  us, 
at  best,  a  sluggish  record  of  past 
news,  not  a  guide  to  expected  future 
inflation  (such  as  gold). 

For  a  better  guide  to  where  inter- 
est rates  stand,  look  at  the  real  rate 
from  the  point  of  view  of  a  small 
commodity  producer  or  builder 
expecting  to  reduce  prices  by  10%. 
This  businessman's  borrowing  rate 
could  easily  be  13%,  if  bank  regula- 
tors and  the  sec  would  even  let  him 
borrow  at  all.  That  business  faces  a 
real-world  interest  rate  of  23%  on 
its  borrowed  money.  That's  roughly 
the  situation  in  the  economy  today, 
with  prices  under  deflationary  pres- 
sures. A  real  interest  rate  of  23%  or 
so  is  not  such  easy  credit. 

Other  market  indicators  of  too 
much  or  too  little  cash  are  ex- 
change rates  and  commodity  prices. 
The  dollar  appears  to  have  taken 
quite  a  tumble.  In  a  more  basic 
sense,  though,  the  dollar  is  not 
down  but  up.  It  is  up  against  many 
tangible  assets  and  against  all  sorts 
of  commodity  indexes.  When 
forced  to  choose  between  exchange 
rates  and  commodity  prices  as  a 
measure  of  a  currency,  stick  with 
commodities.  Exchange  rates  are 
too  influenced  by  tight  money 
abroad,  speculation  about  possible 
future  Fed  easing,  etc.  Since  most 
commodity  prices  are  falling,  the 
underlying  situation  looks  any- 
thing but  inflationary. 

If  a  big  inflation  looked  likely, 
investors  would  be  bidding  up  the 
prices  of  gold  and  silver,  not  the 
prices  of  bills  and  bonds.  Ignore  all 
the  hot  air  about  the  Fed  being  too 
tight  or  too  loose  or  pushing  on 
strings.  So  long  as  there  is  so  little 
sign  of  either  speculation  or  liquida- 
tion in  the  markets  for  precious 
metals,  the  Fed  is  probably  moving 
in  about  the  right  direction  at  about 
the  right  pace.  ■ 


324 


FORBES,  JANUARY  7,  1991 


Announcing.. 


Forbes 
Mutual 
Funds 
Marketplace 


A  New 
Opportunity 
for  Mutual 
Fund 
Advertisers 
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'80s  and  now  there's  a  way  for  you  to  help 
continue  the  momentum  into  the  '90s  —  the  FORBES 
MUTUAL  FUNDS  MARKETPLACE.  This  new  adver- 
tising section  is  your  opportunity  to  reach  FORBES  highly 
responsive  investor  audience  at  a  price  you  can  afford. 

FORBES  735,000  subscribers  are  wealthy  executives  who 
are  also  affluent  investors.  In  fact: 

■  64%  of  FORBES  subscribers  own  mutual  funds. 

■  Average  value  of  their  mutual  funds  is  $161,379. 

■  Average  value  of  their  total  investment  portfolio  is 

$1,082,786. 

■  51%  make  investment  decisions  for  others. 

Source:  Don  Bowdren  Assoc.  1990. 

FORBES  Reader  Response  Card  Ensures 
Quality  Leads 

To  increase  response  to  your  ad,  each  advertiser  will  be 
listed  on  a  Reader  Response  Card.  Readers  will  request 
information  on  your  fund  providing  you  with  a  hst  of 
quahfled  leads. 

Participation  is  Easy  and  Affordable 

Choose  a  1/4  page  four-color  unit  for  only  $9,360  or  a 
1/8  page  unit  for  $4,680.  Send  us  the  copy  for  your  ad 
and  a  photograph  of  your  promotional  brochure  or  your 
company  logo  and  we'll  create  your  ad  for  you. 

The  FORBES  MUTUAL  FUNDS  MARKETPLACE  will 
appear  in  the  March  4  issue,  and  closes  on  January  7,  so 

reserve  your  space  now  by  calling  Virginia  Carroll  at 

(212)  620-2339. 


Call  Today! 


nm 


,1  III,         -— 


FORBES  MARKET 


FRANCHISING 


n>  -rt- 


D 


FINANCIAL  SERVICES 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)— including  some 
very  famous  names 
— which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($39  value)  as 
a  BONUS  with  your  trial  to  TheZweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


*1  IN  PROFITS  for  the  whole  decade 
through  6/90  among  all  advisory 
services  tracked  by 
Hulbert.  (Past  results 
do  not  guarantee 
future  results.)  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial 
Time  IS  crucial.  EHRA  BONUS 

Three-Month  Trial  $50. 
One  Year  $245.  Visa/MC. 
1-800-633-2252  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY  11710 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscription  to  The 
Value  Line   Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  Stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee. 

SrCall  Toil-Free 
1-800-633-2252 

(fcxi    :b8(i-Depl    9I6-J07) 

American  Express,  MasterCard  or 
Visa.  7  days  week,  24  hrs.  a  day. 


INVEST  IN 
MONOPOLIES 


Uncommon 
Performance 


Fidelity  Switch  System 


53% 

TeloFund's 

Fldebty  5 

year  average 

annual 

return 


$283,692 

Fidelity 
Returns 

8/15/80- 
8/15/90 


$10,000, 


TeloFund  is  a  weekly  Hotline 
System.  Start-up  brochure  and 
Reports.  Special  trial  rate:  3  mos: 
39$.  Prorated  money-back.  Send 
heck/money  order  to: 


TeloFund 

Suite  1280,  Dept  FB 

1355  Pearhtree  Street,  N.E. 

Atlanta.  Georjiia  30309 


iFYee  Report:  800-828::2219  J 


ra 


Or  near  monop- 
olies. Compan- 
ies that  have        ^f_   j„ 
zero  or  very  lit-  /...^     .J/; 
tie  competition;  ^ 
are  able  to 
grow  even  during  reces- 
sion; expand  very  fast 
and  are  not  well  known 
yet  on  Wall  Street. 

TO  receive  reports  on 
the  companies  Andrew 
Lanyi  believes  may  be- 
come tomorrow's  blue 
chips,  call  Les  or  Bill  toll- 
free  i-800-LANYI-01:  in 
New  York  City  call  212- 
940-0272. 

The  l.anyi  Division  of 

Ladenburg  Thalmann  &  Co. 

.S4()  Miidi.son  A\'cnu<" 

New  York,  N\  1«)()2J 


The  Real  Dick  Davis 

Learn  HOW  TO  INVEST 
at  home 

22  years  seminar  experience  now 
on  video 

Includes:  Demographics:  A  pow- 
erful 1990s  investment  approach, 
numbers  to  remember  .  .  deci- 
sions to  make.  4  keys  for  invest- 
ment safety  and  tax  shelters 
Send  $20.00  total  to: 
DICK  DAVIS,  Senior  V  P..  Britson 
Investments,  Inc.,  I94()A  Tice 
Valley  Blvd  ,  Walnut  Creek,  CA 
94595 
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PROTECT  YOUR  ASSETS 

with  2nd  lo  die  survivorship  insurance  Use  to 
pay  estate  taxes  at  approx,  2%  on  the  dollar 
No  health  or  age  restnctions  Call  lor  free  report 

R  A  Elsenberg  Associates 

15  Cypress  St  •  Ste  207  •  Newton,  ma  o?159 

1-800-777-5765 


air: 


-Trr-         as:       -a  i 


Franchise 

your  business! 


A  Seminar  for  business  owners  and  C.E.O.s 

More  and  more  businesses,  large  and 
small,  are  expanding  through  fran- 
chising. If  your  successful  business 
system  can  be  taught  to  others,  you 
should  consider  the  franchise  alter- 
native. Attend  this  all-day  seminar 
conducted  by  the  only  management 
consulting  firm  that  has  helped  500 
businesses  become  franchisors 

Seminar  Locations 

Atlanta  Feb   19        Chicago  Mar    21 

Boston  Feb  22         Dallas  Mar    20 

Charlotte       Feb  20         Houston  Mar     19 

Los  Angeles     Jan    24 

Can't  attend?  Call  or  wnte  for  information  on  franchising  your  business. 


Topics  include 

Franchise  criteria    •  Earnings  potential 
Marketing  methods  •  Growth  potential 
Legal  requirements  •  Development  costs 

Tuition  $145 
Group  rates  available 
Call  for  reservations 


Miami 

Feb 

18 

New  York 

Feb 

21 

San  Francisco 

Jan. 

23 

1-800-877-1103 

Ffancorp 


New  York:  237  Park  Avenue  •  New  York,  NY  10017' (212)  922-3600 
Chicago:  20200  Governors  Drive  •  Olympia  Fields,    IL  60461  •  (708)  481-2900 
Los  Angeles    6033  W  Century  Blvd  •  Los  Angeles,  CA  90045  •  (213)  338-0600 


FRANCHISE  YOUR 
BUSINESS  $2 ,900 


IN  30  DAYS 

1  Year  Free  Consultation 

Top  Franchise  Pros. 


1|L 


J  FRANCHISES 

1  " 


THAT 
■i  SELL 
609-662-6446 


CAPITAL  AVAILABLE 


CAPITAL  AVAILABLE 


For  viable  expansion  projects  and  excit- 
ing siarl-ups  $2S0.000.  USD  and  up. 
Brokers  Welcome.  .j      "\ 

BARCLAY  CONSULTANTS  ^^ 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  FYecious 
Gemslones  Free  wholesale  catalog  since 
l'967!  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX      • 
One  Mam  Street 
Greenville,  Kentucky  42345 
TOLL  FREE  1-800-626-8352 


EDUCATIONAL  SERVICES 


(407)  788-6267 


VENTURE  (■APrr.\i, 

Equity,  dchl.  joinl  venture  lor  Corpor.ilc 
slart-up  or  expansion.  Real  Estate. 
Venture  funding.  No  Front  Fees.  Brokers 
protected  Send  husiness  plan  to:  Jini 
Madden.  World  Venture  Parliicrs.  Ltd.. 
S7().^  Vates  Drive.  #2110.  Westminster. 
Colorado  SdD.KI  (3().M  42S-l«n()  Ka\ 
(.1031  428-1924. 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  ■  DOCTORATE 

fo(  Wof^  Lite  and  Aca(Jem(c 

Experience  No  Cussroom 

Attendance  Required 

1  •  800-423-3244 

or  send  detailed  resume 
loi  Free  Evaluation 
Pacinc  Western  University 

365  Canal  SI   #2300  Dpol    185 
New  Orleans   LA  70130 


BUSINESS  SERVICES 


FREE  COLLEGE  TAPE 


EXTERNAL  DEGREES  • 

Business  &  Public  Admmislrttion 

Cftmmal  JuSlxe  Mgt .  Theology  LAW 

Financial  aid  available 

TOLL  FREE  24  hr«.  (800)  759-0009 

Uk  SALLE  UNIVERSITY 

Mandeville   LA  704  70-4000 


^MMMMMMM. 


The  easiest  way  to 
PLACE  YOUR  ADS 

in  any  maior  newspaper,  trade 

publication  or  magazine 

CALL1-800-522^ADS 

(1-800-522-4237) 


'^ 


CLASSIFIED  AD  BUREAU 


^ 


24  hour  (ai  212-764-2934 


We  accept    |    0 

cut  out  and  retain  toi  tulure  use  ■ 


FOR  INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

60  Filth  Ave.,  N.Y.,  NY  lOOlI 

(212)  620-2440 


BUSINESS  OPPORTUNITIES 


PEAK  PROFITS. 


Launch  an  independent 
business  with  Lindal 
Cedar  Homes,  the 
world's  most  popular 
premium  custom  houses. 

•  High  profit  margins. 

•  No  franchise  fees. 

•  World-class  sales 
support. 

•  Powerful  marketing. 
For  the  whole  story, 
please  call 

1-800-221-6063. 


ALindal  Cedar  Homes 

P.O.  Box  24426,  Depl.  FGl,  Seattle,  WA  W124 


CORPORATE  ITEMS 


Save 

50% 


FREE  CERTIFICATES! 

AWARD  PLAQUES  WHOLESALE 

Perfect  award  to  show  appreciation  and 

recognition  for  donors,  employees, 

salesmen,  members  and  at  meetings, 

conventions. 

SEND  FOR  FREE  COLOR 

BROCHURE  or  CALL  TOLL  FREE 

1-800-633-5953  FAX  NUMBER  205-349-3765 

Award  Company  of  America 

Dept.  FRB  /  P.O.  Box  2029 

Tuscaloosa,  Alabama  35403 


BUSINESS  SERVICES 


HIGH  POWERED  MARKETING 

Championship  Drag 

Racing  Is  Good  Business 

The  age.income  &  spending 

demographics  you  re  seeking 

230  million  t  viewers.  6  5 
million'fans  in  person. 

Programs  designed  to  fit  your  exact 

geographic,  financial  and 

advertising  needs 

At  a  breakthrough  in  previously 

prohibitive  costs  call 
STRAIGHTLINE  NIARKETING 

for  details;  (818)  571-8900  (818)  572-9027 


MERCHANDISE 


STOP  SWEAT. 
6  WEEKS 

DRIONIC^   —     the 

heavy  sweater's 
answer  to  costly,  em- 
barrassing sweat. 
Electronic  treatment 
gives  6  weeks  dry- 
ness. Reusable,  eco- 
nomical &  depend- 
able. Safe  &  effective 
say  10  medical  books. 
Try  doctor  recom- 
mended Drionic  for 
unequaled  sweat 
control.  To  order 
specify  underarms, 
hands  or  feet  & 
send  $125.  ea.  pair 
CA  res.  -i-6V4%  tax. 

45  DAY  tVIONEY  BACK  GUAR 
GENERAL  MEDICAL  CO.  Dept.FOB-40 

1935  Armacosl  Ave  ,  Los  Angeles.  CA  90025 
Phone  orders  -  I^C/Visa  -  800  HEAL  DOC 


TAKE  IT 
FROM  THE  TOP 


THE  BUSINESS  OF 
BUSINESS  SUCCESS 
-k  DAVID  FROST  the  best 

known  interviewer  In  the  world 
speaks  with  Sir  James  Goldsmith, 
Sir  John  Harvey-Jones  and 
Lord  Hanson. 

Share  the  secrets 
of  their  success 
in  these  NEW 
business  videos. 


INDUSTRIESINC 


Our  14th  year  of  DISCOUNTS 

TandyCompulers 

Radio  Shack'  Products 

Toll  Free  800-231-3680 

2251 1  Katy  Fwy  Katy(Houston)  TX  77450 

1-713-392-0747  Fax  (713)  574-4567 


18  Models  - 
Immediate  s 
Handmade  V\ 


296  Bottle  Cred. 
440  Bottle  Capa 
700  Bottle  Capa 
Designer  Moi 
40  Bottle  Glass  I 
60  Bottle  Class 


vou  always 


FurVault  holds  . 


Custom  ( 

134  W  131ST  St. 


$    OVER  ONE  BILLION    S 

WORTH  OF  BUSINESSES.  FARMS  &  RANCHES 
FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING' 
To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 
.,rnv     NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


Ems^EEna 


MIRACLE  POLISHING  CLOTH 

Cleans/polishes    ANY    surface   like    magic 
Instantly'  Terrific  10  second  demonslralion'  Fast 
$3  49  seller  pays  $2  90  profit'  Big  volume  Cham 
Store  Item  Exclusive  territory 

and  F^^i  Start 


FREE  SAMPLE 


Protll  Kin 


nOC      1312-FB      WASHINGTON  AVENUE 
nolo     ST  LOUIS,  MO63103-19B9USA 

Phone  or  write:  314-241-8464 


REPOSSESSED  VA  &  HUD  HOMES 

available  Irom  government  Irom  $1  v»ilhoul  credit 
check  You  repair  Also  drug  seizures  and  lax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H-1030  lor  repolisl  your  area 


SEIZED  CARS — Porsche  Ferrari  Velte 
etc  Trucks,  boats,  4wheelers,  TVs,  stereos 
(urnilure  by  Drug  Enforcement  Agency,  FBI,  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  now  Call  (805)  682-7555  EXT  C-1031 


TIRED  OF  THE  RAT  RACE? 

How  would  you  like  to  own  a 
radio  station  on  the  coast  of 
f\/laine?  150K  cash  flow  priced 
at  1.6  tVI.  Write  to: 
BOX  7A  FORBES  MAGAZINE, 
60  5THAVE.,  NYC,  NY  10011 


CCI  I    VnilR  Brokers/Owners-list 


in  Japanese  MLS- 


DQODCQTV  'yP^  service  Reacti 
rnUrCni  l    lOOO'solBrokers/ln- 

ml  A  PA  M  vestors/Corporations 
JMl  Mil  in  Japan  Free  trans 
lation/typesetting  Also  display  ads.  brokerage/ 
agency  services,  consulting,  marketing,  trade- 
stiows  NO  COMMISSION 

Horlfil  Bunker  1-800-USA-2111 


REAL  ESTATE 


VERO  BEACH,  FLORIDA 


The  Most  Up-ToDale  Prc\iew  (if  Executive 
Real  Estate  Properties  Call  today  for  your 
Free  ten  minute  videotape  introduction  to 
a  safe,  uncrowded,  unspoiled  and  luxuriant 
lifestyle  on  Florida's  tropical  coast 


Call  David  Putnam  at  1-800-635-5155 


^  S  N^u 


HISTORICAL  REPRODUCTIONS 


SEACRAFT 


DISTINCTIVE  SHIP  MODELS 

Hand  carved  mahogany 

and  leak  •  18'lo34' 

fine  details  •From  1495 

Calll-800-356-1987 


Sent. nil  t  l.n.v.  ;  t,6JiN 

V.illsdoU.  kd    Scollsdole.  A/' 

852W  lCi0?|9'>l  9518 


EXECUTIVE  SERVICES 


LONG  LIFE  & 
GOOD  HEALTH 

TO  GET  IT  YOU  NEED  TO 
WORK  AT  IT. 

Our  two  week  fitness  sessions  just 
north  of  Naples,  hX.  start  soon. 
-Scrious-reallyserious-workcuts  for 
vigorous  healtti.  but  emphasis  on 
golf  and  tennis,  tcx>, 

TRIM  DOWN 

GAIN  MUSCLE 

FI2iL  GREAT 

Maybe   even    improve   your   golf 

game.     For     more     information 

please  call  1-800-468-4181. 

Forbes: 
CapitalistTod® 
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BIG-NiK 
TOU 


/E  stocks 


Hood  buys 


July  such  big-cap  cyclical 
kks   as   Ford   Motor   and   Dow 

lemical  were  looking  cheap.  Ford 
was  at  40  or  so,  about  25%  below  its 
12-month  high  at  the  time  and  yield- 
ing better  than  7% .  As  for  Dow,  it  was 
selling  around  50,  roughly  30%  off  its 
high,  and  sporting  a  5%  yield.  Both 
were  trading  at  low  multiples  of  trail- 
ing 12-month  earnings — a  seven  mul- 
tiple for  Ford,  eight  for  Dow. 

If  they  were  cheap,  they  soon  got 
cheaper.  Ford  was  lately  at  15%,  down 
nearly  40%,  and  yielding  almost  12%. 
Dow  has  recently  recovered  to  47,  but 
in  November  got  as  low  as  37. 

Such  are  the  dangers  of  investing  in 
cyclical  stocks.  The  plain  fact  is, 
when  a  recession  is  in  the  offing,  in- 
vestors sell  cyclicals.  Bottom-calling 
is  a  difficult  art. 

When  It  comes  to  cyclicals,  it's  per- 
haps easier  to  follow  the  Fords  and 
Dows,  but  keep  an  even  closer  eye  on 
those  companies  whose  earnings  will 
get  trashed  the  worst.  They  could  end 
up  the  cheaper  stocks  and  so  be  capa- 
ble of  an  even  bigger  bounce  when  the 
shares  begin  to  reflect  a  recovery.  In 
this,  reported  price/earnings  ratios 
can  be  misleading:  The  highest-p/E 
stocks  may  be  those  whose  earnings 
have  been  clobbered  the  most,  and 
which  are  poised  to  rebound. 

Streetwalker  thinks  there  will  be  a 
big  play  in  cyclicals  starting  some- 
time in  1991,  but  our  advice  is  not  to 
buy  them  until  you  think  business  is 
near  or  at  absolute  rock  bottom.  For 
confirmation  of  this  cautious  ap- 
proach, ask  the  folks  who  bought  Ford 
15  points  higher  five  months  ago. 


Three  scenarios  and 
an  investor 

W'  all  Street  is  plainly  confounded 
by  Kirk  Kcrkorian's  reported 
$272  million  purchase  of  a  9.8%  stake 
in  Chrysler  Corp.  What  does  this  wily 
investor  know  about  cars?  Maybe 
more  than  meets  the  eye.  He  once 
worked  for  the  late  automaker  Stude- 
baker  Corp.  Studcbaker  bought  Kcr- 
korian's Trans-International  Air  in 
1962,  after  which  he  headed  up  its 
airline  subsidiary.  When  troubled  Stu- 
debaker  spun  off  its  operations,  it  sold 


TiA  back  to  Kerkorian  in  1964.  He  got 
rich  by  reselling  the  business  to 
Transamerica  in  1968. 

Can  it  be  that  all  these  years  Ker- 
korian has  secretly  hankered  to  run  an 
auto  company?  Probably  not.  He  may 
want  to  get  his  mitts  on  the  $3-biJ- 
lion-plus  cash  and  equivalents  Chry- 
sler has  set  aside  for  cars  and  engines 
now  being  developed  (Forbes,  Oct  J. 
1990].  But  any  raider  who  thinks  he 
could  loot  the  kitty  and  leave  the 
workers  begging  for  their  pensions 
would  be  stepping  on  a  rattlesnake. 
The  UAW  and  Lee  lacocca  have  the 
political  clout  to  stop  such  a  theft. 


Kirk'  Kerkoricni 

Does  he  miss  Studebaker? 

Will  Kerkorian's  move  encourage 
another  company  to  take  a  run  at 
Chrysler  with  an  eye  to  busting  it  up? 
Recently  at  12%,  the  stock  is  about 
50%  below  where  it  sold  in  the  fall  of 
1989.  But  again,  this  is  not  likely. 
V/ith  Chrysler,  what  you  see  is  what 
you  get — a  bunch  of  plants,  tens  of 
thousands  of  workers,  lots  of  cash 
that  goes  out  as  fast  as  it  comes  in, 
and  over  $14  billion  of  long-term  debt. 

Nor  is  it  likely  that  Kerkorian's 
emergence  will  push  Chrysler  into  a 
friendly  merger  or  deal.  lacocca  has 
long  been  looking  for  such  an  arrange- 
ment. A  possible  alliance  with  Fiat 
fell  through.  The  better  bet  has  al- 
ways been  Mitsubishi  Motor,  with 
which  Chrysler  has  a  joint  venture. 

On  fundamentals,  the  stock  is  only 
a  buy  if  you  believe  Chrysler  can  sell 
half  a  million  minivans  a  year  and 
that  its  new  line  of  cars  coming  out  in 
late  1992  will  hit  big.  Plus,  there's  a 
rich  yield  of  nearly  10%  to  comfort 
you  while  you  wait — unless,  of 
course,  lacocca  cuts  the  dividend, 
which  he  well  might. 

As  for  Kerkorian,  he's  probably  not 
much  more  than  a  sideshow  with  a 
sizable  stake. — Jerry  Flint 


Chemical  reaction 

Now  that  Germariy's  rwe  A.G.  has 
agreed  to  acquire  Vista  Chemical 
Co.  at  a  big  premium  over  market, 
which  U.S.  chemical  company  will  be 
the  next  shoe  to  drop?  One  candidate 
may  be  Georgia  Gulf  Corp.  (estimated 
1990  sales,  $900  million),  which  man- 
ufactures a  wide  range  of  commodity 
and  specialty  products.  Like  Vista,  its 
operations  are  in  the  U.S.;  the  weak 
U.S.  dollar  makes  such  assets  attrac- 
tive to  foreign  buyers. 

Potentially  putting  off  buyers  is  the 
fact  that  Atlanta-based  Georgia  Gulf 
recapitalized  itself  last  April;  the  re- 
cap included  taking  on  some  $670 
million  of  long-term  debt  and  issuing 
$191  million  of  15%  subordinated 
debt.  Ever  since  Kuwait,  the  nyse- 
listed  stock  has  sunk,  as  the  U.S. 
economy  worsened  and  concern  rose 
about  Georgia  Gulf's  ability  to  service 
its  obligations.  Recent  price:  JVi. 

What's  Georgia  Gulf  worth?  Some 
say  as  much  as  $22  a  share,  or  six 
times  gross  cash  flow — the  same  as 
RWE  is  paying  for  Vista.  But  the  com- 
parison may  not  be  so  neat.  Vista  spe- 
cializes in  detergent  chemicals, 
which  are  relatively  noncyclical. 
Georgia  Gulf,  meanwhile,  is  heavily 
oriented  to  commodity  chemicals,  far 
more  vulnerable  to  a  downturn. 

A  better  benchmark  of  Georgia 
Gulf's  value  might  be  4.5  times  gross 
cash  flow,  estimated  at  $3.75  a  share 
this  year.  That  gets  you  $17  a  share, 
around  double  the  current  price.  So 
there's  unrecognized  value  in  the 
company.  But  remember  that  a  cycli- 
cal stock  like  this  may  yet  trade  down 
some  more  as  the  recession  deepens. 
Note  that  its  12-month  low  is  4%. 


Paging  James  Michener 

TIhe  saga  of  Castle  &  Cooke,  Inc.  is 
beginning  to  read  like  a  chapter  of 
Ikiivaii  In  July  the  stock  hit  the  high 
30s  on  news  the  company  was  shop- 
ping its  Dole  Food  division.  Between 
the  $2-billion-plus  Dole  was  supposed 
to  fetch  and  the  estimated  value  of  the 
company's  real  estate  business — it  is 
Hawaii's  third-largest  private  land- 
holder— some  were  touting  Castle  & 
Cooke's  value  as  high  as  $70.  Scott 
Greiper,  who  runs  the  New  York- 
based  newsletter  Bits  &  Pieces,  dis- 
agreed. He  said  it  was  worth  more  like 
$38,  about  the  market  price  at  the 
time  (Forbes,  Aug.  6,  1990]. 

Greiper  noted  that  since  May  1989 
David  Murdock,  Castle  &  Cooke's 
billionaire  chairman  and  23% -owner, 
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had  twice  tried  to  restructure,  and 
that  with  each  failure  the  stock  had 
dropped.  He  warned  that  it  was  vul- 
nerable if  a  Dole  deal  fell  short  of 
expectations.  He  was  right.  On  Dec. 
13  Murdock  pulled  Dole  off  the  block; 
the  next  day  the  stock  slid  4%,  to  29. 
Recent  price:  2978. 

What  does  Greiper  think  now?  He 
says  Castle  &  Cooke's  downside  is 
limited  to  25  or  27,  about  the  level  to 
which  it  declined  on  previous  restruc- 
turing disappointments.  But,  he  adds, 
if  you  can  buy  the  stock  m  the  mid-  to 
high  20s,  go  for  it,  because  at  those 
prices  it  would  still  trade  at  a  substan- 
tial discount  to  his  $38-a-share  esti- 
mate of  the  company's  value. 

Murdock,  says  Greiper,  "is  looking 
for  higher  bids.  Only  now  he's  under 
no  pressure  to  do  a  deal  sooner  than 
later."  Nor  would  Greiper  be  sur- 
prised if  Murdock  himself  became  a 
buyer,  just  as  he  was  when  the  stock 
dropped  into  the  20s  in  1988. 

Buy;  there's  bound  to  be  a  new 
Castle  &  Cooke  chapter  yet  to  come. 


Cash  at  a  discount 

John  Boland  of  Baltimore's  John  C. 
Boland  &.  Co.,  publisher  of  licoik- 
ruptcy  Values,  has  uncovered  a  good 
value  in  Philadelphia-based  Reading 
Corp.,  successor  to  the  defunct  Read- 
ing Railroad.  Recent  o-t-c  price:  10. 

In  November  Reading  completed 
the  sale  of  its  tram  shed  and  terminal 
market  for  $32.5  million.  It  will  pock- 
et another  $3.3  million  when  a  via- 
duct is  demolished,  raising  total  cash 
and  equivalents  to  almost  $65  mil- 
lion. Subtract  $8.4  million  of  total 
liabilities,  as  of  Sept.  30,  1990,  and  it 
leaves  $56.5  million,  or  $11.37  per 
each  of  Reading's  nearly  5  million 
shares.  So  the  stock  sells  at  a  12% 
discount  to  unrestricted  cash. 

Reading  has  other  real  estate  inter- 
ests that  Boland  thinks  are  worth  sev- 
eral dollars  a  share.  Finally,  it  has 
about  $178  million,  or  almost  $36  a 
share,  of  tax-loss  carryforwards. 
These  begin  to  unwind  in  1993,  with 
the  biggest  chunk  expiring  in  1996. 

Reading  could  acquire  an  income- 
producing  business,  then  use  those 
tax  losses  to  shelter  earnings.  That's 
what  Craig  Corp.,  which  owns  some 
34%  of  Reading,  may  have  in  mind. 
(Craig  is  a  publicly  traded  holding 
company  controlled  by  James  Cotter.) 

While  investors  wait  for  the  story  to 
unfold,  says  Boland,  there's  all^  that 
cash  in  the  till.  "How  often,"  he'asks, 
"does  one  get  the  chance  to  buy  such 
a  blind  pool  at  a  discount?" 
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'This  is  the  wayyou  always 


imag 


noH  the  South  Pacific 


Andrew  Hari 
le  to  unspoiled 
alcolm  Forbes' 
exotic  Fiji  Island  paradise. 

It's  the  vacation 
of  a  lifetime  for 
$2,400  a  week! 


^^B^^aken  as  a  whole,  Fyi  is 
'      B      'perhaps  the  most  idyllic  and 
^  ^  I        hospitable  archipelago  in  the 
^  ^  B        South  Seas,  its  essence 

^^^     springing  right  from  the  heart 
j         of  unpretentious  people  whose  en- 
I         thusiastic  greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
!         extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fyi  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 
and  wild  birds. . . . 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Hideav^^Repca:^' 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  eryoyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling^scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells. . . . 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific  .. .  ■■ 


I 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303   1WC8 
Ft.  Garland,  CO  81133. 


Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
ludged  the  merits  or  value.  i(  any.  of  this  property.  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
statement  has  been  filed  with  the  Secretary  of  Stale  of  the  State  of  New  York  The  filing  does  nol  constitute  approval 
of  the  sale  or  lease  or  ofler  for  sale  or  lease  by  the  Secretary  of  State  or  Ihal  the  Secretary  of  State  has  in  any  way  passed 
upon  the  ments  of  such  offering  .  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches.  NYA86- 1 53,  A  -.latement  of  iHecord  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merils  or  value  Obtain  the  Now  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything,  NJA  #60686004  CO.  Florida  AD  20537. 


wagon  Creek 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Seventy  years  ago  in  Forbes 

(From  ibe  Lisue  of  Jaiuuiiy  S.  I9J1 ) 
"Progressive  companies  should  set 
about  infusing  fresh  blood  and  fresh 
viewpoints  into  their  boards  of  direc- 
tors. Most  directorates  consist  merely 
of  company  executives,  a  few  busi- 
nessmen, and  perhaps  a  few  bankers. 
The  most  efficient  directorate  of  to- 
morrow will  include  one  or  more  rep- 
resentatives of  the  employees,  the 
sales  manager,  the  official  who  han- 
dles public  relations,  perhaps  a  repre- 
sentative of  the  customers,  and,  may- 
be, one  selected  from  the  public." 

"At  present  heavy  truck  traffic  is  lim- 
ited largely  to  the  big  cities  which 
have  been  the  most  progressive  in 
road  building;  but  the  time  is  bound 
to  come  when  every  city  in  the  U.S. 
can  import  garden  truck  and  farm 
products  from  100  miles  around  by 
truck,  and  export  coal,  building  mate- 
rials and  merchandise  to  this  outlying 
area  in  the  same  manner." 

Sixty  years  ago 

(From  the  ussne  of  Jainuiiy  1,  1931 ) 


How  could  1931  he  worse  than  1930-' 

"Good-bye,  1930!  Though  thy  chas- 
tening may  have  been  salutary,  we  bid 
thee  farewell  without  regret.  We  feel 
we  have  had  enough  of  depression  and 
disappointment,  deflation  and  de- 
spair, losses  and  lost  jobs.  We  gladly 
turn  over  thy  leaf  in  the  Book  of  Time. 
Welcome,  1931!" 

"Observers  who  have  noted  the  rela- 
tions between  President  Hoover  and 
the  old  71st  Congress  in  the  past 
month  are  beginning  to  wonder  what 


Bank  of  America 

National  Trust  &»  Savings  Association 

A  CONSOLIDATION  Of 

Bank  of  Italy 

AND  BAVK  V  AMIWCA  ^  CAllFOHKIA 

RESOURCES   MORE   THAN 

ONE    BILLION    DOLLARS 


A  major  new  California  hank  was  horn 
out  of  a  late  19,W  nierger 

will  happen  to  the  nation's  capital 
after  March  4,  1931,  when  the  new 
72nd  Congress  comes  into  being,  a 
Congress  which  is  much  more  strong- 
ly opposed  politically  to  the  Adminis- 
tration than  the  one  which  is  current- 
ly trying  Mr.  Hoover's  patience." 

Fifty  years  ago 

(I'roiu  Ihe  issue  of  Iciniuiiy  1,  1941 ) 
"Developments  like  the  40-hour 
week  need  more  intelligent  appraisal 
by  bankers.  Too  many  seem  to  think 
that  the  only  way  to  meet  the  situa- 
tion of  shorter  work  hours  for  the  staff 
is  to  shorten  hours  of  service  to  the 
public.  This  is  no  way  to  win  public 
approval.  .  .  .  We  can't  grow  by 
shrinking."     — Banker  A. P.  Giannini 

"William  S.  Knudsen  has  urged  that 
defense  production  be  put  on  a  war- 
time basis.  And  the  first  step  in  this 
direction,  says  he,  would  be  to  elimi- 
nate the  Friday  to  Monday  'blackout' 
in  the  war  industries.  According  to  a 
number  of  companies  now  engaged  in 
wartime  production,  however,  there 
are  three  obstacles  to  a  quick,  general 
shift  to  continuous  operation:  (1) 
union  contracts,  calling  for  punitive 
overtime  charges;  (2)  the  shortage  in 
skilled  labor,  despite  intensive  train- 
ing   and    'forced    feeding'    methods; 


Big  Bill  Knnclse>i  spurs  the  war  effort 


(3)  the  lack  of  machines  with  which  to 
build  machines  (in  many  quarters  a 
bigger  obstacle  than  the  bottleneck  in 
skilled  labor)." 

Twenty-five  years  ago 

(From  //>c  issue  of  Jiiiiiuirr  I,  19(M) 

"What  mattered  last  year  was  not  so 
much  what  [electrical  goods]  compa- 
nies could  sell,  but  what  they  could 
Diake.  It  was  a  production  man's 
year,  not  a  salesman's.  The  consum- 
er seemed  almost  frantic  in  his  de- 
sire to  exchange  money  for  electri- 
cal goods  of  any  description,  from 
electric  carving  knives  to  automatic 
towel  dispensers.  And,  of  course,  the 
color  TV  set." 

"During  the  last  half  of  1964  a  glut  of 
crude  began  to  appear  in  Western  Eu- 
rope. It  was  brought  on  by  a  flood  of 
oil  from  new  fields  like  those  in  Lib- 
ya, where  the  government  had  been 
sanctioning  price-cutting  as  a  means 
of  becoming  a  major  oil  producer.  By 
last  March  crude,  listed  at  $1.80  a 
barrel  in  Europe,  was  actually  selling 
for  as  little  as  $  1 .30.  The  U.S.  interna- 
tionals found  their  profits  from  Eu- 
rope badly  squeezed.  They  decided  to 
offset  this  squeeze  by  making  more 
money  at  home.  So  they  called  off 
their  U.S.  price  wars  on  March  17." 

Ten  years  ago 

(I'rom  liw  issue  (f/(iiiiiary  5,  19S1) 
"Remove  the  incentive  of  being  able 
to  make  a  buck  by  building  a  better 
mousetrap  and  you  insure  that  ulti- 
mately there'll  be  fewer  mousetraps, 
and  none  of  them  will  include  the 
latest  microtechnology.  Just  five 
months  ago  Peru's  new  president  an- 
nounced a  program  to  reattract  pri- 
vate capital,  resurrect  private  enter- 
prise. Almost  every  new  African  na- 
tion that  has  a  government  that 
governs  has  discovered  confiscation 
magically  produces  less  of  everything. 
For  an  economy  to  work,  the  system 
has  to  motivate  and  reward.  It's  called 
capitalism  in  the  West,  and  by  any 
other  name  that's  what  it  is  in  the  rest 
of  the  world,  too." 

— Malcolm  Forbes 

"If  all  the  jobs  that  were  publicized  in 
various  papers  really  icere  jobs,  the 
garbagc-to-energy  business  would 
be  a  helluva  business.  But  most  of 
it  is  newspaper  puff."  — Wheelabrator- 
Frye  ceo  Michael  D.  Dingman 


FORBES,  lANUARY  7,  1991 


331 


The  English  instinctively 
admire  any  man  who  has  no 
talent,  and  is  modest  about  it. 
James  Agate 


Egotist:  A  man  of  low  taste, 
more  interested  m  himself 
than  m  me. 
Ambrose  Bierce 


Adam  invented  love  at  first 
sight,  one  of  the  greatest 
labor-saving  machines  the 
world  ever  saw. 
Josh  Billings 


The  best  way  to  realize 
the  pleasure  of  feeling  rich 
is  to  live  in  a  smaller 
house  than  your  means 
would  entitle  you  to  have. 
Edward  Clarke 


In  America  only  the  successful 
writer  IS  important,  in  France 
all  writers  are  important,  in 
England  no  writer  is  important, 
in  Australia  you  have  to  explain 
what  a  writer  is. 
Geoffrey  Cotterell 


In  the  realm  of  ideas, 
everything  depends  on 
enthusiasm;  in  the  real 
world,  all  rests  on 
perseverance. 
Goethe 


Never  lend  your  car 
to  anyone  to  whom  you 
have  given  birth. 
Erma  Bombeck 


Publishing  a  volume  of  verse 
is  like  dropping  a  rose-petal 
down  the  Grand  Canyon  and 
waiting  for  the  echo. 
Don  Marouis 


A  man  should  be  just  cultured 
enough  to  be  able  to  look 
with  suspicion  upon  culture. 
Samuel  Butler 


Thoughts 

on  the  Business  of  Life 


When  you  c/clre  deep  eiioui^b.  you 
Jiiul  thcit  pnictiailly  ereiy  grecit 
fortune  and  i>reat  enteiprise  in 
America  have  sprung  from  the 
courageous  enterprise  of  some 
individual  It  was  Commodore 
Vcuiderhilt's  enterprise  in 
sii  itching  first  from  running  a 
fenyhoat  to  running  other 
ships,  and  then,  when  he  wets 
tie// along  in  years,  his 
enteiprise  in  switching  into 
rai/roading,  t/.mt  created  ivhat 
was  to  become  one  of  the  most 
notah/e  fortunes  in  tlx'  history 
of  tire  wcjrid. 
B.C.  Forbes 


I  wish  it  were  O.K.  in  this 
country  to  look  one's  age, 
whatever  it  is.  Maturity  has 
a  lot  going  for  it,  even  in 
terms  of  esthetics.  For 
example,  you  no  longer  get 
bubblegum  stuck  in  your  braces. 
Cyra  McFadden 


What  really  makes  one 
indignant  about  suffering 
isn't  the  thing  itself  but 
the  senselessness  of  it. 
Nietzsche 


Why  should  a  country  worship 
another  country's  tin  gods, 
when  it  has  tin  gods  of  its  own? 
John  P.  Grier 


Love  and  scandal  are  the 
best  sweeteners  of  tea. 
Henry  Fielding 

tVIore  than  9,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  m  a  three: 
vohime  boxed  set  at  $49.50  ($19.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
"Thou,^hts."  ['rice:  $19.50.  Send  check  and 
order  to:  Forbes  Inc..  60FifthAve.,  NewYork. 
N.Y.  won.  Add  sales  tax  on  orders  m  New 
York  State  and  other  states  where  applicable. 


I've  given  my  memoirs  far  more 
thought  than  any  of  my  marriages. 
You  can't  divorce  a  book. 
Gloria  Swanson 


Fortunately  for  themselves 
and  the  world,  nearly  all  men 
are  cowards  and  dare  not  act 
on  what  they  believe.  Nearly 
all  our  disasters  come  of  a 
few  fools  having  "the  courage 
of  their  convictions." 
Coventry  Patmore 


Simple  pleasures  are  the 
last  refuge  of  the  complex. 
Oscar  Wilde 


A  Text . . . 

And  God  shall  wipe 
away  all  tears  from 
their  eyes;  and  there 
shall  be  no  more 
death,  neither  sorrow, 
nor  crx'ing,  neither 
shall  there  be  any 
more  pain;  for  the 
former  things  are 
passed  away. 
Reveiation  21:  4 


Sent  in  by  lack  Wardlaw,  Raleigh,  N.C. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  IS  presented  to  sendefs  of 
texts  used. 


Free  enterprise  is  a  rough 
and  competitive  game.  It  is 
a  hell  of  a  lot  better  than 
a  government  monopoly. 
Ronald  Reagan 


Ask  yourself  whether 
you  are  happy,  and  you 
cease  to  be  so. 
John  Stuart  Mill 


If  God  lived  on  earth,  people 
would  break  his  windows. 
Yiddish  proverb 
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^HT  WALL  STREET'S 
SMARTEST  SHARKS  ARE 
3UTING  UP  JUNK  BONDS 


CUBA: 

AFTER  CASTRO, 

A  DELUGE? 


THE  SOVIET  UNION: 
FOOD  FOR  PEACE? 
OR  CIVIL  WAR? 


JANUARY  21,  1991 


FOUR  DOLLARS 
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GOODBYE, 
ECONOMISTS 

WHY  COMPANIES 
ARE  SACKING 
THEIR 
SOOTHSAYERS 
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What  we  do 
to  keep  it  greener. 


It's  a  lot  easier  to  find  a  green  pasture  than  it  is  to  keep  it  that  way. 
So  how  have  the  CIGNA  companies  managed  to  stay  on  top  of 
the  large  risk  property  and  casualty  market  for  so  many  years? 
Simply  by  following  a  tried  and  true  rule:  Give  the  customer  more 

value  for  his  money. 

On  the  surface  most 
large  risk  casualty  plans 
appear  the  same. 

But  take  a  closer 
look,  and  you'll  see  that 
our  comprehensive  list  of 
services  is  unsurpassed 
by  other  companies. 

Including  everything 
from  risk  financing  and 
risk  transfer,  to  claims 
and  data  management, 
cost  containment  and 
loss  control. 

Last  year  alone, 
CIGNA  Property  and 
Casualty  companies 
saved  clients  over  $70  million  in  workers'  compensation  medical  costs. 

With  results  like  that,  it's  no  wonder  so  many  Fortune  500  and 
other  large  companies  believe  that  one  side  of  the  fence  is  always 
greener.  The  side  they're  already  on. 

So  write  Ed  Denker,  CIGNA  Special  Risk  Facilities,  Dept  RL, 
Phila.,  PA  19192.  On  the  other  hand,  there's  always  crabgrass. 


We  get  paid  for  results? 


CIGNA 


II  Till  II  TiiLI  tmi 


Table  Time- 
Table  Accessories 


booking  Time- 
<itchen  and 
Household  Goods 


'resent  Time- 
4rts  and  Crafts, 
3ifts  and  Stationery 


Light  Time- 
Domestic  Lighting 


Glamour  Time- 
Jewellery,  Clocks 
and  Watches 


Internationale  Frankfurter  Messe 

The  largest  consumer  fair  in  the  world. 


A  few  of  the  names  we've  made  a  name  with. 

Exhibitors  at  the  International  Frankfurt  Trade  Fair  Ambiente: 
Alessi,  Italy.  Aicham,  Germany.  Arquati,  Italy.  Aynsley  China,  Great 
Britain.  Baccarat,  France.  Ballarini,  Italy.  Cristais,  Brasil.  Christofle, 
France.  Du  Pont  de  Nemours,  Germany.  Ercuis,  France.  Fostoria,  U.S.A. 
Gebr.  Steiger,  Germany.  Ginori,  Italy.  Hackmann,  Finland.  Henckels 
Zwillingswerk,  Germany.  Hermes,  France.  Kaiser,  Germany.  Lalique, 
France.  Lladro,  Spain.  Libbey  Glass,  U.S.A.  Lagostina,  Italy.  Marcolin, 
Sweden.  Marcrander,  Germany.  Moulinex,  Germany.  Nachtmann, 
Germany.  Nakayamafuku,  Japan.  Narumi,  Japan.  Newell,  U.S.A. 
Noritake,  Japan.  Orrefors,  Sweden.  Rexite,  Italy.  Rosle,  Germany. 
Royal  Copenhagen,  Denmark.  Rubbermaid,  Germany.  Sabattini,  Italy. 
Sambonet,  Italy.  Schott-Zwiesel,  Germany.  Seiko,  Japan.  Silit,  Germany. 
Soga  Glass,  Japan.  Toni  Herner,  Germany.  Tronconi,  Italy.  Valira,  Spain. 
Venini,  Italy.  Victorinox,  Switzerland.  Warnecke,  Germany.  Waterford 
Crystal,  Ireland.  Wedgwood,  Great  Britain.  Winterling,  Germany.  Zani 
Serafino,  Italy. 


#1 
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Most  likely  your  days  are  filled 
with  ringing  telephones, 
mounting  pressures  and  im- 
pending deadlines.  All  of  which  make 
your  commute  that  much  more  crucial 
to  your  peace  of  mind. 

Accordingly,  the  cabin  of  the  LS400 
was  designed  to  serve  as  your  sanctuary. 
Step  inside.  The  door  seals  shut  with 
a  solid  hush.  The  steering  column  auto- 
matically lowers  itself  into  your  hands. 

T 


You  reach  for  the  ignition.       you  hes  a  250-hp,  V8  engine,  powerfi  m 
Under  the       yet  efficient.  With  the  twist  of  your  wrii 
hood  before       it  springs  to  life.  At  least  you  think ; 


\ 


inThe  Opportunity 
pportumtyTo  Retreat 


audio  systems,  including  the  optional 
Lexus/Nakamichi  Premium  Sound  Sys- 
tem with  Compact  Disc  auto-changer. 

But  why  imagine  all  this?  You  have 
to  drive  the  LS400  to  appreciate  every- 
thing that  makes  it  several  quantum 
leaps  above  whats  normally  considered 
a  luxury  car.  And  in  any  case,  now  that 
you've  gotten  so  far  ahead  in  life,  it's 
time  to  get  behind. 

The  wheel,  that  is. 


r 


® 


)es;  the  cabin  is  so  library-  quiet,  you       fionger,  you  can  summon  all  the  sound 
,ve  to  listen  carefully  to  be  sure.  you  want  from  seven  speakers.  Each 

Of  course,  with  the  touch  of  your       LS  400  comes  with  either  of  two  superb       The  Relentless  Pursuit  Of  Perfection. 


L-£XLA 


)  1990  Lexus,  A  Division  Of  Toyota  Motor  Sales,  U.S.A.,  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  obey  all  speed  laws.  For  more  information,  call  800-872-53^8  (800-USA-LEXUS). 
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Fallen  heroes 

The  past  couple  of  decades  may  not  have  been  the  Golden  Age  of 
Economics,  but  it  sure  was  a  golden  age  for  economists.  Compa- 
nies that  couldn't  afford  to  have  their  own  economics  depart- 
ments hired  economic  consulting  firms — or  several  firms.  It 
was  kind  of  like  ancient  times,  when  no  self- 
respecting  court  would  be  caught  dead 
without  an  in-house  astrology  and  sooth- 
saying department.- 

Economists   became    celebrities   and 
they  moved  markets.  Remember  when 
a  pronouncement  from  Dr.  Doom, 
Henry  Kaufman,  could  move  stock 
and  bond  prices  to  the  tune  of  a 
few  billion  dollars  in  a  few 
hours?   Long  before  he  be- 
came Federal  Reserve  chair- 
man, Alan  Greenspan  was  a 
much-quoted  media  person- 
ality who  on  occasion  even 
rated  gossip  column  attention. 

Guess  what?  The  boom  in  economic 
prognostication  has  ended.  Many  for- 
merly high-paid  economists  are  now 
teaching,  where  they  earn  a  much  di- 
minished income.  Others  are  working 
at  more  mundane  corporate  tasks.  Dr. 
Doom  himself  is  now  a  money  manager. 

Why  did  business  grow  disillusioned  with  its  soothsayers? 
Dana  Wechsler  Linden  tells  the  story  in  "Dreary  days  in  the 
dismal  science,"  starting  on  page  68. 


Finding  gold  in  junk 

Stripped  to  basics,  junk  bond  takeovers  were  a  way  of  transform- 
ing equity  into  what  purported  to  be  bonds.  Paying  interest 
instead  of  dividends,  junk  bonds  enabled  the  dealmakers  to  save 
huge  amounts  of  federal  income  taxes  and  to  transfer  any  upside 
potential  from  the  former  equity  holders  to  themselves.  They 
were  a  good  deal  for  the  borrowers.  They  were  a  lousy  deal  for 
the  buyers  and  for  the  U.S.  taxpayer. 

As  one  junk-financed  deal  after  another  collapses,  the  bonds 
are  reverting  to  what  they  were  in  the  first  place — common 
equity.  Aware  of  this,  some  of  the  smartest  investors  are  buying 
up  junk  and  using  it  to  get  control  of  the  failing  companies. 
Either  that  or  bondmail — using  the  junk  to  bondmail  manage- 
ments into  handing  the  junkholders  hefty  settlements.  So  there 
is  big  money  to  be  made  these  days  in  the  junk  bond  market,  but 
regulation  is  almost  absent  and  so  is  reliable  information.  Junk 
bonds  today  are  a  veritable  minefield  for  the  unwary  investor. 
Matthew  Schifrin  tells  the  story  in  "Sellers  beware,"  starting  on 
page  36. 
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For  the  cleanest,  brightest  windows. 


iCongratulations.  You've  not  only  also  get  80286  processing  power, 

found  someone  who  does  win-  up  to  5MBs  of  memory.  A  20MB 

dows,  you've  found  someone  who  hard  disk  drive.  A  battery  that 
does  them  well. 


NEC's  new 
UltraLite™  286V. 
;A  six-and-a-half- 
pound  notebook 
that  actually  has 
a  large,  bright 
VGA  screen.  So 


The  new  UltraLite  286V 


gives  you  up  to 
two  and  a  half 
hours  of  power. 
It  comes  in  a 
package  small 
enough  to  fit  in 


m    a  briefcase,  too, 


And   there's 


whether  you're  using  Windows'"  never  an  embarrassing  spot  or 

3.0  or  any  other  software,  you'll  streak.  For  more  information  call 

get  the  kind  of  crystal  clear  image  NEC  Technologies  at  1-800-826- 

you  only  expect  to  find  with  larger  2255.  The  sparkling  new  UltraLite 

computers.  That's  not  all.  You  can  286V.  It'll  make  you  shine. 


CsC 

Computers  and  Communications 


NEC 


Follow-Through 


Edited  by  Edward  Giltenan 


Take  that,  Mario 

A  Los  Angeles  superior  court  judge 
ihas  just  given  Carolco  Pictures 
Inc.'s  shareholders  some  ammunition 
in  their  battle  to  control  free-spending 
Chairman  Mario  Kassar. 

In  September  Kassar  wanted  to  use 
stock  to  pay  back  nearly  $45  million 
that  Carolco  (which  has  produced 
movies  starring  Sylvester  Stallone 
and  Arnold  Schwarzenegger)  had  lent 
him.  But  at  the  going  price  of  $8  a 
share,  that  would  have  cut  his  stake 
in  the  company  below  50% .  So  Carol- 
co's  accommodating  board  approved  a 
buyback  of  some  3.4  million  of  Kas- 
sar's  shares  at  $13  each.  That  hefty 
premium  allowed  him  to  pay  off  the 
loan  and  keep  57%  control  (Forbes, 
Noi'  12,  1990). 

The  minority  shareholders  fired 
back,  suing  Kassar  for  breach  of  fidu- 
ciary duty.  Last  month  a  judge  granted 
a  preliminary  injunction  freezing  2.2 


Schwarzenegger,  Kassar  and  Stallone 

million  of  Kassar's  remaining 
shares — roughly  equal  to  the  extra 
shares  he  would  have  had  to  sell  if  his 
stake  had  been  valued  at  the  market 
rate.  Perhaps  in  light  of  Kassar's  histo- 
ry of  self-dealing — including  massive, 
interest-free  personal  loans  from  Car- 
olco— the  judge  also  forbade  the  board 
to  make  any  loans  to  Kassar  or  alter 
his  compensation  without  notifying 
shareholders  in  advance. 


Opportunity  missed 

W'hcn  Forbes  praised  Hilton  Ho- 
tels Corp.  Chairman  Barron  Hil- 
ton for  his  tough,  deliberate  style  (Jan. 
25,  1988),  the  stock  was  trading 
around  37  (adjusted  for  splits).  It  shot 
past  115  in  mid- 1989,  only  to  dive 
back  down  to  a  recent  36 '/i. 


What  happened?  Far  from  being 
"determined  to  make  the  company 
takeover-prroof  by  improving  earn- 
ings," Barron  Hilton  was  less  com- 
mitted to  long-term  performance  than 
Forbes  thought.  After  an  estate  set- 
tlement gave  him  25%  control,  Hil- 
ton— whose  father,  Conrad,  had 
founded  the  hotel  giant — promptly 
put  his  patrimony  up  for  sale. 

Through  the  summer  and  fall  of 
1989  he  tickled  the  bids  up  to  a  ru- 
mored $90  a  share.  But  he  dragged  the 
auction  out  too  long:  The  junk  bond 
market  shriveled  around  him.  By  Jan- 
uary 1990  1MB  Realty  Corp.  reportedly 
cut  its  bid  to  the  mid-$70s,  and  a 
group  led  by  nwa's  Alfred  Checchi 
apparently  couldn't  finance  its  offer. 
"We  missed  the  window  of  opportuni- 
ty," concedes  a  Hilton  spokesman. 

But  Barron  Hilton,  an  avid  card 
player,  can  stay  in  the  game  indefi- 
nitely. Overseas  results  are  promis- 
ing, and  debt  is  only  38%  of  capital 
(versus  64%  at  rival  Marriott).  Hil- 
ton's properties — like  the  Waldorf-As- 
toria, which  occupies  an  entire  block 
in  Manhattan — will  appreciate  rapid- 
ly when  the  U.S.  real  estate  market 
recovers.  And  a  chastened  Barron  Hil- 
ton, 63,  says  he's  in  the  chairman's 
office  for  keeps. — Katherine  Weisman 

Trouble  in  toyland 

A.ittle  over  a  year  ago  Forbes  fig- 
ured that  Tonka  Corp.  would 
manage  itself  out  of  "the  deepest  hole 
in  Toyland" — a  staggering  debt  load, 
then  86%  of  capital  (Oct.  16.  1989) 

So  far  that  prediction  looks  too  opti- 
mistic by  a  mile.  As  Tonka  has  come 
up  short  on  hit  products  in  a  cruel 
retail  environment,  the  hole  has 
turned  into  an  abyss.  The  Minneton- 
ka,  Minn. -based  company's  operating 
income  dropped  60%,  to  $35  million, 
in  the  first  nine  months  of  1990.  Sales 
declined  14%  during  the  same  period. 

The  cash  squeeze  began  to  hurt  in 
October,  when  Tonka  had  to  take  the 
remaining  $45  million  of  proceeds 
from  a  1989  public  offering  and  apply 
it  to  pay  down  principal  on  its  $310 
million  in  bank  debt.  By  the  end  of 
1993  Tonka  must  retire  another  $111 
million  in  principal  on  its  bank  debt, 
while  cash  interest  expense  will  jump 
by  $33  million  that  year,  when  $125  ' 
million  in  17'/4%  pay-in-kind  debt  be- 
gins paying  in  cash. 

All  this  leaves  Chairman  Stephen 
Shank,   the  47-year-old  lawyer  who 


Tonka  Chainnan  Stephen  Shank 


has  run  Tonka  for  the  last  1 1  years,  in 
a  tight  box.  With  strong  traditional 
lines  like  its  sturdy  toy  trucks.  Tonka 
could  be  a  juicy  target  for  a  toymaker 
with  a  strong  balance  sheet,  like  Mat- 
tel (Forbes,  Jan.  7).  A  possible  cata- 
lyst: Boynton  Beach,  Fla.  investor 
Malcolm  Glazer,  who  leads  a  group 
that  spent  $6.2  million  to  accumulate 
almost  9%  of  Tonka's  shares  in  the 
fall. — Graham  Button 

The  show  goes  on 

Bernie  Katz,  the  P.T.  Bamum  of 
high-tech  stocks,  is  back.  In  the 
1970s  Katz  hawked  Xonics,  Inc.  and 
its  supposedly  improved  X-ray  'ma- 
chine. In  the  1980s  he  pushed  Helio- 
netics,  Inc.  and  its  "blue-green  laser" 
intended  for  the  "Star  Wars"  defense 
shield  (Forbes,  Apr  22,  1985).  The  X- 
ray  machine  never  materialized,  and 
the  laser  fizzled  out:  Xonics  faded 
away,  and  Helionetics  filed  for  Chap- 
ter 11  in  1986. 

But  Helionetics  was  reborn  in  1989 
and  claims  to  make  high-speed  com- 
puters, powered  by  microprocessors 
from  Sun  Microsystems  and  Motor- 
ola, that  will  run  ms-dos  and  Unix 
software.  Through  a  joint  venture, 
Katz  hopes  to  sell  in  China.  But  ex- 
perts at  Sun  and  elsewhere  doubt  the 
machine  works  as  well  as  Katz  says. 
And  Helionetics  has  had  difficulty  ob- 
taining a  license  from  the  U.S.  De- 
partment of  Commerce  to  export 
electronics  to  China. 

The  stock  trades  around  2  a  share, 
down  from  6  in  June.  Nonetheless, 
Katz,  now  61,  is  enthusiastic.  "I'm 
either  dead  right  this  time  or  I'm  go- 
ing home  to  stay,"  he  says. 

Promise? — Julie  Pitta 
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The  Best  Basic  ^XMRANTY  In  Its  Class. 
And  Irs  Made  In  Michigan. 


Mazda  626 


Yes,  it's  the  Mazda  626— but  don't 
think  of  it  as  an  "import"  any  more.  It's  built  in  Flat 
Rock,  Michigan.  And  its  unsurpassed  basic  warranty 
gives  you  36  months  or  50,000  miles  of  "bumper-to- 
bumper,"  no-deductible  protection.* 


And  this  exact  same  warranty  covers  every  new 
Mazda.  In  fact,  no  other  full  line  of  fleet  vehicles  has  a 
basic  warranty  as  good.  So  covered  repairs  on  your  626, 


or  any  other  Mazda,  will  cost  you  absolutely  nothing. 

But  the  626  offers  you  more  than  a  great 
warranty.  It's  roomy  and  comfortable,  with  such 
thoughtful  features  as  a  tilt  steering  column.  A  large 
trunk  with  a  conveniently  low  liftover  height.  And 
a  60/40  split  fold-down  rear  seatback  that  further 
increases  trunk  capacity. 

For  more  information  about  the  Mazda  626  and 
its  strong  warranty,  call  our  National  Fleet  Sales  Office 
at  (714)  727-6453.  And  find  out  why  your  next  fleet 
purchase  should  be  a  Mazda  626  —from  Michigan. 


ItJust  Feels  Right* 


*Contact  the  National  Fleet  Sales  Office  for  limited-warranty  details.  ©  1990  Mazda  Motor  of  America,  Inc. 


SIEMENS 


1874.  That  was  then 


Braving  a  hostile  ocean,  the  men  of  the  Faraday  laid  the  first  transatlantic  cable  between 
Ireland  and  America.  That  cable  was  manufactured  by  Siemens.  It  could  carry  22  messages 
at  one  time,  and  it  carried  the  world  into  a  new  era  of  communications. 


©  Siemens  Corporation  1991 


1991.  This  is  now. 


The  digital  telephone  switch  Siemens  manufactures  today  can  handle  up  to  1,000,000 
calls  in  a  single  hour.  It  can  even  carry  voice,  data  and  text  simultaneously  on  a  single 
phone  line.  Of  course,  this  telecommunications  equipment  is  only  one  of  the  many  preci- 
sion technologies  made  by  the  10,000  Siemens  employees  who  work  at  60  U.S.  manufac- 
turing sites.  And  they're  only  part  of  the  35,000  men  and  women  who  work  nationwide  to 
help  Siemens  remain  a  leader  in  the  thinking  that  produces  innovative  technologies. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90.  Box  8003T,  Trenton,  New  Jersey  08650 

Automation  Automotive  Electronics  Electronic  Components  Energy  Information  Systems 

Lighting  Systems  Medical  Systems  Power  Generation  Telecommunications  Transportation 
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Edited  by  Eric  Schmuckler 


Is  Joe  Perella  putting 
on  his  hiking  boots? 

Wall  Street  gossip  has  it  that  Joseph 
Perella — the  tall  skinny  one — wants 
out  of  Wasserstein  Perella,  the  high- 
profile  merger  boutique  he  cofounded 
three  years  ago  with  "Bid-'em-up" 
Bruce  Wasserstein,  his  old  chum 
from  First  Boston  days.  The  reason- 
ing goes  that  things  can't  be  much 
fun  at  the  firm,  what  with  the  slump 
in  the  mergers  business  and  the  bou- 
tique's embarrassing  inability  to 
cash  in  on  the  MCA/Matsushita  deal. 
"Joe  doesn't  have  his  ego  wrapped  up 
in  it  the  way  Bruce  does,"  says  a 
colleague. 

Part  of  the  problem  is  reported  to  be 
friction  between  the  firm  and  Japan's 
Nomura  Securities,  which  paid  $100 
million  for  a  20%  stake.  Wasserella 
partner  Michael  Biondi  says  any  sto- 
ries about  Perella 's  leaving  and  fric- 
tion with  Nomura  are  "100%  un- 
true." Biondi  also  claims  the  firm  is 
doing  just  fine,  thanks  to  internation- 
al business  and  money  management 
fees,  and  has  avoided  the  layoffs  that 
have  plagued  even  the  whitest  shoes 
in  investment  banking.  In  any  event, 
with  the  merger  business  down  the 
tubes,  it's  unlikely  that  Perella  could 
get  a  premium  price  for  his  stake. 


Looking  for  deep  pockets 

Looking  under  every  rock  and  mat- 
tress for  additional  revenues,  the  irs  is 
trying  to  nail  the  Lauder  family  for 
$43  million  in  estate  taxes,  and  has 
already  won  a  round  in  Tax  Court. 
After  Estee's  husband,  Joseph,  died  in 
1983,  the  family-held  Estee  Lauder 
company  bought  his  stock  for  $28 
million.  The  irs  asserts  the  stock  was 
really  worth  $90  million.  But  the  Lau- 
ders  retort  that  a  pair  of  1970s  stock- 
holder agreements  limited  the  mar- 
ketability—and hence  the  value — of 
the  stock.  These  agreements  required 
shares  to  be  offered  to  other  holders  or 
the  company  first,  at  a  price  based  on 
book  value  excluding  intangibles. 

The  Tax  Court  judge  ruled  the  Lau- 
ders  must  demonstrate  that  there  was 
a  sound  business  purpose — as  opposed 
to  estate-tax-reduction  purpose — be- 
hind the  agreements.  The  family  will 
probably  argue  that  the  purpose  was 
to  ensure  family  control — a  feasible 
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response,  given  the  difficulties  public- 
ly owned  companies  face  when  trying 
to  build  and  maintain  long-term  con- 
sumer franchises.  The  case  is  slated 
for  June  in  Washington. 

It  all  sounds  a  bit  like  the  irs'  failed 
attempt  to  extract  $610  million  in 
extra  taxes  from  the  S.I.  Newhouse 
estate.  The  feds  lost  that  one  in  part 
because  the  Newhouse  lawyers  took 
apart  the  testimony  of  the  irs'  expert 
witnesses.  You  can  bet  the  Lauders 
will  not  lack  for  legal  firepower. 


Public  service 
announcement 

Corrupt  politicians  buying  votes  with 
gifts  are  such  a  big  problem  in  Japan 
that  the  government  has  taken  out 
subway  ads  on  the  issue.  The  Ministry 
of  Home  Affairs,  which  oversees  elec- 
tions, is  trying  to  combat  the  practice 
of  year-round  gift-giving  by  politicians 
with  a  poster  that  offers  a  dialog  be- 
tween a  horse  ( the  symbol  for  1 990)  and 
a  sheep  (the  symbol  for  1991 ).  Speaking 
in  the  leaden  style  of  Tokyo  bureau- 
crats, the  horse  warns  sternly,  "It  is 
prohibited  by  law  for  politicians  to 
send  money  and  presents  to  constit- 
uents." The  sheep  bleats  hopefully: 
"Next  year  let's  again  obey  the 
rule  forbidding  donations."  Again? 
Wasn't  there  any  palm-greasing  last 
year? — Gale  Eisenstodt 


Less  for  Motown? 

Everybody  wants  to  buy  the  Motown 
catalog  of  songs,  but  nobody's  yet 
willing  to  pay  the  $150  million  asking 
price.  That's  how  much  Motown 
founder  Berry  Gordy  wants  for  his  Jo- 
bete  Music,  which  owns  the  rights  to 
songs  like  "I  Heard  It  Through  the 
Grapevine"  and  "Stop!  In  the  Name  of 
Love."  Gordy's  price  equals  a  steep  15 
to  20  times  jobete's  earnings.  Bidders 
reportedly  include  cbs  Music  Publish- 
ing and  the  Pritzker  family  of  Chica- 
go, who  already  own  the  small  Cha- 
meleon Records  label  and  the  Titket- 
master  network.  Also  sniffing  around 
is  Charles  Koppelman,  who  struck  it 


The  Suprenies  belting  out  one  of  their  sotigs 

Stop!  And  pay  up  for  Motown's  catalog  of  hits. 


rich  once  before  buying  and  selling 
the  CBS  Songs  catalog.  Koppelman's 
group  may  include  Michael  Jackson, 
who  already  owns  the  Beatles  catalog. 
Ironically,  the  songs  are  worth  more 
than  the  Motown  record  label  itself, 
which  Gordy  sold  to  mca  (soon  to  be 
owned  by  Japan's  Matsushita)  and  an- 
other investor  in  1988  for  some  $60 
million. 


Diplomatic  assent 
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Mac}'  investor  Henry  Kissinger 
Tossing  more  money  into  the  pot. 

Dr.  Henry  A.  Kissinger,  the  sonorous 
former  secretary  of  state,  cracked 
open  his  wallet  last  month  when  R.H. 
Macy  &.  Co.  received  a  rejuvenating 
$144  million  cash  infusion.  Dr.  K., 
who  joined  the  retailer's  board  of  di- 
rectors when  the  company  went  pri- 
vate in  July  1986,  owned  2,524  shares 
of  Macy's  convertible  preferred  stock 
before  the  recap.  That  stake  cost  him 
$100,000.  Since  Dr.  K.  collects 
$22,000  a  year  in  director's  fees  from 
Macy's,  he's  all  but  earned  back  the 
face  value  of  his  initial  investment. 

Why  was  the  good  doctor  brave 
enough  to  invest  further  in  the  teeter- 
ing retailer?  Kissinger  was  unavailable 
for  comment.  Presumably  he  was  reas- 
sured by  the' presence  of  such  investors 
as  Laurence  Tisch's  Loews  Corp.,  Mi- 
chael Price's  Mutual  Series  funds,  mall 
magnate  A.  Alfred  Taubman,  ge  Capi- 
tal and  Hong  Kong  movie  mogul  Sir 
Run  Run  Shaw. — Jason  Zweig 


Thanks  for  the  memories 

The  recent  Christmas  bash  at  Drexel 
Bumham  Lambert  was  but  a  pale 
shadow  of  1989's  lavish  affair  at  the 
Waldorf-Astoria.  Even  so,  several 
hundred  staffers  showed  up  the  Friday 
before  Christmas  in  the  long-dormant 
executive  dining  room  at  the  compa- 
ny's Broad  Street  headquarters. 

At  1989's  shindig,  Drexel  Chief  Ex- 
ecutive Fred  Joseph  made  a  cheerlead- 
ing  speech  on  how  the  firm  would 
transcend  its  troubles.  Two  months 
later  Drexel  filed  for  Chapter  1 1 . 

And  what  said  Joseph  this  time? 
Nothing. 
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Now  you  can  go  fishing  while  the  kids 
catch  Disney  s  "The  Little  Mermaid." 

The  Sony  Video  Walkman™  If  you've  been  hunting  for  something  to  entertain  the  kids 
on  family  trips,  bring  along  the  Sony  Video  Walkman  and  The  Little  Mermaid.  Disney's 
newest  classic  is  now  available  for  the  Video  Walkman,  Sony's  magical  compact  VCR/TV 
with  a  brilliant  4"color  LCD  screen  and  stereo  sound.  So 
now  the  whole  family  can  catch  The  Little  Mermaid's 
dazzling  animation,  award-winning  songs  and  memo- 
rable new  characters,  anytime,  anyplace. 

©  Copyright  1990  Sony  Corpofation  of  America  All  rrghls  reserved  Sony  and  Video  Walkman  are  Irademarks  of  Sony 
©TheWalt  Disney  Company 


:j^ 


^^ 


^* 


^< 


Since  Dreyfus 
Worldwide  began,  it  has 
offered  one  of  the  highest 
yields  of  any  money 
market  fund* 

The  Special  Offer  and  monthly 

compounding  provide  you  with  this 

especially  high  yield. 


Dreyfus  Special  Offer 

For  a  period  of  time,  the  usual  management  fee 
is  being  waived.  Call  for  details! 


For  more  complete  information,  including  management  fee,  charges  and  expenses, 
obtain  a  Prospectus  by  calling  toll-free.  Read  it  carefully  before  you  invest  or  send  money. 


1-800-782-6620 

Ask  for  Extension  4099 

TCyfuS  Worldwide  Dollar 

P.O.  Box  3498,  Camden,  Nj  08101     Moncy  Market  Fund,  Inc. 

'Source:  IBC/Donoghue's  Money  Fund  Report  for  the  period  2/23/89  through,ll/30/90.  Yield 

fluctuates.  Past  performance  is  no  guarantee  of  future  resuhs.  047 012 
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The  Magnificent  Colt 

Exhibition  Pistols, 

model  1851  Navy  Revolvers 

Auction  of  Important  American 

Furniture  and  Decorative  Arts 

to  be  held  Saturday, 

January  26,  1991  at  10  a.m. 

and  2  p.m.  in  our  galleries 

at  502  Park  Avenue,  New  \brk, 

NY  10022.  Viewing  is 

January  19  through  January  25. 

For  further  information 

contact  Dean  Failey  at 

212/546-1181.  For  catalogues 

telephone  718/784-1480. 

Shown  above:  One  of  two, 

Serial  nos.  20133  and  23477. 

Gold  inlaid  and  engraved  by  master 

engraver  Gustave  Young,  1853. 

Estimate:  S40(),(XX)-6(»,(XK),  for  both. 

CHRISTIE'S 


1-800-356-3704 


Call 
FORBES  SUBSCRIBER  SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription. 

(  Allow  4-6  weeks  for  Address  Change. 

Please  quote  subscriber  number  on  address 

label  of  magazine.) 

or... 

mail  this  coupon 
with  current  address  label 
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NEW  SUBSCRIPTION 

F3820 

1  Year  (27  issues)  -  S52 

3  Years  (81  issues)  -  $104 

In  Canada.  S79  Can.  a  year.  Subscriptions 
overseas.  ,idd  $57  to  U.S.  annual  rate. 
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Readers  Say 
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Blackballed 

Sir;  Michael  Novak  claims  that  it  is 
incredible  to  Americans  that  univer- 
sity graduates  in  Britain  thmk  like 
socialists  (Dec.  24.  1990)  American 
universities  are  not  much  different 
than  British  to  the  extent  that  the 
humanities  and  social  sciences  are 
breeding  grounds  of  socialism.  I  am 
sometimes  amazed  at  the  ideological 
"purity"  found  on  so  many  campuses, 
whereby  anyone  who  is  not  a  knee- 
jerk  leftist  is  viewed  with  great  suspi- 
cion by  the  other  faculty. 

There  is  clearly  an  implicit  (and 
sometimes  explicit)  ideological  black- 
balling taking  place  on  American 
campuses. 

— ThoDias  I  PiLorenzo 
Scott  /..  Prohcisco  Jr. 

Chair  of  Free  F.>iterprise 
University'  of  Tennessee  at 

Chattanooga 
Chattanooga,  Te)i)i 


Interminable  terms 

Sir:  Re  your  Fact  and  Comment  on 
term  limitations  (Nov.  12,  1990).  You 
did  not  mention  that  our  current  sys- 
tem of  reelection  of  incumbents 
works  against  their  ability  to  perform 
as  intelligent  legislators.  They  now 
work  hardest  to  please  their  constitu- 
ents and  insure  their  reelection  rather 
than  doing  what  is  best  for  the 
country. 

—Robert  S.  Wheeler 
Engleivood,  h'la. 

Sir:  The  movement  to  impose  term 
limitations  will  be  useless  until  the 
"seniority  system"  of  assigning  com- 
mittee leadership  and  other  powerful 
political  positions  is  abokshed  at  all 
levels  of  government. 
— Milton  E.  Ballard 
Tucso)!,  Ariz. 


Par  for  the  course 

Sir:  Re  your  article  on  the  overabun- 
dance of  golf  courses  (Dec  24.  1990). 
You've  had  your  head  in  the  sand  trap. 
Try  getting  on  a  course  in  the  Los 
Angeles  area  on  a  Saturday  or  Sunday.' 
Public  courses  have  a  seven-day  ad- 
vance   reservation    policy.    1    guess 
that's  just  par  for  the  course. 
— Lauren  Ileins 
Westlake  Village,  Calif 


Teed  off 
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Sir:  The  problems  with  golf  courses 

are  not  necessarily  the  courses,  but 

rather  the  real  estate  developments 

surrounding  them.  The  demand  for 

stand-alone  courses  is  real.  Just  try  to 

get  a  tee  time  at  a  Chicago  area  muni 

on  a  Saturday  in  July. 

— Charles  H.  von  Brecht 

Publisher 

Golf  Course  News 

.S7  Petersburg,  T'la 


Green  light 

Sir:  Re  your  Fact  and  Comment  in 
which  you  suggested  that  Federal  Re- 
serve Chairman  Greenspan,  Treasury 
Secretary  Brady  and  I  "should  declare 
that  banks  are  free  to  make  loans  to 
creditworthy  customers,  even  those 
involved  with  real  estate"  (Nov.  26, 
1990).  1  have  spent  considerable  time 
saying  just  that.  At  every  opportunity 
I  have  encouraged  banks  to  make  pru- 
dent loans  with  sound  underwriting 
standards,    including   loans   that   in- 
volve real  estate. 
— Robert  L  Clarke 
Comptroller  of  the  Ciitrenc)' 
Administrator  of  National  Banks 
Washington,  D.C. 

Sadly,  that's  not  the  message  that  hanks 
say  the)''ve  been  getting  from  Washing- 
ton— MSF  Jr. 


Peace  prize? 

Sir:  Re  your  Fact  and  Comment  (Nov. 
12,  1990)  Your  appraisal  of  Ronald 
Reagan  as  deserving  of  the  Nobel 
Peace  Prize  deserves  a  prize  of  another 
kind.  Is  your  suggestion  based  on  his 
invasion  of  Grenada,  his  sending  our 
marines  into  Lebanon,  or  his  mortgag- 
ing our  future  and  placing  us  at  the 
mercy  of  foreign  investments? 
— Martin  Miller 
Washingto)!  Crossing,  Pa 
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Wynn  didnt  win 

Sir:  You  say  Steve  Wynn  made  $5 
million  on  the  Douglas/Holyfield 
fight  (Follow-Through,  Nov.  12,  1990). 
Mr.  Wynn  paid  a  total  of  $40  million 
for  the  fiasco.  He  received  $35  million 
on  the  live  gate,  broadcast  rights  and 
other  sales.  He  then  doubled  his  gam- 
bling revenues  for  the  weekend  to  $10 
million,  which  should  net  him  only 
an  extra  $5  million.  That  would  total 
$40  million — his  cost. 
— Frederic  Sherman 
Reading,  Pa. 


We  tripped 

Sir:  Re  your  article  on  Perry  Drug 
Stores  ("The  man  who  spoke  too 
soon,"  Dec.  10,  1990).  Why  was  there 
no  mention  of  the  profitable  history  of 
the  company?  Yes,  we  tripped,  as  the 
chairman  said,  in  the  fourth  quarter. 
But  one  quarter  does  not  a  record 
make.  We  have  a  fine  history  and  a 
good  future. 
— TTje  corporate  officers  of 

Perry  Drug  Stores 
Pontiac,  Mich. 


One  bad  apple 

Sir:  Re  "Tax  dodges  begin  at  home" 
(Nov.  26,  1990).  Apparently  some  per- 
sons are  indeed  using  charitable  re- 
mainder trusts  primarily  as  a  tax  loop- 
hole rather  than  as  a  way  to  help  be- 
nevolent agencies.  The  whole  area  of 
"finder  fees"  is  also  a  troubling  one. 
Many  of  us  are  very  much  against 
them  and  feel  that  they  will  hurt  the 
image  of  all  charities.  I  hope  you  can 
find  a  way  to  reaffirm  the  position  of 
respectable  charities  on  these  mat- 
ters. The  actions  of  some  can  easily 
give  a  bad  name  to  all  charities  and 
make  our  task  much  more  difficult. 
— Gustav  K.  Van  Tassel 
Executive  Director 
South  Dakota  United  Methodist 

Foundation 
Mitchell,  S.D. 

Sir:  You  left  the  impression  that 
many  who  work  with  charitable  re- 
mainder trusts  do  it  for  their  own 
personal  advantage  with  little  or  no 
benefit  to  charitable  organizations. 
The  few  people  who  "sell"  trusts  as 
tax  shelters  are  in  no  way  representa- 
tive of  our  profession. 
— D.R.  McGinnis 
President 

University  of  Central  Florida 
Orlando,  Fla. 


FORBES,  JANUARY  21,  1991 


Pearlcorder "  S811  Microcassette"' 

Recorder  with  the  enhanced  ease 

single-slide  switch  operation. 

Iters.  Memos.  Conference  reports. 

atever  your  dictating  needs,  the 
lympus  Pearlcorder  S811  fulfills  them 
simply,  efficiently. 

Operated  by  a  single-slide  switch, 
the  881 1  moves  from  record  to  playback 
as  nimbly  as  your  mind.  No  fumbling  for 
buttons.  No  breaking  your  train  of  thought. 

With  professional  features  such  as 
electronic  indexing,  when  integrated  with 
the  Pearlcorder  TlOO 
Transcriber,  the  SB  1 1 
brings  greater  speed 
and  productivity  to 
your  business. 

Pearlcorder  recorders  and  transcribers. 
When  it  comes  to  designing  state-of-the- 
art  dictating  equipment,  Olympus  has  it 
down  to  the  letter 

For  information  on  the  SB  1 1 ,  or  any  of 
our  Microcassette  "Thought  Processors," 
call  toll-free  1-800-221-3000,  Ext.  51. 


Olympus  Corporation 
Woodbury,  NY  11797-9970 

OLYMPUS 

Pearlcorder 

MICROCASSETTE 
RECORDERS  AND 
TRANSCRIBERS 


Two  world  records  for  size. 


The  world's  largest  flower 
and  the  world's  largest 
glass  tube.  Both  measure 
over  3  feet  in  diameter 


There's  no  other  flower  in  the  world 
that  measures  up  to  the  Rafflesia 
arnoldii  when  it  comes  to  sheer 
size. 

This  parasitic  plant  lives  on 

the  roots  of  a  wild  vine  in  the  jungle 
of  Sumatra.  Its  red-speckled  blos- 
som beats  all  records:  it  measures 
over  3  feet  in  diameter  and  tips  the 
scales  at  over  15  lbs. 
Schott  special  glass  prod- 
ucts also  hold  some  world  records. 
For  example,  the  largest  glass  tube 
ever  made. 

This  particular  giant  has  a 

39-inch  diameter  And  it's  just  one 
of   Schott's   2,500   standard    ele- 


ments for  constructing  chemical 
plants.  I^ade  of  borosilicate  glass, 
it  resists  corrosion  and  can  with- 
stand thermal  shock  -  two  proper- 
ties that  make  it  ideal  for  use  in  the 
chemical  and  pharmaceutical  in- 
dustries. 

The  world's  largest  glass 

tube,  available  from  Schott  Pro- 
cess Systems  Inc.,  is  [ust  one 
example  of  how  Schott's  innovative 
development  responds  to  specific 
needs.  In  today's  world,  special 
glass  helps  keep  technology  ad- 
vancing. 
Schott   worldwide:    50,000 


represented  in  more  than  100  coun- 
tries, with  over  $1  billion  in  sales. 

Schott  in  North  America: 

11  companies  employing  more  than 
1,800  people. 

Would   you   like   to   know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F  31,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


tl  SCHOTT 

products,  50  production  facilities.       Nobody  knows  more  about  glass. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


PRESIDE  ENT  OR  PRESIDENT? 

Despite  a  cacophonous  Congress  and  a  McClellanesque  military,  George 
Bush  is  still  commander  in  chief — and  will  act  it  when  the  moment  of 
truth  comes,  which  will  be  soon,  for  moving  militarily  against  Iraq. 

NEVER  HAS  THE  CASE  BEEN  MORE  COMPELLING 


for  an  immediate,  effective  missile  defense  system. 

When  Ronald  Reagan  proposed  the  idea  seven  years  ago, 
it  was  widely  ridiculed  as  being  too  expensive,  unworkable 
and  urmeeded. 

No  defense  is  perfect  or  forever  impregnable.  Nonethe- 
less, less-than-perfect  protection  is 
better  than  none.  Enough  progress 
has  been  made  to  know  we  can 
feasibly  put  up  some  sort  of  shield 
against  incoming  missiles.  World 
events  underscore  the  need  for  one. 

Who's  going  to  have  a  finger  on 
the  trigger  of  the  Soviet  Union's 
vast  nuclear  arsenal  at  a  time  of 
growing  civil  unrest?   The   same 


I>.lvicj  Turnlo  U 
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question  is  equally  valid  in  China,  as  Beijing's  geriatrics 
expire  and  various  Chinese  groups  challenge  their  rigid 
Red  regime. 

Before  decade's  end,  other  countries  will  have  the  tech- 
nology to  lob  missiles  onto  the  U.S.  Saddam  Hussein  has 
an  arsenal  that  can  travel  several 
hundred  miles  and  is  working  hard 
to  build  rockets  that  can  reach  us. 
Under  these  circumstances,  why 
is  Congress  slashing  funding  for 
SDI?  Why  isn't  the  Administration 
giving  higher  priority  to  this  pro- 
gram? What  kind  of  leadership  is  it 
that  isn't  doing  more  to  protect  us 
against  such  an  enormous  danger? 


Tiananmen  Square:  More  upheavals  cominjj 


THE  MOST  OVERPRICED  ASSET  IN  THE  WORLD 


Tokyo  real  estate. 

Its  fall  will  be  slower,  less  dramatic  than  that  of  Japan's 
stock  market,  but  not  even  the  vaunted  Finance  Ministry 
can  keep  this  balloon  from  losing  air. 

HERE  WE 

Europe's  long-suppressed  nationalities  are  exploding. 
We've  forgotten,  in  the  last  40  years,  how  many  different 
peoples  there  are  on  this  continent  and  how  much  antipa- 
thy they  hold  for  one  another. 

Yugoslavia  is  breaking  apart  as  Serbs  battle  Croats, 
Slovenes,  Albanians  and  others.  Slovakian  nationalism 
may  rupture  Czechoslovakia.  Hungarians  and  Romanians 
are  ready  to  kill  one  another  over  which  country  rules 
Transylvania.  Nationalistic  fissures  in  the  Soviet  Union 
are  daily  news. 

The  Versailles  Treaty  that  ended  World  War  I  tried  to 


That  is  why  the  Japanese  government  will  end  up 
cheapening  the  yen  to  cushion  the  pain,  which  means,  of 
course,  the  dollar  will  be  going  up  more  against  this 
once-mighty  currency. 

GO  AGAIN 

settle  boundaries  for  these  scores  of  nationalities  once 
and  for  all  and  failed.  Will  eastern  and  southern  Europe 
Balkanize  with  ever  increasingly  lethal  rounds  of  com- 
munal fighting?  Is  it  Northern  Ireland  and  Lebanon  writ 
large?  Is  there  any  glue  that  can  hold  these  polyglot 
people  together? 

Certain  separations  would  be  beneficial.  The  Baltic 
states  should  be  independent.  So,  probably,  should  the 
Soviet  Union's  central  Asian  republics,  which  have 
nothing  in  common  culturally  or  linguistically  with  Mos- 
cow. Other  areas  should,  at  the  least,  have  meaningful 
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autonomy,  such  as  Croatia  within  Yugoslavia  and  the 
Ukraine  vis-a-vis  the  Kremhn. 

Unless  Moscovs^  reverts  to  its  traditional  aggressive 
self,  there  is  no  reason  that  these 
local    conflicts    should    trigger    a 
world  war. 

Economically?  Political  separa- 
tion or  divorce  may  actually  fos- 
ter closer  economic  relations.  The 
best  example  is  Finland,  an  inde- 
pendent   nation    that    broke    off 

from  Russia  in   1917.  It  has  creat-  Versailles  Treaty:  .XO 

ed  wealth  many  times  greater  than  it  would  have  if  it 
had  remained  part  of  the  Empire.  Russia  gained  mightily 


from  trading  with  its  vibrant  neighbor. 

Cannot  Slovenia  trade  with  Serbia  and  with  the  Euro- 
pean Community,   even  if  it   is  not  officially  part  of 
Yugoslavia? 

No  nation  believes  it  can  prosper 
alone.  At  the  very  least,  it  must  be 
part  of  a  larger  trading  bloc.  Grow- 
ing trade  won't  stop  local  political 
tensions,  but  it  will  prevent  them, 
as  it  did  not  do  in  1914,  from  drag- 
ging the  rest  of  us  into  a  cata- 
soliiiiuiis  to  nciiionaltsm        strophic  conflict.  As  some  Europe- 
ans joke  uneasily,  the  deutsche  mark  may  prove  mightier 
than  the  Wchrmacht  in  extending  German  influence. 


EXCITING  EXPERIMENTS  IN  LABORATORY  OF  LOCAL  GOVERNMENT 


The  increasing  pressures  on  state  and  local  government 
budgets  have  more  than  a  silver  lining.  With  higher  taxes 
politically  impossible,  local  politicos  are  going  to  be  forced 
to  experiment  with  innovations  that  they  would  have 
considered  politically  impossible.  Just  as  inflation  brought 
deregulation  to  American  transportation,  so,  too,  budget 
pressures  will  radically  change  what  government  does  in 
this  country. 

There's  no  way  government  can  deliver  all  the  services 
it's  supposed  to  do  efficiently  and  effectively. 

•  Services.  More  services  such  as  garbage  collection  and 
incarceration  of  prisoners  will  be  left  to  the  private  sector. 

•  Transportation.  For  the  first  time  in  150  years,  we  will 
see  private  investors  fund  and  own  new  highways.  This 
will  lead  to  innovations  in  construction  and  in  toll  collect- 
ing— instead  of  toll  booths,  there  will  be  gizmos  to  detect 
computer  chips  in  your  car  and  you'll  receive  a  monthly 
bill.  Toll  prices  will  vary  according  to  traffic  patterns. 
Travel  in  the  dead  of  night  and  the  cost  will  be  minimal. 
The  same  phenomenon  will  happen  with  construction  of 
airports.  Governments  will  set  basic  standards. 


•  Health.  Nationalization  is  no  answer,  as  patients  in 
other  countries  are  beginning  to  discover.  A  growing  num- 
ber of  Canadians,  for  example,  are  coming  to  the  U.S.  for 
lifesaving  treatments.  The  alternative  to  socialized  medi- 
cine: unleashing  consumer  power  to  control  costs  and 
encourage  new  technologies.  How?  By  giving  individuals, 
not  companies,  tax  breaks  for  buying  health  insurance  (see 
I'act  iuul  Comment,  jwie  11,  1990). 

•  Education.  Despite  fierce  opposition  from  the  educa- 
tion establishment,  vouchers  are  coming.  Parents  will 
choose  schools  for  their  children  and  use  vouchers  to 
channel  tax  dollars  to  that  particular  institution.  As  this 
happens,  we  will  bring  our  primary  and  secondary  schools  up 
to  the  standards  of  this  country's  colleges  and  universities. 

•  Social  Services.  Public  housing  tenants  will  be  given 
more  power  in  how  these  facilities  are  managed.  They  will 
also  have  the  opportunity  to  buy  the  apartments.  Such 
responsibility  will  breed  more  responsibility,  helping  to 
break  the  welfare  cycle.  Public  housing  vouchers  will 
perform  the  same  role  as  school  vouchers. 

We  are  in  for  some  exciting  times. 


ONE  OF  THE  MOST  IMAGINATIVE  CORPORATE  EFFORTS 


is  Rolex's  Spirit  of  Enterprise  Awards.  Every  three  years, 
Rolex  gives  out  prizes  and  honorable  mentions  to  the  best 
projects  submitted  that  advance  knowledge  or  provide 
solutions  to  the  ever-numerous  problems  that  beset  us. 

What's  remarkable  is  the  ex- 
traordinary diversity  of  the  267 
best  submissions.  Among  them: 
establishing  laser  defraction  im- 
aging; dexterous  hand-master 
technology  for  hand  rehabilita- 
tion; cave  explorations  in  the 
world's  highest  limestone  moun- 
tains in  Indonesia;  a  new  tech- 
nique of  color  cartography;  sys- 


tematic studies  on  the  corrosion  casts  of  the  ocular  vessels 
and  retinal  vascular  diseases;  recreating  Marco  Polo's  sea 
voyage;  setting  up  a  wildlife  veterinarian  teaching  hospital; 
creating  an  atlas  on  the  breeding  birds  of  Arabia. 

The  book  Spirit  of  Enterprise* 
vividly  recounts  the  projects  in 
absorbing  text  and  pictures. 
They  demonstrate  that  while  re- 
sources may  be  limited,  human 
ingenuity  is  virtually  unlimited. 
The  boundaries  of  human  cre- 
ativity have  yet  to  be  reached. 


■/fef  Cocachin,  a  replica  of  a  IJlb-WN/iiry  Junk, 
will  retrace  Marco  Polo's  maritime  silk  route 


*For  a  copy,  send  $35  to  G.J.  Blum  Asso- 
ciates, 6729  West  26th  St.,  P.O.  Box  567, 
Berwyn,  111.  60402-0567, 
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DueTo  Recent  Improvements,  We  AskThatYouExcuse  Our  Dust. 


Jeep  Cherokee  Limited 

New  190  Horsepower  4.0  Litre  Engine. 
Shift-on-the-Fly  Full-Time  Four-Wheel  Drive. 
Arid  Available  Four-Wheel  Anti-Lock  Brake  System. 


There's  Only  One  Jeep.:. 
Advantage:  Chrysler^ 


Protects  engine  and  powertrain  for  7  years  or  70,000  miles  and  against  outerbody  rust-through  for  7  years  or  100,000 
miles.  See  limited  warranty  at  dealer.  Deductibles  and  restrictions  apply.  For  more  information,  or  how  to  buy  or  lease 
one,  call  1-800-JEEP-EAGLE.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation.  Buckle  up  for  safety. 


Structural  Integrity. 


At  Bank  of  America,  we  recognize 
that  the  whole  is  only  as  strong  as  the 
linkage  among  the  parts.  Which  is  why 
we  believe  so  strongly  in  relationship 


banking:  people  who  understand  your 
business  delivering  the  services  you 
need  in  an  integrated  manner  Resulting 
in  greater  financial  strength. 


The  Golden  Gate  Bridge, 
photographed  by  Michael  Kenna. 


m 

Bank  of  America 


Other  Comments 


Facing  Back 

Some  liberal  legislators  said  [For- 
eign Minister  Shevardnadze's  resigna- 
tion speech]  may  prod  Mr.  Gorbachev 
to  look  more  warily  at  the  conserva- 
tive forces  w^ith  which  he  has  lately 
seemed  to  be  making  common  cause. 
"I  think  Gorbachev  should  take  She- 
vardnadze's step  as  a  very  serious  sig- 
nal that  he  is  too  far  from  the  main- 
stream of  the  real  reform  process," 
said  Servei  B.  Stankevich,  the  deputy 
mayor  of  Moscow.  "He  is  going  too  far 
to  the  right." 

Ales  Adamovich,  writer  and  mem- 
ber of  the  Congress,  added:  "To  lose 
people  like  Shevardnadze  is  to  lose 
one's  own  face,  one's  own  power  and 
one's  own  authority.  If  things  contin- 
ue like  this,  we  will  soon  look  at  the 
President  and  see  only  the  backs,  the 
uniforms  and  the  epaulets  of  the  gen- 
erals and  colonels." 

—Bill  Keller,  New  York  Times 

Trade  Is  Aid 

I  can  offer  no  panacea  for  the  prob- 
lems of  developing  countries,  but  cer- 
tainly trade  is  the  best  form  of  aid.  If 
the  world's  poorer  countries  are  to 
grow  they  must  build  their  economies 
by  trading.  Free  trade  brings  in  needed 
capital  equipment  and  also  disci- 
plines the  inefficient  producer.  For- 
eign aid  and  capital  can  be  of  valuable 
help  for  major  infrastructure  and 
farming  investments,  but  the  dyna- 
mism of  an  economy  will  depend  on 
the  dynamism  of  its  producers  and  the 


economic  policies  of  its  government. 

— Sir  John  Whitehead,  British 

ambassador  to  Japan,  in  a  speech 

at  the  International  Economic 

Symposium  in  Tokyo 

Picture  of  Soviet  Economy 


A  r.inncnh.liiinS\Kni.i 

Soviet  soldiers,  who  are  having 
serious  financial  problems,  [were 
seen]  sifting  through  a  trash  pile 
[outside  of  Berlin]. 

— International  Herald  Tribune 


How  To  Avoid  Anarchy 

If  Gorbachev  would  announce  a 
bond  issue  of  $  1 5  billion,  denominated 
in  gold  rubles  at,  say,  1,000  rubles  per 
ounce  of  gold,  where  the  ruble  is  now 
black  marketed  at  closer  to  3,000  per 
ounce,  he  would  pleasantly  shock  the 
citizens  of  the  U.S.S.R.,  as  pleasantly 
as  Helmut  Kohl  shocked  the  East  Ger- 
mans this  spring  when  he  offered  to 
give  them  Deutsche  marks  for  their 
near  worthless  Ostmarks.  If  fear  of 
inflation  causes  hoarding,  the  fact  of 


"You'll  see — we'll  bare  you  up  and  litigating  in  no  time! 


deflation  causes  dishoarding!  For 
starters,  people  will  want  to  sell  gold 
to  get  rubles  to  buy  gold  bonds,  thus 
driving  down  the  black  market  price  of 
gold  from  3,000  toward  1,000.  They'll 
also  sell  hoarded  food  to  get  rubles  to 
buy  gold  bonds,  and  once  credibility 
sinks  in,  they  will  unload  hoards  to  get 
rubles  to  buy  private  issues  of  debt  and 
equity.  [There  are  no]  other  ideas  on 
how  to  avert  anarchy  or  oppression  in 
the  U.S.S.R.  circulating  at  high  levels 
in  Moscow  and  Washington. 
— Jude  Wanniski,  Polyconomics,  Inc. 

Missing  Clients 

"A  sad  fact  of  our  business,"  said 
Christopher  Burge,  president  of  Chris- 
tie's, "is  that  40%  of  our  business 
comes  from  clients  who  are  no  longer 
with  us." 

— Manhattan,  Inc. 


If  you  see  a  snake,  just 
icill  it — don't  appoint 
a  committee  on  snakes, 

— H.  Ross  Perot,  in  Friendly  Advice. 
edited  by  Jon  Winokur 


Life's  Little  Pleasures 

"Never  lend  books,  for  no  one  ever 
returns  them,"  said  Anatole  France. 
"The  only  books  I  have  in  my  library 
are  books  that  other  folk  have  lent 
me."  Book  theft  is  an  integral  part  of 
the  life  styles  of  the  rich  and  famous. 
In  California  last  year,  Gustav  Has- 
ford,  a  novelist  and  Academy  Award- 
nominated  screenwriter,  was  convict- 
ed for  the  theft  of  almost  800  library 
books.  The  Waldorf-Astoria,  whose 
$3,500  rate  for  a  night  in  the  Presiden- 
tial suite  would  cover  some  people's 
annual  mortgage  payments,  buys 
about  200  used  books  a  year.  The  ho- 
tel puts  these  on  shelves  in  the  rooms 
and  along  the  hallways  so  wealthy 
guests  can  steal  them. 

— John  Maxwell  Hamilton, 
New  York  Times  Book  Review 


Careless,  but  Faithful 

Washington  (UPI) — The  egg-lay- 
ing queen  ant  at  the  National  Zoo  was 
accidentally  decapitated  by  worker 
ants  but  her  loyal  subjects  are  still 
tending  to  her  as  if  she  were  alive.  In  a 
widening  royal  mystery,  the  queen's 
head  is  missing.  "I  don't  know  where 
it  is  but  I'm  sure  the  ants  are  taking 
good  care  of  it,"  said  Ed  Smith,  who 
cares  for  the  insects. 

— in  the  New  York  Post 
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7]  fuming  smokestack  is  the  perfect  symbol  of  our  national  dilemma. 
On  one  hand,  it  means  the  jobs  and  products  we  need.  On  the 
other,  it  means  pollution.  ^M^  Some  think  having  one  without 
the  other  will  take  a  miracle.  We  think  it  will  take  natural 
gas.  ^M^  Because  gas,  the  cleanest  of  all  fossil  fuels,  can 
reduce  emissions  across  the  board.  You  name  it— 
CO,  CO2,  NOx,  SO2,  particulates  — and  natural  gas 
combustion  produces  none  or  substantially 
less.  ^M^  But  gas  is  more  than  clean.  It's 
extremely  efficient  as  well.  So  even 
fewer  pollutants  are  created  since 
less  fuel  is  expended  to  do  a 
job.  ^ft^  Which  also  reduces 
costs.  7\nd  that's  another 
argument  favoring  gas.  It 
makes  the  fight  against 
pollution  more  affordable. 
^M^  7\nd,    since    nature 
blessed  North  7]merica  with 
vast  stores  of  gas,  it's  a  fight 
we  can  definitely  win.  With 
energy  security  and  a 
better  trade  balance  as  a 
bonus,  tm^  Natural  gas. 
It's  not  the  only  answer, 
just  the  best  one  we  have 
right  now. 


1991  American  Gas  Association 
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SUN 

PROUDIY 

ANNOUNCES 

THE 

uiumate 

STRIVING 
MACHINE 


SPARCstation'"2.  Ifyou 
think  limits  were  made  to  be 
exceeded,  this  is  your  kind  of 
machine. 

After  all,  it  exceeds  aU  our 
own  limits.  Last  year,  SPARC- 
station  1  broke  every  record  for 
price  and  performance.  And 
became  the  best-selling  work- 
station in  history  By  far.  But  we 
went  right  back  to  the  drawing 
board.  And  created  the  entire 
SPARCstation21ine. 

POWER  YOU  CAN  ACTUALLY  USE. 

To  begin  with,  you  get  twice 


the  performance.  For  about  the 
sameprice.  28.5  MIPS.  21 
SPECmarks.  And4.2MFLOPS. 
You  can  even  have  up  to  96  MB 
of  RAM.  And  as  much  as 
7.6GB  of  mass  storage. 

But  more  than  just  a  hot 
engine,  you  get  everything 
else  you  need  to  do  your  job. 
Unbelievably  real  graphics. 
Easy  networking.  A  huge 
selection  of  software.  And 
complete  expandability 

Put  all  that  together,  and 
you  get  the  kind  of  power  you 
can  actually  use. 


THE  WHOLE  LINE  IS  AWESOME. 
THE  PRICES  ARENT 

Just  look  at  SPARCstation 
2GX.  It  gives  you  ultra-high 
speed  at  no  extra  cost.  And 
brings  a  whole  new  level  of 
performance  to  X-window 
applications.  So  it's  ideal  for 
electronic  publishing.  Financial 
analysis.  And  for  anyone  who 
has  to  work  with  2-D  and  3-D 
wireframe  applications. 

And  that's  just  the  most 
basic  color  model.  We've  also 
built  SPARCstation  2GS.  It  lets 


©1990  Sun  Microsystems,  Inc.  Sun  Miaosystems  and  the  Sun  logo  are  registered  trademarks,  and  Sun,  SunOS,  OpenWmdows,  DeskSel  and  Computers  that  network  people  are  trademarks  of  Sun  Microsystems,  Inc.  SPARCstation  and  SPARCware 
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SP^RCstatibn 


you  create  3-D  solid  images 
in  24 -bit  true  color.  It's  the 
kind  of  machine  you  hate  to 
share.  And  from  now  on,  you 
won't  have  to. 

At  the  high  end,  there's 
SPARCstation  2GT.  It  does  all 
the  above,  but  it's  been  tuned 
especially  for  PHIGS,  which 
is  the  highest  standard  for  3-D 
graphics  on  the  planet.  So  it 
runs  five  times  faster  than  the 
GS.  With  all  this,  it  gives  you 
a  level  of  image  quality  you'^ve 
never  seen  at  anywhere  close 
to  its  price. 


THE  WHOLE  THING  MAKES 
PERFECT  STRATEGIC  SENSE. 

At  Sun,  we  make  a  fuU  Line 
of  SPARC-based  systems.  From 
the  lowest-cost  RISC/UNIX* 
workstation  in  the  world  to 
servers  that  support  hundreds 
of  users.  They're  aU  binary 
compatible.  And  they're  built  to 
run  the  most  widely  accepted 
standards  for  workstations. 

On  the  subject  of  software, 
there  are  more  than  2100 
SPARC  ware "  applications.  In- 
cluding all  the  most  popular 


solids  modeling  programs. 
And  the  most  popular  PC  soft- 
ware. And  with  our  OPEN 
LOOK®  interface,  you'll  spend 
less  time  learning  the  system. 
And  more  time  on  your  real  job. 
If  you'd  Uke  to  know  more, 
callusat  1-800-821-4643.  (From 
California,  1-800-821-4642.) 

And  we'll  give  you  a  better 
machine  to  strive  with. 

#sun 

Xr        microsystems 
Computers  that  netzvork  people!" 


are  trademarks  of  SPARC  International,  Inc. ,  bcensed  exclusively  to  Sun  Microsystems,  Inc.  SPARC  products  are  based  on  an  architecture  developed  by  Sun  Miaosystems,  Inc.  OPEN  LOOK  and  UNIX  are  registeted  trademarks  of  UNK  System  Laboratories,  Inc. 


LEASING  A  VOLVO  ALSO  HELPS 
ABSORB  AN  ECONOMIC  CRUNCH. 


Thanks  to  factory- 
assisted  rates,  you  can 
now  lease  any  1991 
Volvo  and  make  re- 
markably low  monthly 
payments  for  three 
years  or  less* 

What  s  even  more 
remarkable,  is  what's 
included  in  this  low 
monthly  payment 
Three  years  of  On  Call  7 
Volvos  24-hour  road- 
side assistance  service. 
And  a  bumper-to- 
bumper  warranty  that's 
good  for  three  years 
or  50,000  miles.** 

See  your  dealer  today 
With  all  he  has  to  offer, 
the  economics  of  leasing 
a  Volvo  could  hardly  be 
more  economical. 

A  car  you  can  believe  in. 


$33g/MONTH 


36 -MONTH  LEASE ^^ 


1990  VOI.VO  KINANCE  NORTH  AMERICA,  INC 


ANNOUNCING  FACTORY-ASSISTED  LEASE  RATES  ON  SHORT-TERM  LEASES. 

•Offeicd  hy  piirticip.ilini;  Volvci  dealers  lo  quulified  and  approved  tusuimers  Ihrough  March  H.  1991  Subject  to  availability-  All  vehicles  may  not  be  In  current  dealer  slock,  and  may  require  ordenng  through 
importer  and/or  manufactuicr  Customer  must  take  delivery  by  April  s,  l991,or  order  out  of  stock  models  by  hebruary  2K,  1991,  to  qualify  for  these  factor  yassisted  rates  Dealer  prices  may  vary.  Prices  based  on 
closed-end  lease  for  new  1991  models  for  example,  a  ?6-monlh  lease  of  a  244  DLA  sedan  would  require  36  payments  of  $269,  totalling  $9,684  16  monthly  payments  of  $119  for  the  744A  would  be  $12,204 
16  monthly  paymcntsof  $399  lor  the  944  (iLh  would  be  $14,164  Customer  responsible  for  $4M1  documentation  fee,  insurance,  taxes,  license  and  registration  fees  15  cents  per  mile  over  15,000  miles  per  year 
Lessee  responsible  for  maintenance  and  repair  not  covered  by  warranty  as  well  as  abnormal  wear  and  tear  Option  to  purchase  at  end  of  lease  at  pnce  equal  lo  fair  wholesale  market  value  based  on  NADA  USED 
CAR  CHllDE  .Sec  your  Volvo  dealer  for  complete  details.  Subject  to  availability  and  appioval  by  Volvo  Einance  North  Amenca,  Inc   "Whichever  comes  first  Limited  warranty,  see  dealer  for  terms  and 
conditions  'On  (^all*  is  offered  in  cooperation  with  AmiKo  Motor  Club  See  your  deaici  for  details  and  limitations. 


Commentary 

on  Events  at  Home  and  Abroad 

By  Caspar  W  Weinberger,  Publisher 


WHAT  SHEVARDNADZE  MEANT 


Diplomats'  statements  are  often  ambiguous.  When 
Talleyrand,  Napoleon's  wily  foreign  minister,  died,  one 
of  his  contemporaries  is  said  to  have  asked,  "What  do 
you  suppose  he  meant  by  that?"  But  occasionally  states- 
men mean  exactly  what  they  say. 

When  Shevardnadze  resigned,  he  said,  "A  dictatorship  is 
approaching.  .  .  .  The  reformers  have  gone  into  hiding."  He 
meant  that  Gorbachev  was  becoming  a  dictator  and  that 
he,  Shevardnadze,  wanted  no  part  of  it. 

Confirmation  came  swiftly:   Gorbachev's  KGB   chief 


threatens  old-style  crackdowns  on  "dissidents,"  i.e.,  those 
who  want  freedom;  Gorbachev  demands  dictatorial  pow- 
ers, not  to  secure  more  democracy  but  to  keep  the  old 
U.S.S.R.  empire  under  Moscow's  control;  Gorbachev  in- 
sists on  a  vice  president  who,  although  initially  rejected  by 
the  handpicked  Congress,  announces  proudly  that  he  is  a 
"convinced  Communist"  who  will  keep  law  and  order. 

What  Shevardnadze  meant  is  painfully  clear.  The  sooner 
we  accept  it  and  stop  our  efforts  to  shore  up  the  Soviet 
dictator,  against  the  will  of  the  Soviet  people,  the  better. 


JAPAN  REVISITED 


A  quick  trip  to  Japan  shortly  before  Christmas,  punctu- 
ated with  speeches,  numerous  question-and-answer  pro- 
grams and  meetings  with  leading  businessmen  and  others, 
left  me  with  a  number  of  impressions,  not  all  consistent. 

•  Overall,  Japan's  economy,  after  50  months  of  rapid 
expansion,  shows  a  few  signs  of  slowing  down,  even  as  it 
continues  to  exhibit  strength  and  to  advance,  albeit  at  a 
slower  pace.  The  annual  rate  of  GNP  growth  dropped  from 
5.5%  in  the  second  quarter  to  4.1%  in  the  third.  Prospects 
for  1991  are  in  the  4%  range,  say  most  economists.  It  is 
only  in  the'Pacific  "miracle  countries"  that  a  4.1%  growth 
is  considered  evidence  of  a  recession.  Consumer  spending 
is  strong,  as  is  investment  in  new  plant  and  equipment. 
Nevertheless,  there  are  some  contrary  signs. 

The  Tokyo  stock  market  dropped  40%  in  1990,  and  the 
value  of  property  has  actually  fallen  after  years  of  unparal- 
leled increases.  These  are  not  bad  things,  given  the  rate  of 
increases  of  both  in  the  past  four  years  or  so.  And,  while 
banks'  capital  positions  are  not  as  strong  as  in  some  past 
years,  they  are  still  at  about  7%. 

Finally,  Japan's  enormous  trade  balances  are  dropping  at 
last.  Paradoxically,  this  is  a  source  of  some  relief  to 
thoughtful  Japanese  who  worry  about  the  ammunition 
Japan's  huge  trade  balance  gives  the  Gephardts  and  other 
congressional  Japan-bashers. 

•  Japan  continues  to  worry  about  what  some  character- 
ize as  pressure  from  the  United  States  "to  send  Japanese 
troops"  to  join  the  140,000  or  so  troops  of  the  military 
coalition  which  bolster  U.S.  forces  formed  to  deny  Saddam 


Hussein  the  fruits  of  his  aggression  against  Kuwait. 

•  Many  of  these  same  critics  will,  in  virtually  the  same 
breath,  denounce  Japan  for  not  carrying  its  share  of  the 
burden  even  as  they  criticize  Japan's  expanding  its  defense 
budget.  It  is  hard  to  know  if  they  will  take  heart  from 
Prime  Minister  Kaifu's  decision  to  reduce  the  growth  of 
the  defense  budget  for  the  next  five  years,  and  possibly 
even  return  to  the  1%  limi't  of  the  GNP  on  defense  spend- 
ing. If  such  reductions  were  adopted,  it  would  reverse  the 
major  strengthening  of  Japan's  ability  to  defend  its  shores 
and  sea  lanes  that  we  successfully  urged  on  Japan  all 
through  the  1980s.  Incidentally,  the  new  five-year  plan 
calls  for  Japan  to  pay  more  of  the  costs  of  U.S.  troops  there. 

•  One  sees  a  number  of  signs  that  the  Japanese  are 
realizing  what  an  affluent  people  they  are.  Increased  con- 
sumer consumption  of  luxury  goods,  increased  tourism, 
and  Japan's  continuing  love  affair  with  virtually  all  things 
American  continues.  Saturday  is  increasingly  being  taken 
as  a  holiday.  As  a  result  Japan's  savings  rate,  while  still  far 
higher  than  the  U.S.',  has  fallen  this  past  year. 

All  of  this  leads  some  to  say  that  we  are  corrupting  Japan 
and  that  before  long  it  will  lose  its  astonishingly  strong 
economic  position  to  other  Pacific  nations.  I  would  not  bet 
on  this.  I  suspect  that  the  Japanese  who  take  Saturday  off 
will  simply  work  even  harder  the  rest  of  the  week. 

•  Nothing  that  I  saw  changed  my  conviction  that  the 
U.S. -Japanese  relationship  is  a  vital  one  for  both  countries, 
and  that  the  Pacific  Rim  nations  will  continue  to  be  of 
growing  importance  to  our  whole  global  economy. 
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WE'RE 
A 

BIG  PART 

OF  YOUR 

LIFE. 


Simply 
twist  the  body  of  the  VM-CIA 
to  open  the  lens  cover  and  turn 
on  the  power. 


Introducing  the  newest  member  of  the  Hitachi  family:  The  VM-ClA  VHS-C  movie  camera.  This  little  baby  once  again 
demonstrates  Hitachi's  technological  leadership  in  consumer  electronics.  It  features  a  convenient  twist  mechanism.  Full  auto 
performance.  Twin  beam  focus.  A  69mm-wide  body.  In  short,  you  can  create  outstanding      ^^^  ^^ 

films  the  whole  family  will  enjoy  for  years.  From  consumer  electronics  to  computers  and     ■|^»j|-  LJ  I^PyV^^H  I 
semiconductors,  Hitachi  is  a  big  part  of  your  life.  ^p^ 


Hitachi  Home  Electronics  (America),  Inc.  401  WesI  Artesia  Blvd..  Complon,  CA  90220  Phone:  (213)  537-8383 
Hitachi  Sales  Corp.  of  Hawaii,  Inc.  3219  Koapaka  Street.  Honolulu,  Hawaii  96819  Phone:  (808)  836-3621 


Whaf  s  Ahead  for  Business  mssam 


Edited  by  Howard  Banks 


The  trigger  will 

be  more  cuts 

in  the  Fed 

funds  rate 


During  recovery 

periods,  equities 

climb  23% 

on  average 


Cash  is  ready 

to  flood 
into  equities 


IS  THE  MARKET  SET  TO  BLOOM  THIS  SPRING? 

A  RECENT  ARTICLE  IN  A  WELL-KNOWN  FINANCIAL  NEWSPAPER  argUCd  that 

further  interest  rate  cuts  will  not  propel  the  stock  market  higher. 
William  Melton  begs  to  differ.  According  to  Melton,  vice  president  and 
chief  economist  of  Minneapolis'  ids  Financial  Services,  Inc.,  falling 
rates  herald  a  boom  in  the  stock  market  that  should  begin  to  blossom 
with  the  spring  flowers. 

What  will  trigger  this  boom?  Yet  more  cuts  in  interest  rates,  especially 
the  all-important  federal  funds  rate,  which  the  Federal  Reserve  cut  by  a 
quarter-point,  to  7%,  on  Dec.  18.  The  impetus  for  another  quarter- 
point  cut  will  most  likely  be  weak  employment  numbers  due  to  be 
released  on  Jan.  4,  with  unemployment  perhaps  going  over  6% .  "I  fully 
expect  another  cut  no  later  than  mid-January,"  says  Melton. 

Ed  Yardeni,  Prudential-Bache's  chief  economist,  thinks  that  poor  cor- 
porate earnings  reports  will  dampen  market  enthusiasm  through  Feb- 
ruary. But  then  he,  too,  expects  that  aggressive  interest  rate  cuts  by  the 
Fed  will  eventually  shift  Wall  Street's  focus  from  rotten  economic 
numbers  and  the  threat  of  a  Mideast  conflict  to  seeing  how  great  the 
market  opportunities  have  become. 

These  bullish  views  stem  from  two  basic  points.  One  is  that  the 
recession  will  be  short-lived  and  shallow.  The  other,  notes  Melton,  is 
that  in  the  four-month  period  at  the  end  of  each  recession  since  World 
War  II,  equities,  with  no  exceptions,  have  had  their  strongest  growth. 
"Prices  have  risen  an  average  of  23%  during  those  seven  recovery 
times,"  he  says. 

Why  do  Melton  and  Yardeni  expect  a  short-lived  downturn?  The  most 
pressing  argument  is  that  manufacturing  has  cut  output  early,  so  that 
there  is  no  inventory  buildup.  Inflation  is  also  not  a  threat  and  will 
recede  sharply  as  oil  prices  decline,  once  Iraq  is  tamed.  The  3.5%  drop 
in  nonaircraft  durable  goods  orders  in  November  also  fits  the  pattern  of 
preemptive  cuts  in  output  by  manufacturers. 

Moreover,  unlike  earlier  cases,  this  downturn  was  not  preceded  by  a 
short-term  upward  spike  in  interest  rates. 

There's  lots  of  money  ready  to  move  into  equities — well  over  $425 
billion  in  money  funds  of  various  sorts.  The  banks  were  paying  over 
9%  in  November  and  December  as  they  borrowed  to  shape  up  their 
year-end  balance  sheets.  (The  Federal  Reserve  made  extra  reserves 
available  at  the  end  of  December.)  Now  that  shorter  rates  are  well 
under  7%  and  falling,  that  money  will  rush  into  equities. 

Melton,  by  the  way,  is  an  economist  with  a  real- world  focus:  He 
manages  $4  billion  of  short-run  cash  (half  in  money  funds)  for  ids,  an 
American  Express  subsidiary.  So  note  his  forecast:  "Yields  on  money 
funds  will  tumble  100  to  150  basis  points  by  the  end  of  January  or  early 
February,  to  around  6V4%,  as  the  Fed  cuts  the  funds  rate.  This  is  the 
first  step  that  will  get  the  market's  vital  juices  going." 
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The  Forbes  Index 
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The  Forbes  Index  (1967  =  ioo) 

Current                 192.6  * 
Previous               195  0  t 
Percent  change       13% 
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The  preliminary  Forbes  Index  figure  for  November  shows 
a  1.3%  decline  from  October.  If  this  holds,  it  will  put  the 
Index  at  its  lowest  point  since  February  1988.  Contribut- 
ing factors:  Manufacturers'  new  orders  fell  10%,  new 
housing  starts  14%.  But  the  Consumer  Price  Index  rose 
only  0.2%.  The  summer's  spike  in  oil  prices  has,  so  far, 
had  only  a  minimal  impact  on  the  cost  of  other  goods  and 
services,  and  commodity  prices  in  general  are  weak  (seep. 
112).  The  Federal  Reserve  recently  acted  to  drive  interest 
rates  lower  in  hope  of  stimulating  the  economy. 


Ottier  Key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

10.0% 

Auto  sales  year  to  date  vs.  1989' 

Ward's  Automotive 

-2.6% 

Index  of  leading  indicators  November  vs.  October 

Oept  of  Commerce 

-1.2% 

Trade  balance  12  months  ended  October  1990 

Dept  of  Commerce 

$103  bil 

Producer  price  index  November  vs.  1 989^ 

Oept  of  Labor 

7.0% 

GNP  3rd  quarter  vs.  2nd — annualized  growth 

Dept  of  Commerce 

1.4%t 

NBER  Experimental  Recession  Probability  Index^ 

Natl  Bureau  ot  Economic  Research 

14.0% 

'U.S.-  based  manufacturers,  excludes  Imports,  as  of  12/10/9C 

.  ^Finished  goods.  ^November  1990 

t  Revised. 

Index  Components 


The  Forbes  Index  is  a  measure  of  US  economic  activity 
composed  of  8  equally  weighted  elements:  Total  industrial 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
U.S.  government  data   The  last  14  months'  data  for  each 
series  are  presented  below 


Industrial  production  index  (1987  =  100) 
seasonally  adjusted  (Federal  Reserve) 


New  unemployment  claims  average  for  month 
(thousands)  seasonally  adjusted  (Dept.  o(  Labor) 


Consumer  price  indexes  (1982-84  average  =  100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept.  of  Commerce) 


Retail  sales  ($billions) 

seasonally  adjusted  (Dept  of  Commerce) 


I  Inventories     D  New  orders 


Manufacturers'  new  orders  and  inventories 

(Sbillions)  seasonally  adjusted  (Dept.  of  Commerce) 
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Personal  income  (Sbillions)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept.  of  Commerce) 
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Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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Before  you  can  deliver 
great  client  service, 
you  need  a  great  client 
service  philosophy." 


Rod  Day,  J&H  SeniorVice  President  & 
Director,  on  insurance  and  risk 
management  senice: 

Our  philosophy  is  this:  a  client  of  any 
J&H  office  is  a  client  of  every  J&H  office. 

We  want  our  clients  to  be  able  to  tap 
specific  expertise  anywhere  in  the  J&H 
global  network  at  any  time  through  their 
servicing  office. 

Easy  enough  to  say,  but  how  do  you  get  a 
service  philosophy  like  this  to  actually 
work? 

We  do  it  by  managing  the  entire  J&H 
organization  as  if  it  were  a  single  profit 
center. 


So  our  offices  are  motivated  to  seek  and 
exchange  expertise  with  each  other 

Is  our  philosophy  delivering? 

You'll  have  to  ask  our  clients. 

But  we  can  tell  you  tliey  include  two- 
thirds  of  the  top  100  U.S.  multinationals,  an 
array  of  leading  foreign  multinationals,  and 
a  growing  list  of  mid-sized  businesses. 

Philosophically  speaking,  I'd  say  we're 
on  the  right  track. 

JOHNSON 
JSlOIGGINS 

Innovation  Driven  by  Experience. 


RISK  AND  INSURANCE  MANAGEMENTSERVICES;  EMPLOYEE  BENEFITCONSULTING  WORLDWIDE. 


BUPimm 


iNTRODUCINdl 

Americai^i 


The  elegant,  aerodynamic  shape 
of  the  new  Buick  Park  Avenue 
is  certain  to  make  a  beautiful  first 
impression. 

But  its  beauty  is  also  apparent 
in  Park  Avenue's  superb,  highly 
refined  engineering. 

The  1991  Buick 
Park  Avenue. 


To  quote  Motor  Trend:  "Buick 
engineers  have  come  up  with  one 
of  the  quietest,  tightest  and 
smoothest  operating  luxury  sedans 
we've  ever  driven." 

They've  developed  a  cabin  so 
comfortable  that  "just  sitting  in  the 
Park  Avenue's  roomy  interior 
is  pleasing." 
(Car  and  Driver) 

The  new  electron- 


ically controlled  transmission, 
AutoWeek  says,  "works  like  a 
dream."  And  the  new  3800  V6 


EPAestimaled     Vev' 
miles  per  gallon: 

18/27 

City  Hwy 


engine  has  tuned- 
port  injection  for 
greater  horsepower. 

As  you'd  expect,  all  of  the  Par 
Avenue's  accomplishments  ar 
underscored  by  Buick  qualityL] 

As  one  example  of  what  Buicl 
quality  means,  the  J.D.  Power  an( 
Associates  1990  Initial  Qualitjra 


the 


vey^"^  ranks  Buick  the  most 


uble-free  American  carline, 
the  second  year  in  a  row.  And 
ranks  Buick  automobiles 


fifth  highest  in  initial  quality 
among  all  cars  sold  in  America* 
We  invite  you  to  visit  your  Buick 
dealer  today  and  test-drive  Buick 
quality  in  the  all-new  1991  Park 
Avenue.  Its  styling  and  engineering 
make  it  the  Great  American  Beauty. 
■  For  more  information,  please 
call  1-800-3PARK-AVE. 


BlUCK. 

The  New  Symbol  For  Quality 
In  America. 


Forbes 
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Junk  bonds  now  trade  like  stocks  and  are  in  fact  the  real  equity 
in  many  companies  But  investors  must  he  careful:  Junk  bonds 
arent  supervised  in  the  same  way  as  stocks. 


Sellers  beware 


By  Hattbew  Schifrin 


SOME  OF  THE  SMARTEST  invCStOrS 
on  Wall  Street  are  buying  junk 
bonds.  Carl  Icahn,  Mike  Stein- 
hardt,  Sam  Zell  and  George  Soros  are 
all  in  the  game. 

They're  sure  not  in  it  to  clip  the 
frayed  coupons.  They  are  playing  for 
big  capital  gains  and  sometimes  con- 
trol of  the  companies  themselves.  But 
while  junk  bonds  are  now  much  like 
stocks,  trading  in  them  is  subject  to 
very  little  Securities  &  Exchange 
Commission  supervision.  Raiders  can 
take  big  positions  without  reporting 
the  fact  to  the  sec  and  can  liquidate 
the  positions  as  quietly.  De  facto  con- 
trol of  a  company  can  change  without 
the  public's  knowledge.  Meanwhile, 
trading  on  inside  information  is  ap- 
parently rampant. 

Defaulted  or  distressed  junk  is  now 
a  huge  market:  about  $60  billion  in 
bonds  and  maybe  another  $40  billion 
in  trade  claims  and  other  unsecured 
paper,  according  to  the  Bond  Investors 
Association. 

Pared  down  to  essentials,  junk 
bonds  at  their  best  are  equity  stripped 
of  its  upside  potential.  With  insolven- 
cy, the  distinction  vanishes  and  junk 
paper  often  ends  up  with  all  or  most  of 
the  ownership  of  the  business. 

There  is  much  pure  gold  among 
these  sharply  discounted  securities, 
but  investors  must  tread  mine  fields 
to  get  at  it.  Information  is  scarce  and 
trading  can  be  treacherous.  Most  dis- 


tressed companies  tell  securities 
holders  little  and  often  stop  filing 
timely  reports  with  the  sec.  Where 
the  junk  bond  issuers  are  bankrupt, 
there  is  often  no  legal  requirement  to 
file.  The  Bankruptcy  Act  of  1978  re- 
duced the  role  of  the  sec  in  corporate 
reorganizations,  leaving  the  burden  of 
oversight     almost     entirely     to     the 


courts. 

Yet  here  is  a  field  where  accurate 
and  timely  information  is  vital.  How 
can  the  ordinary  investor  know  why 
one  issue  of  bankrupt  Eastern  Air 
Lines'  bonds  may  sell  at  2  cents  on  the 
dollar  while  another  issue  sells  at  100 
cents  on  the  dollar?  Or  how  can  he  or 
she  know  which  way  a  judge  is  likely 
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to  lean  in  valuing  different  classes  of 
claims?  Much  can  swing  on  a  court 
ruling  or  on  deals  made  quietly  in  a 
smoky  room.  Few  securities  analysts 
follow  the  proceedings. 

A  major  loophole  for  insiders  is  the 
fact  that  the  securities  laws  and  dis- 
closure rules  imposed  by  the  Securi- 
ties &  Exchange  Act  of  1934  were 
designed  mainly  for  stocks,  not  for 
bonds,  and  certainly  not  for  trade 
claims.  Bond  buyers  do  not  have  to 
file  13D-type  registrations.  Example: 
Carl  Icahn  is  reported  to  have  $100 
million  face  amount  of  the  $670  mil- 
lion Trump  Taj  Mahal  bonds — but  he 
is  under  no  obligation  to  let  the  public 
know,  as  he  would  be  with  a  similar 
proportion  of  the  common  equity. 

The  legal  position  is  woolier  when  a 
reorganization  is  under  way  without 
an  actual  bankruptcy.  In  bankruptcy 
cases,  the  creditors  committees  are 
selected  by  the  U.S.  Trustee  oversee- 
ing the  bankruptcy.  These  commit- 
tees act  on  behalf  of 
bondholders  to  negotiate 
with  the  company's 
management,  and  they 
are  legally  insiders.  But 
unofficial  steering  com- 
mittees, which  have  no 
legal  status  and  hence  no 
governmental  oversight, 
often  negotiate  restruc- 
turings. Examples  here 
are  the  steering  commit- 
tees of  Freuhauf  Corp. 
and  Trump  Taj  Mahal. 
With  these  unofficial 
groups,  the  application 
of  insider  laws  is  fuzzier.      

Securities  lawyers  queried  by 
Forbes  maintain  that  the  unofficial 
creditors  committees  are  subject  to 
the  same  insider  trading  restrictions 
as  the  official  committees.  But  not  all 
the  people  operating  in  the  market  are 
aware  of  this — nor  do  they  have  much 
reason  to  fear  legal  action. 

Even  someone  with  as  much  expe- 
rience as  Seymour  Licht,  a  veteran 
bankruptcy  investor  from  Scottsdale, 
Ariz,  who  is  often  a  member  of  unoffi- 
cial creditors  committees,  seems  con- 
fused. He  admits  he  passed  informa- 
tion he  gathered  while  on  the  credi- 
tors committees  of  Nucorp  Energy, 
Itel  Corp.  and  Citizens  Mortgage  to  an 
investor  who  specializes  in  bond 
mail,  Stanford  Phelps  (Forbes,  Aug.  6, 
1990).  Phelps  was  then  a  bond  trader 
on  Wall  Street. 

"I  was  his  front  man,"  says  Licht 
bluntly.  "But  those  were  ad  hoc,  unof- 
ficial creditors  committees,  so  "we 
weren't  restricted."  Phelps,  Licht  and 
other  bondholders  made  a  bundle  on 
the  settlements  of  Nucorp  Energy, 


Carl  Icahn 

Getting  his  infomta 
tionfrom  the  Wall 
Street  Journal? 


Itel  Corp.  and  Citizens 
Mortgage  Investment 
Trust,  which  Phelps  cur- 
rently controls. 

Phelps  is  the  terror  of 
managements  seeking 
fast,  favorable  (to  them- 
selves) reorganizations 
of  junk-burdened  com- 
panies. He  is  also  an  un- 
pleasant man  who,  once 
he  gets  his  teeth  into  a 
company,  won't  let  go 
without  chomping  off 
several  pounds  of  flesh. 
He  is  skilled  at  using 

the  lack  of  disclosure  in     

this  market  to  his  advantage.  For  ex- 
ample, when  he  tried  to  bondmail 
MGF  Oil  in  1984  he  told  management 
he  controlled  mgf's  bonds,  mgf's 
management  had  to  check  with  other 
bondholders  to  find  out  he  owned 
only  some  7%.  In  another  example, 
last  year,  when  Phelps  needed  three 
different  bondholders  to 
file  an  involuntary  bank- 
ruptcy petition  against 
SCI  Television,  he  had 
two  of  his  employees 
buy  bonds  and  join  his 
petition.  None  of  this 
had  to  be  disclosed. 

Phelps  tells  Forbes  he 
prefers  joining  creditors 
committees  and  doesn't 
trade  bonds  once  he  is  on 
them.  However,  a  U.S. 
Trustee  in  charge  of 
the  First  RepublicBank 
Corp.  bankruptcy  has  re- 
ceived  information  sug- 
gesting that  Phelps  doesn't  always  act 
in  this  above-board  way.  He  says  he 
suspects  Phelps  may  have  continued 
to  buy  the  bonds  while  on  the  com- 
mittee— and  so  informed  the  sec. 
Hugh  Wright,  assistant  regional  ad- 
ministrator at  the  Dallas  office  of  the 
SEC,  won't  comment. 

There  are  many  other  such  cloudy 
cases.  In  the  Sharon  Steel  bankruptcy, 
George  Soros'  Quantum 
Fund  was  involved  in  a 
similar  situation.  The 
fund  had  a  major  stake 
in  Sharon  bonds  and 
placed  a  representative 
on  the  committee. 
While  on  the  commit- 
tee, Soros'  man  gained 
valuable  information  as 
to  the  business  prospects 
of  Sharon's  brassmaking 
subsidiary.  Soros  then 
formulated  a  plan  to 
bring  Sharon  Steel  out  of 
bankruptcy  and  take 
control  of  the  brass  sub- 


Michael  Stei'i  ilxinlt 
Entered  the  world  of 
claims  trading  and 
grabbed  Allegheny. 


Samuel  Zell 
A  bond  buyer  who's 
not  knownfor  clip- 
ping  frayed  coupons 


sidiary.  Bondholders 
will  ultimately  get  un- 
der 50  cents  on  the  dol- 
lar for  their  bonds.  Is  the 
price  fair?  That  depends 
on  whether  the  bond- 
holders know  as  much 
as  Soros  does  about  the 
value  of  the  subsidiary 
and  other  assets.  It  is 
scarcely  a  level  playing 
field. 

In  a  similar  case,  mon- 
ey manager  Talton 
Embry  gathered  useful 
information  while  one  of 

his   employees   was   on 

the  creditors  committee  of  bankrupt 
fertilizer  maker  Beker  Industries.  He 
learned  that  the  judge  supervising  the 
bankruptcy  was  going  to  subordinate 
first  mortgage  bondholders'  claims 
and  thus  lessen  their  value.  Embry's 
representative  resigned  from  the  com- 
mittee and,  without  informing  the 
public  or  the  sec,  Embry  sold  his 
bonds,  after  which  their  price  dropped 
from  around  30  cents  on  the  dollar  to 
a  low  of  about  16  cents. 

People  like  Phelps  who  play  with 
the  securities  of  busted  or  potentially 
busted  companies  are  known  in  the 
trade  as  vulture  capitalists.  Carl  Icahn 
is  fast  becoming  a  leading  vulture  cap- 
italist. He  owns  large  amounts  of  junk 
bonds  of  Southland  Corp.,  Trump  Taj 
Mahal,  Western  Union,  Gillett  Hold- 
ings and  Intcrco.  Only  the  hopelessly 
naive  would  think  that  Carl  Icahn 
knows  no  more  about  what  is  going 
on  inside  these  companies  than  what 
he  reads  in  the  Wall  Streel  Jounuil 

Even  the  most  illustrious  Wall 
Street  firms  have  been  known  to  take 
advantage  of  the  situation.  Goldman, 
Sachs  did  not  join  the  creditors  com- 
mittee of  Texas  International,  a  com- 
pany that  recently  emerged  from 
bankruptcy.  For  good  reason:  During 
the  fall  of  1989,  when  negotiations 
were  under  way,  Goldman  was  load- 
ing up  on  Texas  International  bonds. 
So  much  so  that  when 
Texas  International  did 
an  exchange  offer  and 
emerged  from  bankrupt- 
cy, Goldman  owned 
more  than  50%  of  the 
new  company's  equity. 

Did  Goldman  have  ac- 
cess to  insider  informa- 
tion? It  insists  it  did  not. 
Yet  Goldman,  Sachs 
partners  frequently  dis- 
cussed the  case,  includ- 
ing potential  plans  for 
reorganization  of  the 
company,  with  unse- 
cured creditors  commit- 
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(k'ori>i'  Soros 
Some  investors' play 
ing fields  are  more 
level  than  others. 


tee  counsel  Fried  Frank  Harris. 

Not  only  is  sec  disclosure  scant, 
there  is  no  Nasdaq  equivalent  to  track 
recent  trades  in  these  distressed 
bonds.  The  majority  are  traded  dis- 
creetly. The  closest  thing  to  trading 
data  is  the  equivalent  of  the  pink 
sheets  for  penny  stocks,  which  in  the 
bond  market  are  "the  yellov^  sheets." 
The  general  public  gets  little  informa- 
tion on  price,  volume  and  where  big 
blocks  lie. 

Even  the  inadequate 
pink  sheets  have  more 
information  than  is 
available  for  unlisted 
junk  securities.  The  yel- 
low sheets  rarely  list  bid 
and  asked  prices,  just 
marketmakers  (and 

much    of    that    data    is 
faulty). 

Phelps,  for  example, 
owns  53%  of  a  company 
called  Commonwealth 
Oil  &  Refining,  which 
he  took  out  of  bankrupt- 
cy after  buying  its  bonds. 

Ask      any      bankruptcy     

trader  and  he  or  she  will  say  Phelps  is 
the  market  in  those  bonds.  But 
Phelps'  bond  brokerage  isn't  listed 
anywhere  on  the  yellow  sheets. 

Even  when  blatant  violations  are 
detected,  the  punishments  are  nearly 
nonexistent.  In  1987  Dallas  investor 
James  Sowell  invested  heavily  in 
Todd  Shipyards'  subordinated  notes, 
hoping  to  force  the  company  to  sell  off 
a  subsidiary.  Management  balked  and 
instead  filed  for  bankruptcy.  Sowell 
became  vice  chairman  and  continued 
to  buy  $22  million  in  bonds  and  bank 
claims  at  a  deep  discount. 

Sowell  later  sold  the  bonds  and 
claims  to  Whitmore  Capital,  a  Drexel 
Burnham  partnership.  Shortly  after, 
another  creditor — not  a  regulator — 
discovered  the  bonds  were  "tainted." 
This  means  that  a  recent  buyer  or 
seller  acted  on  inside  information;  in 
this  case  it  was  Sowell  who  had  inside 
information  as  vice  chairman  of  Todd 
when  he  bought  the  bonds.  Securities 
law  stipulates  that  these  so-called 
tainted  bonds  cannot  be  sold  for  a 
profit  and  also  that  the  taint  transfers 
to  other  buyers.  Sowell  got  off  easily: 
Whitmore  had  to  disgorge  part  of  its 
profit — but  only  part. 

A  number  of  bondholders  are  reluc- 
tant to  do  business  with  New  York- 
based  R.D.  Smith  &  Co.  because  of 
the  conflicts  of  interest  it  faces  as  a 
full-service  brokerage  in  the  business. 
Smith  invests  heavily  in  distressed 
bonds  and  claims,  recommends  them 
to  clients  and  often  has  representa- 
tives on  committees.  "The  Chinese 


wall  at  R.D.  Smith  is  awfully  thin," 
complains  one  junk  bond  buyer.  He 
claims  R.D.  Smith  offered  to  buy 
bonds  of  a  bankrupt  company  from 
him  a  few  weeks  before  the  compa- 
ny's management  announced  a  plan 
that  would'offer  bondholders  a  premi- 
um. Randal  Smith,  founder  of  the 
company,  had  a  representative  on  the 
creditors  committee. 

In  the  case  of  Care  Enterprises, 
which  filed  for  bankruptcy  in  March 
1988,  Smith-affihated 
groups  now  control  large 
stakes  of  two  outstand- 
ing notes  and  have  had  a 
representative  on  the  of- 
ficial creditors  commit- 
tee as  cochairman  since 
early  1988.  Smith  con- 
tinued to  buy  the  com- 
pany's bonds  through 
the  end  of  1988  and, 
once  Care  emerges  from 
bankruptcy,  could  own 
15%  of  the  new  equity. 

The  situation  is 
murky  enough  in  bonds. 
Trading  in  claims  or  the 
trade  obligations  of  shaky  companies 
is  almost  in  the  dark.  Trading  claims 
fall  outside  most  securities  laws  be- 
cause these  obligations  to  suppliers 
and  banks  aren't  even  considered  se- 
curities. With  bankruptcies  and  de- 
faults multiplying,  there  are  nearly  a 
dozen  marketmakers  who  claim  to 
focus  on  trading  the  obligations.  In 
some  cases,  these  claims  can  become 
the  most  important  fac- 
tor in  a  takeover,  be- 
cause they  often  have  se- 
niority in  voting  on  a 
company's  reorganiza- 
tion plans. 

In  this  market  savvy 
players  go  to  the  vendors 
or  banks — who  are  often 
themselves  distressed, 
and  uninformed  about 
the  value  of  their 
claims — and  offer  them 
some  percentage  of  the 
face  value. 

For  example,  a  bank- 
ruptcy player  might  ap- 
proach one  of  Federated  Department 
Stores'  dress  suppliers  and  offer  40 
cents  on  the  dollar  for  a  claim  it  holds 
against  bankrupt  Federated.  If  the 
dress  supplier  is  in  desperate  need  of 
cash,  then  he  might  sell  out.  The 
same  thing  happens  with  claims  that 
are  held  by  banks.  Very  often  the  buy- 
ers are  a  lot  better  informed  than  the 
sellers  are — but  whether  it  is  because 
they  are  smarter  or  because  they  have 
better  information  remains  an  open 
question. 


Stanford  Phelps 
Secretive  bondmailer 
who  doubts  existence 
of  insider  trading. 


"Congress  needs  to  look  into  this 
area  of  claims  trading,"  says  U.S. 
Bankruptcy  Judge  Joseph  L.  Cosetti. 
He  goes  on  to  cite  the  bankruptcy  of 
Allegheny  International,  a  recent  case 
he  oversaw. 

In  the  Allegheny  bankruptcy,  out- 
side investors  tried  to  grab  control  of 
the  bankrupt  consumer  products 
company  through  buying  its  claims  in 
a  number  of  different  classes.  The  big 
buyer  was  Japonica  Partners,  a  part- 
nership involving  big  New  York  spec- 
ulators Steinhardt  Partners  and  Mutu- 
al Shares  Corp. 

The  partnership  bought  in  excess  of 
one-third  of  Allegheny's  bank  debt 
and  a  large  number  of  the  outstanding 
bonds.  This  gave  them  a  big  voice  in 
the  proceedings,  because  in  a  bank- 
ruptcy over  one-third  approval  is  key 
to  winning  approval  of  a  plan,  so  gain- 
ing one-third  is  an  effective  blocking 
tactic. 

During  the  proceedings  Japonica 
was  not  on  any  creditors  committee 
but  was  given  access  to  Allegheny's 
internal  financial  documents,  and 
was  even  allowed  to  move  into  Al- 
legheny's Pittsburgh  offices.  All  the 
while  Japonica  was  buying  bonds  and 
claims  in  the  open  market  as  well  as 
by  tender  offer. 

Some  of  the  banks  objected,  saying 
this  was  a  violation  of  the  insider 
rules.  They  didn't  like  Japonica's  ob- 
taining a  virtual  veto  of  any  reorgani- 
zation through  owning  one-third  of 
the  claims.  Judge  Cosetti  agreed  that 
Japonica  was  acting"  in 
bad  faith  and  forced  it 
to  pay  compensation  to 
all  creditors  in  each 
class.  Japonica,  howev- 
er, currently  controls 
the  $1  billion  corpora- 
tion that  owns  Sun- 
beam Electronics  on  an 
investment  of  just  $120 
million. 

Stanford  Phelps,  long- 
time vulture  capitalist, 
insists  that  too  much  is 
being  made  of  potential 
abuses.     "These     aren't 

stocks,"  he  insists,  "and 

I  don't  think  there  is  much  of  a  poten- 
tial to  defraud  anyone."  Phelps  is 
surely  being  ingenuous.  All  those  peo- 
ple out  there  who  bought  junk  securi- 
ties in  the  naive  belief  they  were  gen- 
uine bonds — are  they  well  informed 
enough  to  know  what  the  securities 
are  truly  worth  as  equity  or  as  claims 
in  bankruptcy?  Aren't  these  victims 
of  the  great  junk  bond  fiasco  entitled 
to  the  protection  of  better  informa- 
tion before  they  sell  their  bonds  to 
smart  insiders?  ■ 
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If  we  are  not  careful,  the  food  we  send  to 
feed  hungry  Soviets  will  merely  serve  to 
strengthen  the  socialist  hard-liners  against 
the  democratic  forces. 

t    Food  for  peace? 
Or  for  civil  war? 


By  Vladimir  Kvint 


WHY  IS  THE  Soviet  Union 
hungry?  Why  does  the  big- 
gest and  potentially  the  rich- 
est country  in  the  world  have  empty 
shelves  in  the  stores? 

The  hunger  is  real.  In  the  U.S.  peo- 
ple consume  over  53  pounds  of  meat 
per  capita  per  year;  in  the  U.S.S.R.,  if 
you  count  the  bone  and  gristle,  just  26 
pounds.  Okay,  maybe  Americans  eat 
too  much  meat.  But  what  about  fruit? 
Americans  eat  three  times  more  fruit 
than  do  people  in  the  U.S.S.R.  Even 
these  figures  are  for  more  normal 
times.  These  are  not  normal  times. 
Real  hunger  looms  in  the  land  that 
was  once  the  breadbasket  of  Europe. 

So,  unless  Americans  and  Europe- 
ans want  to  see  Soviet  food  riots  and 
malnourished  Soviet  children  on  the 
nightly  tv  'news,  they  are  going  to 
have  to  ship  food  to  the  Soviet  Union. 
Done  the  right  way,  such  food  aid  can 
help  feed  the  truly  hungry.  Done  the 
wrong  way,  it  can  hasten  a  civil  war. 

Russia  has  an  image  as  a  freezing 
country  where  nothing  really  grows. 
But  the  Soviet  Union's  food  crisis  has 
nothing  to  do  with  resources.  The 
country  has  vast  and  fertile  lands — 
470  million  acres  of  rich  black  earth. 
(Compare  that  to  the  approximately 
250  million  acres  that  make  up  the 
U.S.'  Com  Belt.)  In  the  Republic  of 
Georgia,  people  say  that  if  you  drive  a 
stake  into  Georgian  land,  tomorrow 
you  will  see  grapes  there. 

This  year  the  country  had  again  a 
blessing  of  a  crop  and  a  curse  of  a 
system;  230  million  tons  of  grain  were 
borne  by  the  fields,  while  the  U.S.S.R. 

*  Vladimir  Kvinl.  a  DLilinguislied  Lecturer  at  l-'ori/- 
hartj  University  and  consultant  to  US.  companies  cjn 
doing  business  in  the  USSR,  is  a  member  of  the 
editorial  board  of  the  Soi  'iet  business  magazine  Eco. 


was  buying  30  million  tons  abroad. 

This  is  not  a  problem  of  equipment. 
The  U.S.S.R.  has  200,000  more  grain 
harvester  combines  than  the  U.S.  has. 
Soviet  tractors,  the  Belarus  and  the 
Vladimirets,  are  of  good  quality,  but 
the  farmer  is  not  interested  in  using 
them.  Why  bother?  The  land  does  not 
belong  to  him. 

Are  Russians  lazy?  Not  by  nature. 
Only  by  training — goofing  off  is  the 
only  way  you  can  beat  the  system.  In 


the  peasants.  Some  peasants  used 
their  new  freedom  wisely,  some 
squandered  the  fruits.  The  entrepre- 
neurial peasants  got  the  name  "ku- 
laks"— literally,  "fists" — meaning 
that  they  grasped  their  households 
firmly  in  their  hands. 

By  1913  the  kulaks  had  created  sol- 
id, strong  farms  and  even  small  agro- 
industrial  complexes.  Not  only  did 
they  produce  their  own  grain,  they 
raised  cattle,  invested  in  equipment 
for  cattle  raising  and  milk  production 
and  developed  transportation  net- 
works to  get  their  goods  to  market.  At 
that  time  the  kulaks  together  with 
well-to-do  peasants  constituted  35% 
of  all  peasant  households.  A  full  one- 
third  of  Russia's  peasantry  was  well 
on  its  way  to  middle-class  status. 

The  curtain  began  to  fall  on  Russian 
agriculture  in  the  autumn  of  1917. 
Lenin's  Bolsheviks  ignited  the  hatred 
of  illiterate,  shiftless  drunkards 
against  the  kulaks.  Starting  with  the 
October  Revolution,  whatever  the  ku- 
laks earned  was  taken  away.  They 
were  murdered;  their  farms,  created 
by  long  labor,  were  set  on  fire.  Hard 
workers  were  the  people's  enemies. 

Building  on  Lenin,  Stalin  sent  train- 
loads  of  hungry  and  naked  kulaks 
with  exhausted  sick  babies  and 
dumped  them   in  the  depths  of  the 


Soviet  Centra/  Asici/i  peasants  Jiiarket  their  ivares 

Rich  peasants  wouldn't  make  good  communists.  City  workers  might. 


such  matters  one  can't  divorce  cur- 
rent events  from  history.  The  roots  of 
today's  food  problem  in  the  U.S.S.R. 
go  back  to  1917,  when  the  October 
Revolution  took  agriculture  from  the 
people  and  gave  it  to  the  state  to  use 
for  state  purposes. 

By  1910,  well  before  the  revolution, 
the  reformist  Prime  Minister  Piotr 
Stolypin  had  pushed  through  a  reform 
to  give  land  and  economic  freedom  to 


frozen  desert.  It  was  one  of  the  worst 
genocides  in  human  history — all  done 
in  the  name  of  the  people.  For  the 
Bolsheviks  this  was  sound  policy:  A 
prosperous  peasant  would  never  make 
a  good  communist.  A  city  worker, 
well  fed  by  the  state,  might. 

The  Bolsheviks  took  over  from  the 
kulaks,  and  here  are  some  of  the  re- 
sults as  calculated  by  the  Moscow 
University  agrarian  specialist  Profes- 
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Inside  a  Midwest  grain  silo 

Unless  Americans  want  to  see  Sovietfood  riots  on  TV,  they  must  ship  food  to  the  Soviet  Union.  But  how? 


sor  Aleksei  Yemelyanov:  From  1928 
to  1934,  cattle  and  meat  production 
fell  40%,  production  of  eggs  more 
than  70%.  In  1929,  5.8  million  tons  of 
meat  were  produced.  In  1934,  only  2 
million.  Agriculture  in  the  Soviet 
Union  never  recovered. 

The  Bolsheviks  declared  this  war 
not  only  against  the  kulaks  but  also 
against  the  very  idea  of  private  proper- 
ty, and  especially  private  ownership 
of  land.  In  this  regard,  the  right-wing- 
ers around  Mikhail  Gorbachev  are  the 
Bolsheviks'  faithful  descendants. 
They  may  compromise  on  accepting 
elements  of  a  market  economy,  but 
on  private  ownership  of  land,  never, 
unless  they  are  made  to  do  it. 

Having  eliminated  the  hardest- 
working  part  of  the  peasantry,  the  Bol- 
sheviks re-enslaved  the  rest,  and  they 
have  remained  enslaved  in  all  but 
name  ever  since.  Slaves  and  spongers. 
With  nothing  to  gain  by  working  hard, 
they  worked  hardly  at  all.  This  year, 
for  example,  huge  crops  of  potatoes 
were  left  to  rot  in  the  fields.  Why 
bother?  The  farmers  had  all  the  pota- 
toes they  could  eat  and  the  produce  of 
the  state  farms  did  not  belong  to 
them,  so  they  didn't  bother  harvest- 
ing it.  In  the  past,  a  shortage  of  pro- 
duce would  have  been  attributed  by 
the  officials  to  bad  weather,  but  now 
the  truth  is  out. 

What  development  the  communists 
managed  went  to  the  military  and  to 
the  cities.  Russian  villages  are  strik- 
ingly poor  and  gloomy.  The  quality  of 
the  roads  is  such  that  a  Jeep  Cherokee 
would  vanish  into  the  mud  and  never 
be  seen  again.  The  roads  are  decrepit, 
partially  hccause  of  poverty  and  par- 
tially on  purpose,  to  hold  the  people  in 
the  villages.  Up  until  Stalin's  death  the 
peasants  were  so  enslaved  they  did  not 


even  have  I.D.  papers  and  permits  to  go 
to  the  cities.  The  Stalinist  order  has 
long  since  broken  down.  With  nothing 
to  hold  them  in  the  countryside,  the 
peasants  flock  to  the  cities.  Today 
many  villages  are  deserted. 

What  about  the  food  that  does  get 
into  the  Soviet  distribution  system? 
The  system  has  a  simple  feudal  char- 
acter; It  is  an  exchange  of  goods,  ser- 
vices and  favors.  I  fix  your  car,  you 
give  me  good  meat.  Money,  the  paper 
ruble,  has  no  purchasing  power.  Peo- 
ple forage  and  trade  much  as  they  did 
five  centuries  ago.  A  typical  example: 

Every  morning  in  a  Moscow  high- 
level  hospital,  a  nurse  takes  the  ration 
cards  of  all  the  doctors  and  all  the  staff 
and  goes  food-hunting.  By  the  end  of 
the  day  she  arrives  with  her  trophies.  A 
ruler  is  applied  to  a  long  sausage  stick. 
Everyone  gets  an  equally  tiny  piece. 

Privileged  bureaucrats  do  not  mea- 
sure their  sausages  in  inches.  Rubles 
in  the  hands  of  ordinary  people  are 
nearly  worthless  because  people  with 
goods  to  sell  want  other  goods  in  re- 
turn; the  rubles  buy  nothing.  But  ru- 
bles of  the  regional  party  boss  and 
rubles  of  the  ordinary  peasant  in  the 
same  region  are  different  rubles.  The 
ruble  loses  its  power  if  you  don't  have 
special  permission,  in  the  form  of  a 
coupon,  to  buy  specified  goods. 

Recently  in  several  big  cities,  such 
as  Leningrad  and  Chelyabinsk  in  the 
hungry  Urals,  enormous  quantities  of 
meat  were  discovered  that  had  been 
hidden  underground  and  allowed  to 
rot.  Was  this  sabotage  by  the  right- 
wingers,  who  see  crisis  as  their 
chance  to  reimpose  dictatorship?  I 
cannot  prove  it,  but  I  certainly  sus- 
pect this  to  be  the  case.  And  Gorba- 
chev does  not  do  anything  to  tame 
these  die-hard  communists. 


Back  to  the  question  of  food  aid  to  the 
Soviet  Union.  Western  support  for  Gor- 
bachev is  one  of  the  cornerstones  of  his 
drive  for  power.  Already  Foreign  Minis- 
ter Eduard  Shevardnadze's  dramatic, 
sacrifical  resignation  is  being  forgot- 
ten. Roland  Dumas,  the  French  foreign 
minister,  said,  after  Shevardnadze's 
resignation,  that  it  is  even  more  impor- 
tant to  help  Gorbachev  now. 

If  the  U.S.  and  Western  Europe  send 
food  to  Gorbachev's  centralized  Soviet 
government,  here  is  what  will  happen: 
Distributing  the  food  will  fall  to  the 
KGB,  according  to  Gorbachev's  order. 
The  KGB  will  distribute  the  food  to  its 
own  people,  to  the  army  and  to  the 
party  bureaucrats.  The  food  will  show 
up  in  neither  the  state  stores  nor  the 
private  markets.  Rather,  part  of  it  will 
be  distributed  through  the  system  of 
stores  known  as  Raspredelitel — stores 
at  which  only  privileged  party  mem- 
bers are  allowed  to  shop.  Very  little  of 
the  food  will  reach  ordinary  people. 

With  a  satisfied  army  and  kgb,  Gor- 
bachev will  be  ready  to  send  troops  to 
the  rebellious  republics.  This  will  be 
the  beginning  of  a  bloody  civil  war. 

If  the  West  sends  food,  its  distribu- 
tion should  be  decentralized.  Food 
should  be  earmarked  to  specific  re- 
publics, cities,  villages,  hospitals  and 
orphanages  where  the  need  is  great- 
est. It  is  possible,  through  the  local 
authorities,  to  get  the  addresses  of 
those  in  greatest  need. 

Unless  the  Soviet  system  is  re- 
placed, the  country's  300  million  peo- 
ple cannot  be  fed.  By  its  very  nature, 
socialism  creates  corruption  and  dis- 
honor. Adam  Smith  wrote,  in  effect, 
that  if  today  a  country  is  without  hon- 
or, tomorrow  it  will  be  without  bread. 
The  Soviet  system  lacks  honor  and 
deprives  the  people  of  their  bread.  ■ 
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Germany's  long-stable  industrial  relations 
are  about  to  be  upset  as  labor  strife  adds  to 
the  costs  of  reunification 

A  German  winter 
of  discontent? 


By  Richard  C.  Morals 


How  LONG  WILL  garbage  collec- 
tors in  East  Berlin  work  longer 
hours,  under  worse  conditions 
and  for  half  the  pay  of  their  western 
counterparts  a  few  streets  over? 
Berthol  Huber,  East  German  coordi- 
nator for  Germany's  largest  union,  IG 
Metall,  poses  that  question.  Then  he 
answers  it:  "I  am  afraid  that  major 
strikes  are  unavoidable." 

Human  time  was  cheap  under  so- 
cialism, and  East  German  industry 
was  hideously  overmanned.  Mass 
sackings  are  inevitable.  But  they  will 
not  happen  quietly. 

A  warning  shot  came  in  No- 
vember. East  Germany's  260,000 
Reichsbahn  railworkers  walked 
out,  idling  550  trains  and  bring- 
ing all  rail  traffic  in  Germany's 
five  new  states  to  a  screeching 
halt.  The  strike  lasted  only  two 
days,  but  the  workers,  whose 
number  is  expected  to  be  cut  in 
half,  succeeded  in  securing  a  few 
scraps  before  the  firings:  an  extra 
$33  per  dependent  child  this  year 
and  a  $200  holiday  bonus. 

There  have  been  other  warn- 
ings. Savings  and  loan  employ- 
ees in  Erfurt  and  Chemnitz  dem- 
onstrated just  before  Christmas; 
days  earlier  insurance  employees 
marched  through  Leipzig  and 
Berlin. 

East  German  workers  have  rea- 
son to  complain.  Chancellor  Hel- 
mut Kohl's  damn-the-torpedoes 
drive  for  reunification  meant  that 
staples  like  food  immediately 
carried  West  German  prices 
while  East  German  wages  and 
salaries  remained  at  fractions  of 
those  over  the  former  border.  East 
Germans  can  either  move  west  or 


stay  put  and  fight. 

Deutsche  Angestellten-Gewerk- 
schaft  (dag),  a  union  representing  ser- 
vice industries,  will  fight.  East  Ger- 
man insurance  employees  earn  about 
40%  of  their  western  counterparts' 
salaries,  dag  demands  equivalency  by 
1992.  A  January  deadline  looms. 

East  German  metal  workers  also 
earn  some  40%  of  their  western  coun- 
terparts' income.  They  demand  that 
figure  increase  to  65%  immediately — 
and  to  100%  by  no  later  than  1995. 
West  German  retailers,  who  have 
been  makmg  tidy  profits  in  consum- 
er-starved East  Germanv,  are  facing 


Steel  workers  in  Uer))iaiiy 
Massive  strUces  ahead? 


unions  demanding  100%  of  western 
salaries  by  next  year. 

This  militancy  is  jolting  unions  in 
West  Germany.  The  Gewerkschaft 
Offentliche  Dienste,  Transport  und 
Verkehr  (otv),  the  primary  union  rep- 
resenting 2.3  million  bureaucrats  at 
all  levels  of  government,  wants  a  10% 
wage  increase  for  its  members. 

"Unrealistic,"  scoffs  an  official  at 
the  interior  ministry.  A  10%  wage 
increase,  he  says,  would  cost  govern- 
ment nearly  $19  billion.  But  otv's 
steely  chairman,  Monika  Wulf-Ma- 
thies,  insists  her  union  will  fight  for 
the  increase.  She  vows:  "We  will  ap- 
ply the  necessary  pressure  to  force 
through  our  demands." 

Back  in  the  East  the  race  to  catch  up 
with  West  German  wages,  plus  secur- 
ing unemployment  and  retraining 
packages,  is  proving  a  boon  for  West 
German  unions  eager  to  increase  their 
membership.  IG  Metall,  for  example, 
now  has  35  offices  in  the  new  eastern 
states  and  has  added  650,000  mem- 
bers in  eight  months.  The  union  ex- 
pects to  have  nearly  1  million  mem- 
bers by  March — 12.5%  of  the  East's 
total  work  force.  To  convince  these 
new  members  that  dues  of  1  %  of  their 
hard-earned  salaries  are  a  good  invest- 
ment, IG  Metall  and  other  West  Ger- 
man unions  arc  under  tremendous 
pressure  to  produce  results. 

But  it  could  be  a  Pyrrhic  victory. 
The  one  real  attraction  to  Western 
firms  thinking  of  investing  in  the 
East  is  low  labor  costs  so  close  to 
home.  If  the  unions  erase  this  at- 
traction, they  will  doom  East 
Germans  to  many  more  years  of 
underdevelopment. 

Bonn's  ministry  for  social  wel- 
fare is  optimistically  figuring  on 
1.5  million  unemployed  in  1991, 
out  of  a  total  8  million  East  Ger- 
man work  force.  Many  estimates 
are  much  higher.  One  Munich- 
based  entrepreneur  who  is  build- 
ing a  plant  in  East  Germany  pre- 
dicts 3  million  to  4  million  un- 
employed— as  much  as  half  the 
work  force.  Impossible?  An  offi- 
cial in  East  Berlin's  welfare  office 
tells  the  Berliner  Morgenpost  every 
third  worker  could  be  jobless. 
"The  government's  estimate  of 
1.5  million  unemployed  is  laugh- 
able," says  IG  Metall's  Huber. 

Chancellor  Kohl  will  soon  have 
a  nasty  situation  to  contain.  If 
wage  costs  rise  too  quickly,  infla- 
tion and  massive  unemployment 
will  result.  If  wage  costs  rise  too 
slowly,  the  nation  will  be  crippled 
by  industrial  action.  Looks  like 
Germany  is  in  for  a  long  winter.  ■ 
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Having  pioneered  visual  journalism,  the 
National  Geographic  is  making  its  mark  in 
television  and  trying  its  hand  at  audio- 
visual education — all  under  the  benevo- 
lent but  firm  grip  of  the  Grosvenor  family. 


'The  world  is 
our  theme" 


By  James  Cook 


Fl  OR  NEARLY  A  CENTURY  mem- 
bers of  the  Grosvenor  family  of 
Washington,  D.C.  have  con- 
trolled and  run  almost  like  a  family 
business  one  of  the  nation's  most 
successful  and  widely  circulated  pub- 
lications, Natiotial  Geographic.  Gilbert 
M.  Grosvenor,  59,  the  current  presi- 
dent and  chairman  of  the  National 
Geographic  Society,  follows  his  fa- 
ther and  grandfather  as  head  of  the 
organization. 

And  what  an  organization  it  is!  Its 
10  million  members  rank  it  among 
the  five  largest  membership  organiza- 
tions in  the  U.S.,  along  with  the 
American  Association  of  Retired  Per- 
sons and  the  Catholic  Church.  All 
these  members  are  also  subscribers  to 
its  flagship  magazine,  Natiorial  Geo- 
graphic, which  is  the  fourth-largest 
circulation  magazine  in  the  U.S.  The 
Geographic  is  also  one  of  the  world's 
largest  producers  of  atlases  and  other 
cartographic  reference  materials,  the 
second-largest  producer  of  documen- 
tary films  for  television  (after  the  Brit- 
ish Broadcasting  Corp.),  and  one  of  the 
largest  mail-order  houses. 

In  1989  the  organization  grossed 
more  than  $426  million  from  its  array 
of  books,  magazines,  educational  ma- 
terials and  television  documentaries. 
Profits?  About  $8.7  million  from  op- 
erations, another  $24.7  million  from 
investments,  for  a  total  of  $33.4  mil- 
lion. On  this  it  pays  not  a  penny  in 


federal  income  taxes.  Without  ques- 
tion, the  operating  net  would  be  even 
higher  were  it  not  for  the  lavish  ex- 
pense accounts  and  perks  the  society 
gives  its  employees.  It  would  be  high- 
er still  if  the  society  exploited  more 
effectively  its  estimated  $160  million 
in  untaxed  Washington  real  estate. 

The  Geographic  was  not  founded 
exclusively  by  scientists  or  business 
people  but,  in  1888,  by  a  group  of 
educated  dilettantes,  habitues  of 
Washington's  patrician  Cosmos  Club, 
at  the  instigation  of  a  Boston  lawyer 
and  financier,  Gardiner  Greene  Hub- 
bard. After  Hubbard's  death,  his  dis- 
tinguished son-in-law,  Alexander 
Graham  Bell,  inventor  of  the  tele- 
phone, took  charge. 

"The  world  and  all  that  is  in  it  is 
our  theme,"  Alexander  Bell  wrote. 
There  was  something  very  American 
about  the  early  days  of  the  Geograph- 
ic. There  had  been  plenty  of  similar 
groups  in  the  past,  especially  in  Eu- 
rope. But  these  were  of  the  elite  and 
for  the  elite,  the  Royal-this  and  the 
Learned-that.  What  made  the  Geo- 
graphic different  was  its  essentially 
democratic  concept,  even  if  the  lead- 
ership itself  clearly  was  elitist. 

"About  the  turn  of  the  century," 
Gil  Grosvenor  says,  "it  became  clear 
if  we  didn't  popularize,  we  wouldn't . 
amount  to  much."  It  turned  to  Ameri- 
ca's then  fast-growing  middle  class  for 
support  and  participation. 

To  attract  a  wide  audience,  the 
Geographic  decided  that  it  was  neces- 


sary to  use  pictures  rather  than  rely 
on  text  to  appeal  to  potential  mem- 
bers. In  its  magazine,  also  founded  in 
1888,  it  pioneered  the  use  of  color 
photography  and  became  the  first 
magazine  to  go  to  all-color  publica- 
tion. At  Bell's  urging,  it  adapted  the 
text  to  fit  the  pictures,  rather  than  the 
pictures  to  the  text.  "Leave  science  to 
others,"  wrote  Bell,  "and  give  us  de- 
tails of  living  interest  beautifully  il- 
lustrated with  photographs."  Says  Gil 
Grosvenor:  "I  suspect  we  became  pop- 
ular because  we  went  visual.  We  have 
managed  to  stay  on  the  cutting  edge  of 
the  visual  image  ever  since." 

Not  coincidentally,  the  Geographic 
was  also  the  first  magazine  to  lend 
prurience  respectability,  and  as  early 
as  1896  brought  photographs  of  half- 
clad  native  women  into  middle-class 
living  rooms.  Generations  of  school- 
boys satisfied  some  of  their  curiosity 
about  the  female  anatomy  while  sur- 
reptitiously peering  at  their  parents' 
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An  electronic  National  Geographic  in  the  future! 


Geographic. .The.  society  is  still  proud 
of  its  early  victory  over  prudery. 

To  this  day  the  Geographic  uses 
promotional  techniques  developed  in 
its  early  days.  !t  won  national  atten- 
tion by  backing  adventurers  like  Rob- 
ert Peary,  the  first  man  to  reach  the 
North  Pole,  and  Hiram  Bingham,  the 
discoverer  of  the  Inca  capital  of  Ma- 
chu  Picchu.  It  sent  Richard  E.  Byrd  by 
air  to  the  South  Pole,  Stevens  and 
Anderson  into  the  stratosphere  and 
Jacques  Cousteau  into  the  depths  of 
the  ocean.  It  backed  Louis  and  Mary 
Leakey  in  their  pursuit  of  man's  ori- 
gins in  the  sediments  of  Africa,  Dian 
Fossey  and  Jane  Goodall  in  their  stud- 
ies of  gorillas  and  chimpanzees.  More 
recently  it  funded  explorations  of  the 
wrecks  of  the  Bismarck  and  the  Titanic 
that  later  became  xv  shows. 

These  projects  are  not  exactly  geo- 
graphic undertakings,  any  more  than 
is  the  restoration  of  the  Sistine  Cha- 
pel, or  the  status  of  Japanese  women. 


both  of  which  made  major  Geographic 
stories  in  the  past  year.  But  as  the 
sepulchral  narrators  of  Geographic 
television  make  clear,  the  Geographic 
is  not  about  geography  but  adventure, 
wonder,  awe;  it's  about  marvels,  mys- 
tery and  romance. 

And  it  is  about  Grosvenors.  They 
assumed  de  facto  control  of  the  soci- 
ety in  1899  and  retain  it  still. 

The  Grosvenors  are  [Alexander 
Graham]  Bells  by  marriage.  Bell's  21- 
year-old  daughter  Elsie  had  taken  a 
liking  to  a  promising  young  school- 
teacher named  Gilbert  Hovey  Grosve- 
nor,  the  son  of  an  Amherst  professor 
and  "descendant  of  seven  generations 
of  New  England  gentry."  Bell  oblig- 
ingly installed  the  23-year-old  Gros- 
venor  as  full-time  editor  of  the  maga- 
zine the  Geographic  Society  had  been 
publishing.  Grosvenor  married  Bell's 
daughter  a  year  later. 

Grandfather  of  the  Geographic's 
current  president,  G.H.  Grosvenor  ran 


the  magazine  and  the  society  for  an 
astonishing  55  years. 

Grosvenor  himself  was  friend  and 
adviser  to  presidents,  while  the  Geo- 
graphic's 24-man  board  became  al- 
most a  mirror  image  of  the  Washing- 
ton establishment.  Not  a  geographer 
in  sight,  but  bankers  and  corporate 
executives,  astronauts,  educators.  Su- 
preme Court  justices  and  environ- 
mentalists. Handpicked  from  the  be- 
ginning, the  board  members  are  loyal 
to  the  Grosvenors.  A  bitter  policy  dis- 
pute broke  out  last  spring  between  Gil 
Grosvenor  and  the  editor  of  National 
Geographic,  Wilbur  E.  Garrett,  over 
the  direction  of  the  magazine.  Garrett 
failed  to  muster  even  one  vote  of  sup- 
port from  the  board.  He  resigned.  The 
Grosvenors  seem  coup-proof. 

Besides  its  familiar  magazine,  what 
does  the  Geographic  publish?  Books 
and  maps,  among  other  things.  Geo- 
graphic maps  oriented  U.S.  troops  in 
both  world  wars,  as  they  are  now  ori- 
enting U.S.  forces  in  the  Persian  Gulf. 
Beginning  in  1957,  the  Geographic  be- 
gan turning  out  globes  and  atlases, 
and  soon  owned  one-third  of  the  car- 
tographic market.  Thence  it  expanded 
into  books  on  such  favorite  Geograph- 
ic subjects  as  natural  history,  travel, 
anthropology.  The  book  division  was 
a  resounding  success,  and  during  most 
of  the  Eighties  was  one  of  the  Geograph- 
ic's biggest  moneymiikers.  Last  year  it 
grossed  an  estimated  $104  milHon. 

Other  magazine  publishers  and  ri- 
val cartographers  like  Hammond  and 
Rand  McNally  have  frequently  pro- 
tested that  the  Geographic's  tax-free 
status  confers  on  it  an  unfair  competi- 
tive advantage.  But  with  its  solid  con- 
nections in  Washington,  the  Geo- 
graphic Society  has  turned  back  all 
efforts  to  change  its  nonprofit  status. 

Secure  in  this  status,  the  Geograph- 
ic is  making  itself  a  formidable  com- 
petitor in  the  age  of  television.  "We 
think  we  created  the  market  for  tele- 
vision documentaries,"  Gil  Grosve- 
nor says.  The  society  now  produces  96 
hours  of  programming  a  year.  This 
includes  four  one-hour  specials  for 
public  television  and  52  two-hour 
magazine-format  Explorer  programs 
for  Ted  Turner's  tbs  network.  The 
Geographic  also  syndicates  96  hours 
of  past  programs  to  commercial  net- 
works. Best  of  National  Geographic,  and 
markets  videocassettes  of  the  same 
programs  through  its  own  video  club 
and  through  commercial  outlets. 

In  TV  as  in  publishing,  the  Geo- 
graphic's tax-free  status  and  fat  re- 
serves have  been  a  mighty  help.  They 
enabled  Grosvenor  to  take  a  long- 
term  approach  to  tv.  After  piling  up 
$20  million  in  losses,   the  division 
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Antarctic  explorer  Richard  E  liyrci 

Backing  adventurers  won  the  Geographic  national  attention. 


broke  into  the  black  in  1987  and 
should  have  earned  about  $4  million 
this  past  year  on  $35  million  in  reve- 
nues. With  sales  up  tenfold  over  the 
past  four  years,  the  potential  is  so 
great  that  35-year-old  tv  division 
head  Tim  Kelly  has  become  one  of  the 
Geographic's  three  inside  trustees. 

Feeling  its  oats  after  its  success  in 
TV,  the  Geographic  is  positioning  it- 
self to  make  some  major  inroads  in 
the  education  market,  aiming  at  the 
appalling  geographic  illiteracy  of  the 


American  people — one  out  of  seven 
can't  locate  North  America  on  a  map, 
one  in  four  can't  find  the  Pacific 
Ocean  or  the  Soviet  Union.  The  Geo- 
graphic has  sponsored  grass-roots  geo- 
graphic organizations  on  a  state-by- 
state  basis,  along  •with  summer  insti- 
tutes in  Washington  designed  to 
improve  teaching  and  teaching  meth- 
ods, reform  curnculums  and  get  peo- 
ple excited  about  geography.  It  has 
promoted  Geography  Awareness 
Week  and  the  National  Geography 


Bee  and  created  the  National  Geo- 
graphic Kids  Netv^ork,  a  nationwide 
telecommunications  system  enabling 
schoolchildren  to  share  data  on  sci- 
ence and  geographic  investigations. 
Says  Grosvenor:  "I  go  to  my  board  and 
say,  I  want  to  blow  $5  million  on 
geographic  education,  and  they  say. 
Let's  go  for  it." 

Three  years  ago  Grosvenor  set  up 
the  National  Geographic  Society  Edu- 
cation Foundation,  committed  $20 
million  to  the  organization  and  will 
make  another  $20  million  in  match- 
ing funds  available  as  outside  funds 
come  in. 

Backed  by  a  $500,000  grant  from 
the  California  Department  of  Educa- 
tion, the  society  has  spent  over  $1.2 
million  developing  an  interactive 
multimedia  education  system  with 
Lucasfilm  and  Apple  Computer.  It  is 
called  GTV  and  it  links  laser  video- 
discs, a  computer  and  a  tv  monitor  to 
provide  access  to  1,600  still  images, 
300  maps,  film  clips  and  an  informa- 
tion bank.  With  gtv,  students  can 
create  video  term  papers  out  of  the 
images  and  information  and  turn 
them  in  to  their  teacher  on  a  floppy 
disk.  The  Geographic  has  sold  about 
1,200  GTV  units  since  introducing 
them  last  January,  about  $1  million 
worth,  and  the  market  could  conceiv- 
ably explode. 


There  are  people  in  the  world 

for  whom  only  a  place 

LIKE  Fisher  Island  will  do. 


rants,  formal  and  informal  clubs, 
a  dinner  theater  and  a  mile  of  glo- 
rious Atlantic  beach  -  all  minutes 
by  private  ferry  from  cosmopolitan 
Miami. 

Fisher  Island,  Department  C 
Fisher  Island,  Florida  33109 
(305)  535-6071/(800)  624-3251 


Once  the  splendid  winter  estate  of 
the  Vanderbilts,  Fisher  Island  has 
become  one  of  the  world  s  most 
desirable  communities.  With  spec- 
tacular oceanfront  residences 
priced  from  $500,000  to  $1  million. 

Fisher  Island  offers  champion- 
ship seaside  golf,  tennis  on  clay  and 
grass  courts,  deepwater  marinas  for 
yachts  to  200',  an  international  spa, 
seven  gourmet  and  casual  restau- 


This  project  is  registered  with  the  New  Jersey  Real  Estate  O)nimission.  NJREC  90/4-711  to  712.  Registration 
does  not  constitute  an  endorsement  of  the  merits  or  value  of  the  project.  Obtain  and  read  the  New  Jersey  Public 
Offering  statement  before  signing  anything.  This  is  not  an  offering  to  any  person  in  any  state  where  such  offering 
may  not  be  lawfully  made.  Equal  Housing  Opportunity. 


In  a  way,  the  Geographic  must  ex- 
pand because  it  must  find  uses  for  the 
capital  that  is  piling  up  faster  than 
Grosvenor  and  his  associates  can 
spend  it.  Its  cash  and  investments  are 
currently  in  excess  of  $200  million, 
producing  dividend,  interest  and  oth- 
er investment  income  last  year  of 
nearly  $25  million.  The  society  is  so 
loaded  that  when  it  built  a  $50  mil- 
lion addition  to  its  headquarters  com- 
plex in  1984,  it  paid  for  it  in  cash. 

Outsiders — and  competitors — say 
the  Geographic  has  more  money  than 
it  knows  what  to  do  with,  that  its 
excess  funds  go  back  into  amenities 
for  the  staff — a  cafeteria,  parking  ga- 
rages, limousines — and  into  lavish 
fees  and  expense  accounts  for  its  writ- 
ers and  photographers.  Grosvenor's 
1989  salary  of  $330,000  a  year  is  rela- 
tively modest  for  the  head  of  an  orga- 
nization of  this  size  and  complexity, 
but  the  salary  figure  doesn't  count  the 
perks  and  the  prestige  and  the  privi- 
leges that  go  with  the  job. 

But  even  the  Geographic  must  wor- 
ry a  bit  about  costs.  One  plausible 
explanation  as  to  why  editor  Wilbur 
Garrett  left  last  spring  involved  his 
freehanded  way  of  spending.  Garrett 
hadn't  hesitated  to  spend  $1  million 
on  hologram  covers  or  $  1 .5  million  on 
in-house  printing  equipment. 

"We  had  to  trim  down,"  says  Na- 


Gorilla  researcher  Dlaii  Fossey 

The  magazine  as  green  machine. 

tional  Geographic'?,  new  editor,  Wil- 
liam Graves.  "There  was  some  fat  in 
the  magazine  and  throughout  the  or- 
ganization." To  put  it  another  way:  52 
people  were  let  go. 

And  the  Geographic  has  had  its  dis- 
appointments. In  1984  it  entered  the 
travel  magazine  field  with  Traveler. 
current  circulation  725,000.  In  com- 
petition with  magazines  like  Ameri- 
can Express'  Travel  &  Leisure  and  new- 
comers like  Comie  Nasi  Traveler,  Na- 
tional Geographic 's  Traveler  simply 
hasn't  been  able  to  cut  it,  despite  its 
tax-free  status.  It  lost  $2  million  last 
year.  At  the  same  time,  the  profit  has 
suddenly  gone  out  of  the  book  divi- 


sion, perhaps  because  there  are  limits 
on  how  many  coffee-table  books  even 
the  Geographic  can  market.  Mail  or- 
der isn't  working  so  well  anymore  for 
the  Geographic. 

Meanwhile,  the  flagship  magazine 
seems  to  have  hit  a  ceiling.  A  relative- 
ly modest  $3  increase  in  "dues" — i.e., 
the  magazine's  basic  subscription 
price — to  $21  in  1990  led  to  a  worri- 
some drop  in  circulation,  from  10.9 
million  in  1989  to  about  10  million 
this  past  year.  "Every  time  we  raise 
the  dues,  the  membership  takes  a 
drop,"  says  Treasurer  Alfred  Hayre. 
"Normally  it  comes  back  to  its  origi- 
nal level.  This  time  it  hasn't  recov- 
ered yet." 

All  these  worries  explain  not  only 
the  Geographic's  relatively  modest 
bout  of  cost-cutting  but  the  determi- 
nation with  which  it  is  attacking  tele- 
vision. Says  Grosvenor:  "I  wouldn't 
want  to  suggest  print  media  will  dis- 
appear altogether,  but  I'll  bet  my  suc- 
cessor will  see  the  day  when  we  offer 
some  combination  of  printed  publica- 
tion and  electronic  device  that  pro- 
duces a  visual  image." 

And  will  his  successor  be  another 
Grosvenor?  Don't  write  the  possibili- 
ty off.  Gil  Grosvenor's  children  are 
only  20,  1 7  and  10,  but  Gil  Grosvenor, 
at  59,  is  under  no  pressure  to  retire 
anytime  soon.  ■ 
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By  latching  on  to  a  California  trend, 
Osaka  s  Shimano  brothers  have  become 
very^  wealthy  and  a  major  force  in  bicycles. 

Three  men  and 
a  derailleur 


By  Hiroko  Katayama 


As  ONE  OF  its  more  important  raw 
materials,  mud  is  imported  by 
b  Japanese  exporter  Shimano  In- 
dustrial Co.  Shimano  brings  in  the 
stuff  from  various  American  states, 
European  countries  and  elsewhere. 

Mud?  But  of  course!  With 
revenues  now  shooting  past  $1 
billion,  Shimano  has  ridden 
the  boom  in  mountain  bikes 
to  become  the  world's  largest 
manufacturer  of  bicycle  derail- 
leurs,  brakes  and  other  compo- 
nents. Shimano  imports  global 
varieties  of  mud  to  test  its 
parts  under  regional  off-road 
conditions. 

Mud  at  one  end,  image-en- 
hancement at  the  other.  Eu- 
rope, for  example,  is  now  the 
fastest-growing  mountain 

bike  market.  In  design-con- 
scious Milan,  Shimano  en- 
couraged the  bicycle  makers 
who  used  Shimano  compo- 
nents to  display  their  bikes, 
replete  with  Shimano's  parts, 
in  the  windows  of  Milan's  chic 
clothing  boutiques.  Thus  are 
the  otherwise  prosaic  derail- 
leur gear  and  chainwheel  be- 
coming fashion  items. 

Behind  this  innovative  com- 
pany   are    the    brothers    Shi-     

mano.  President  Shozo  Shimano,  63, 
looks  after  company  finances.  Vice 
President  Keizo  Shimano,  58,  is  in 
charge  of  design  and  engineering.  Yo- 
shizo  Shimano,  56,  is  head  of  overseas 
operations. 

It  was  youngest  brother  Yoshizo 
who  spotted  the  fad  that  gave  the  trio 
their  chance  to  take  on  the  estab- 
lished bicycle  components  makers — 
Japan's  Suntour  and  Italy's  Campa- 
gnola.  Yoshizo  was  living  in  southern 
California   in   the   late    1970s.   Ten- 


speed-bike  sales  had  already  pla- 
teaued.  But  Shimano  noticed  that  fa- 
natical California  cyclists  were  racing 
specially  geared,  custom-made  moun- 
tain bikes  up  and  down  hillsides.  The 
cycling  was  fun  but  the  bikes  were 
crude,  so  Shimano  told  his  brothers 
back  in  Osaka  to  see  if  their  research- 


Brother  Keizo,  head  of  Shimano 's  design  and  engineering 
Pursuing  a  dream  got  80%  of  the  market. 


ers  could  come  up  with  something 
more  refined. 

The  Shimanos  came  up  with  a  15- 
speed  bicycle  in  1982,  and  later  a  21- 
speed  version,  today  the  mainstay  of 
mountain  bikes.  Just  as  important, 
the  brothers  developed  a  new  way  to 
shift  the  gears  without  the  cyclist's, 
having  to  let  go  of  the  handlebars,  as 
was  necessary  with  the  ten-speed  de- 
railleur gears.  The  Shimanos  quickly 
followed  this  innovation  with  a  com- 
puter-designed,    elliptically    shaped 


chainwheel,  which  increases  pedaling 
efficiency  and  reduces  biker  fatigue. 
Other  improvements  followed.  "We 
always  pursue  a  dream  bicycle,"  says 
Keizo  Shimano. 

That  single-minded  pursuit  has 
gained  for  Shimano  Industrial  an  esti- 
mated 80%  share  of  the  market  for 
mountain  bike  derailleurs,  brakes, 
pedals,  hubs,  chainwheels  and  free- 
wheels. Today  its  parts  account  for 
around  30%  of  the  value  of  a  moun- 
tain bike.  Sales  of  these  bikes  began  to 
boom  in  the  U.S.  in  the  mid-1980s,  in 
Europe  in  1987  and  in  Japan  in  1989. 
Worldwide  sales  of  mountain  bikes 
more  than  tripled  between  1988  and 
1990,  to  13  million  units,  and  are  ex- 
pected to  exceed  17  million  in  1991. 

Don't  confuse  these  bikes  with 
cheap  ten-speeds.  The  typical  moun- 
tain bike  sells  for  around  $350;  many 
models  cost  upwards  of  $700  and  can 
reach  $1,500  [Forbes,  June  25,  1990]. 
Shimano  supplies  all  the  major  bi- 
cycle assemblers  in  the  U.S.,  Europe 
and  Asia,  from  Cannondale  and  Trek 
to  Schwinn  and  Peugeot.  This  broad 
reach  enables  it  to  shape  as 
well  as  supply  the  market. 
Keizo  Shimano  compares  his 
company  to  kuroko,  the  kahuki 
stage  assistants  who  change 
the  set  and  clothes  of  actors. 
"We  are  kuroko  for  mountain 
bike  makers,"  he  says. 

The  Shimanos  are  also  rich. 
Tokyo  security  analysts  esti- 
mate that  Shimano's  net  earn- 
ings tripled  last  year,  to  $50 
million,  and  will  top  $80' mil- 
lion in  1991.  Even  on  a  de- 
pressed Tokyo  Stock  Ex- 
change, Shimano  stock  recent- 
ly sold  at  a  record  high, 
valuing  the  Shimano  family's 
21%  stake  at  $560  million. 

The  challenge,  of  course,  is 
keeping  the  momentum  going. 
Mountain  bikes  already  ac- 
count for  half  the  bikes  sold  in 
the  U.S.  and  Europe. 

The  Shimano  brothers  are 
addressing  the  challenge  by 
buying  more  mud  and  chan- 

neling    ever    more    resources 

into  research  and  product  develop- 
ment. Indeed,  fully  one-fourth  of  the 
company's  870  employees  work  in  re- 
search and  development.  The  Shi- 
manos have  them  working  on  new 
materials  to  lighten  the  bicycle,  and 
on  a  soft-touch  derailleur  tailored  to 
female  cyclists. 

After  that?  "I'm  still  watching  the 
West  Coast  market,"  says  Keizo  Shi- 
mano. "There  is  originality  there." 
But  isn't  it  ironic  that  the  California 
trends  are  provisioned  from  Osaka?  ■ 
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The  growing  returns  on  America's 
investment  in  nuclear  energy. 


By  generating  electricity  with  nuclear  energy, 
instead  of  imported  oil,  the  U.S.  has  displaced 
4.3  billion  barrels  since  the  1973  oil  embargo. 
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What  We  Would  Have  Paid 

Without  Nuclear  Energy 

($315  billion) 


What  We  Actually  Paid 
($190  billion) 


Since  1973,  nuclear  energy  has  cut  America's 
foreign  oil  payments  by  $125  billion,  and 
continues  to  save  $13  million  a  day. 


100% 


Greenhouse  Gas  Emissions 


Nuclear  energy  cuts  greenhouse  gas  emissions 
from  utilities  by  20%  and  helps  reduce  airborne 
pollutants  by  over  19,000  tons  every  day. 
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U.S.  Electricity  Sources 


Nuclear  energy  is  our  second  largest  source  of 
electricity,  enough  to  light  over  half  the  homes 
in  the  U.S.  Growing  needs  call  for  even  more. 


For  more  information  about  nuclear  energy,  write: 
U.S.  Council  for  Energy  Awareness,  P.O.  Box  66080,  Dept.  1109,  Washington,  D.C.  20035. 
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The  Up  &  Comers 


By  Fleming  Heeks 


Ideas 


What  became  of  all  those  affluent  kids  who 
fled  to  Vermont  in  the  Seventies?  Some  are 
lauyers,  others  carpenters.  Ed  Behr  writes 
about  what  interests  him  most— food. 

Eating  well  and 
telling  the  tale 


The  Art  of  Ealing's  Edward  Bchr 

"The  best  marketing  I  can  do  is  to  put  out  a  good  product  on  time." 


USTARD,"  SAYS  Edward  Behr, 
staring  earnestly  at  his  com- 
puter screen,  "is  going  to  be 
tough." 

Behr,  39,  writes,  illustrates  and 
publishes  The  Art  of  Eati>ig.  a  tiny  (cir- 
culation 800)  quarterly  newsletter, 
from  his  home  in  Peacham,  Vt.  Push- 
ing aside  a  sheaf  of  notes  and  six  jars 
of  obscure  English  mustards,  the  for- 
mer carpenter  begins  to  wax  enthusi- 
astic about  the  spicy  condiment.  Vir- 
tually all  of  the  world's  mustard  seed 
grows  in  the  plains  provinces — Sas- 
katchewan and  Manitoba — of  Cana- 
da. But  the  French  have  long  since 
overtaken  the  once-dominant  English 
in  the  prepared  mustard  trade.  Why? 
The  answer  will  no  doubt  crop  up  as 
a  brief  aside  in  an  essay  on  mustard  in 
the  forthcoming  winter  issue  of 
Behr's  four-year-old  newsletter.  Other 
subjects  to  which  he'll  apply  his  skill- 
ful "more-than-you-ever-wanted-to- 
know  approach":  bread 
and  country  ham.  Past 
issues  have  featured  es- 
says, with  long  histori- 
cal and  scientific  digres- 
sions, on  salmon,  apples, 
roast  beef  and  black  pep- 
per. In  a  five-page  1989 
essay  on  carrots,  Behr  di- 
gressed engagingly  on 
the  physiology  of  the 
tastebuds  and  the  psy- 
chology of  taste. 

Behr  grew  up  in  Chevy 
Chase,  Md.,  dropped  out 
of  Vermont's  Benning- 
ton College  in  1972  and 
then  drifted  into  carpen- 
try. After  tiring  of  bang- 
ing nails,  Behr,  who  had 
previously  written  a  few 
freelance  articles  for  a 
building  trades  maga- 
zine, decided  to  write 
about  the  thing  that  in- 
terested him  most — 
food.  From  friends  and 
family  he  got  the  names 
of  600  potential  sub- 
scribers. He  sent  them 
his  first  issue  and  a  sub- 
scription form  in  No- 
vember 1986.  Only  32 
sent  back  money. 

The  son  of  a  retired 
Wall  Street  Journal  editor, 
Behr  kept  at  it,  support- 
ing the  business  with 
personal  savings  and 
help  from  his  family  un- 
til the  newsletter  began 
to  support  itself.  Sitting 
at  his  kitchen  table  on  a 
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Eating  u 
Coming 


cold  morning  in  late  De- 
cember, he  toted  up  the  en- 
tries in  his  checkbook.  To 
his  surprise,  he  found  that 
1990  revenues  were  nearly 
$24,000,  up  over  100% 
from  the  previous  year. 
Costs — the  largest  of  which 
($3,780)  was  a  series  of  four 
small  ads  in  the  New  Yorker 
in  November — were  just 
over  $12,000. 

On  hearing  the  good 
news,  Behr's  live-in  girl- 
friend, Grace  DiNapoli,  got 
interested.  "I  want  to  know 
where  the  other  12  grand 
is,"  she  laughed.  DiNapoli, 
38,  a  New  York  City  native 
who  moved  to  Vermont  18 
years  ago  and  joined  a  com- 
mune, runs  a  print  shop  in 
nearby  St.  Johnsbury  and 
prints  Behr's  elegant-look- 
ing 12-page  newsletter  at 
half  price.  

These  days  Tlje  Art  of  Eating's  paid- 
subscriber  rolls  include  food  luminar- 
ies like  Julia  Child,  Chez  Panisse- 
owner  Alice  Waters  and  cookbook 
writer  Marion  Cunningham.  "I  enjoy 
it  very  much,"  says  Child.  "Most 
cooking  magazines  can't  be  very  seri- 
ous because  they  have  to  attract  large 
numbers  for  their  advertisers." 

How  does  Behr  sell  his  quirky 
newsletter?  His  ads  in  the  Netv  Yorker 
brought  in  175  subscriptions,  at  $22 
apiece,  in  1989.  But  responses  last 
year  were  under  150.  Shrugs  Behr:  "1 
think  we  might  have  been  over  200 
had  the  economy  been  better." 

But  Behr's  chief  marketing  tool  is 
word  of  mouth.  Unsolicited  articles 
and  mentions  in  the  New  York  Times, 
Vogue,  New  England  Monthly  and  Food 
&  Wine  last  year  generated  200  sub- 
scriptions, he  calculates.  Nearly  half 
of  his  subscriptions  are  gifts.  Renew- 
als run  at  a  healthy  50%.  And  a  collec- 
tion of  his  essays  due  out  next  Christ- 
mas from  Atlantic  Monthly  Press 
promises  even  more  exposure. 

Behr  picks  his  subjects  based  on  his 
own  eclectic  interests  and  whims. 
"It's  either  a  subject  I  know  well  and 
have  something  to  say  about,  or  it's 
something  I  wish  I  knew  about  or 
think  I  ought  to  know  about,"  he  says. 
His  research  is  done  by  poring  over 
obscure  texts  and  tracking  down  ex- 
perts on  the  phone. 

For  a  five-page  piece  on  vanilla, 
Behr  went  to  a  19th-century  journal 
from  a  British  botanical  garden  to 
learn  that  Hernando  Cortes  was  the 
first  European  to  taste  vanilla,  having 
been  offered  a  cup  of  vanilla-flavored 
chocolate  by  Aztec  Emperor  Monte- 


'f //  «  the  best  rei  enge 
soon:  country  ham,  mustard  and  bread 


zuma  11  in  1520.  Conversations  with 
vanilla  growers  and  importers  re- 
vealed that  Coca-Cola  uses  Madagas- 
car-grown vanilla  for  Classic  Coke 
but  cut  it  from  the  formula  for  new 
Coke  to  save  money.  And  Behr  chat- 
ted with  the  director  of  spice  procure- 
ment at  McCormick  &.  Co.  to  learn 


about  the  fine  points  of  va- 
nilla processing. 

While  Behr's  phone  bill 
came  to  around  $900  last 
year,  his  travel  expenses 
were  a  paltry  $350,  "mainly 
trips  to  Burlington  and 
back,"  he  says,  to  use  the 
University  of  Vermont's  li- 
brary. "As  soon  as  I  started 
doing  this,"  says  Behr,  who 
used  to  travel  to  Europe  reg- 
ularly on  his  carpenter's 
wages,  "I  became  a  finan- 
cial prisoner  of  my  job." 

"With  the  newsletter," 
says  DiNapoli,  "comes 
binge  eating."  She  remem- 
bers weeks  of  wild  boar 
fondly,  though  she  ex- 
presses much  less  enthusi- 
asm for  a  salt  cod. 

Behr,  who  claims  no 
skills  at  business,  says  he's 
thinking  about  a  drive  to 
lure  back  lapsed  subscrib- 
ers. But  he  eschews  plans  to  roll  out 
any  big  direct-mail  campaign.  To  do 
that,  he  explains,  would  take  big  mon- 
ey—at least  $10,000.  "The  best  mar- 
keting I  can  do,"  he  says,  "is  to  put 
out  a  good  product  on  time." 

Behr  knows  more  about  business 
than  he  lets  on.  ■ 


The  Up  &  Comers 


Phenoms 


Move  over,  MTV.  The  Discover}^  Channel  is 
proving  that  cable  television  doesn  V  have 
to  be  an  intellectual  wasteland. 


Mind  over 
rock  videos 


By  Kathryn  Harris 


WHOLESOME  IDEAS  and  slow- 
talking  entrepreneurs  don't 
always  finish  last.  Case  in 
point:  John  Hendricks,  a  former  col- 
lege fundraiser  who  launched  an  edu- 
cational cable  television  network  in 
1985  featuring  elephants,  sharks  and 


scientific  inventions. 

To  nearly  everyone's  astonishment, 
Hendricks'  Discovery  Channel  now 
reaches  more  U.S.  homes  than  Via- 
com International-owned  mtv,  the 
mind-numbing  music  video  network. 
Out  of  70  ad-supported  cable  tv  net- 
works. Discovery  ranked  sixth  last 
year  in  distribution,  reaching  97%  of 
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Van  Kampen  Merritt  Short-Tfenn  Global  Income  Fund 


Higher  returns  on  quality,  short-term  investments  are 
often  found  outside  of  the  United  States.  We  can  help  you 
take  advantage  of  this  situation  with  the  new  Van  Kampen 
Merritt  Short-Tferm  Global  Income  Fund.  It  invests  in 
high-quality,  short-term  foreign  and  domestic  securities 
denominated  in  various  currencies  from  stable  industrial 
nations.  So  you  can  diversify  your  portfolio  and  help 
reduce  your  exposure  to  fluctuations  in  U.S.  interest  rates. 
The  result  can  be  a  more  stable  net  asset  value  than  a 
longer-term  global  bond  fund— and  you  can  benefit  from 


favorable  market  conditions  aU  around  the  world,  not  just  here. 

As  the  sponsor  of  over  $25  billion  in  unit  trusts  and  mu- 
tual funds.  Van  Kampen  Merritt  has  a  wealth  of  experience 
delivering  timely  investments  such  as  this. 

It's  a  big  world  out  there.  Turn  it  into  a  big  opportunity 
for  you.  Ask  your  investment  representative  for  a 
prospectus  containing  more  complete  information, 
including  charges  and  expenses.  Or  call, 
1-800-DIAL-VKM,  ext.  1201.  Please  read  the 
prospectus  carefully  before  you  invest  or  send  money. 


Van  Kampen  Merritt 

A  XEROX  Financial  Services  Company 
Investing  with  a  sense  of  direction 


Although  the  Fund's  net  asset  value  will  fluctuate  as  a  result  of  changes  in  currency  exchange  rates,  the  Fund  will  seek  to  minimize  these 
fluctuations  by  maintaining  a  portfolio  of  investments  that  is,  on  the  whole,  relatively  neutral  to  fluctuations  in  the  value  of  the  U.S.  dollar 
(relative  to  an  aggregate  of  the  currencies  of  major  industrialized  countries).  In  addition,  the  Fund  intends  to  engage  in  hedging  and  risk 
management  trar\sactions  to  seek  to  minimize  fluctuations  in  net  asset  value  which  are  due  to  changes  in  currency  exchange  rates.  The 
principal  value  and  investment  return  of  Fund  shares  will  vary  with  market  conditions  and  may,  when  sold,  be  more  or  less  than  at  the 
time  of  purchase.  ®denotes  registered  trademark  of  Van  Kampen  Merritt 
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the  country's  54.9  mil- 
lion cable  subscribers. 

Discovery  offers  non- 
fiction  programming  18 
hours  a  day  on  history, 
science  and  technology, 
as  well  as  nature,  adven- 
ture and  exploration. 
Advertisers  like  the  in- 
tellectual and  family  ori- 
entation of  these  kinds 
of  show^s.  They  also  like 
the  fact  that  Discovery 
attracts  male  viewers 
who  typically  watch  less 
television;  in  1990  pri- 
vately held  Discovery's 
ad  revenue  jumped  near- 
ly 60%.  Discovery  also 
collects  revenue  from 
cable  operators  who  pay 
a  license  fee  for  the  pro- 
gramming. Paul  Kagan 
Associates  forecasts 

1991  revenues  at  $100 
million,  up  from  an  esti- 
mated $70  million  in 
1990. 

The  network  delights 
the  cable  industry  not 
only  because  its  whole- 
some programs  can  be 
paraded  before  franchis- 
ing authorities  but  be- 
cause Hendricks  "came 
out  of  nowhere,"  says 
DDB  Needham  ad  execu- 
tive Bart  McHugh. 

By  early  1989,  when 
four  cable  tv  operators 
bought  out  the  original 
investors  (except  Hen- 
dricks, who  sold  half  of 
his  4%  stake).  Discov- 
ery's value  had  risen  to     

$300  milliofi.  Hendricks  says  Discov- 
ery might  fetch  $450  million  now. 

Not  that  the  current  owners  have 
any  plans  of  selling.  Why  should  they, 
given  Hendricks'  ability  to  keep  com- 
ing up  with  new  ways  to  capitalize  on 
Discovery's  franchise? 

From  the  outset,  Hendricks  insisted 
on  publishing  a  magazine  to  accompa- 
ny the  network's  programming. 
While  Whittle  Communications  met 
criticism  for  its  ad-supported  current 
events  television  program  in  the  na- 
tion's classrooms.  Discovery  began 
offering  an  ad-free  hour  of  classroom 
fare  in  September  1989.  Discovery  has 
also  licensed  its  programming  in  parts 
of  Europe  and  Japan,  and  recently 
reached  an  agreement  in  principle 
with  Korea.  Some  programs  are  sold 
on  videocassettes;  next  month  Dis- 
covery will  begin  selling  interactive 
videodiscs.  The  company  may  also 
build  a  science-oriented  theme  park. 


Discover}'  ChcDUwl  I'residoit  Ruth  Qtle  icith  ClxiiiDiaii  Jolni  I  Icuclrkk^. 
Otte  left  MTV  to  help  build  the  all-documentary  network. 


The  1990  spec/ill  "Arcihia — Sand.  Sea  and  Shy"  tt)id  'Winf^s'  series 
Attracting  hard-to-reach  male  viewers. 


All  this  represents  a  giant  stride 
from  Hendricks'  impoverished  home- 
town of  Matewan,  W.  Va.,  where  his 
father  and  grandfather  built  homes  for 
coal  miners.  By  1958  work  was  so 
scarce  that  Hendricks'  father  moved 
the  family  to  Huntsville,  Ala.,  where 
the  space  program  had  set  off  a  build- 
ing boom.  Hendricks  grew  up  watch- 
ing Walter  Cronkite-narrated  docu- 
mentaries The  20th  Centuiy  and  The 
21st  Century,  cbs  staples  from  1957  to 
1970.  Later,  as  a  history  major  on  the 
Huntsville  campus  of  the  University 
of  Alabama,  Hendricks  honed  his 
writing  skills  and  won  the  attention 
of  the  university  president,  who  made 
him  a  fundraiser.  In  1974  Hendricks 
accepted  a  similar  post  at  the  Univer- 
sity of  Maryland,  and  later  moved  into 
consulting. 

The  idea  for  the  Discovery  Channel 
came  in  1982,  after  an  American  Uni- 
versity professor  sought  Hendricks' 


help  in  trying  to  distrib- 
ute a  documentary  on 
great  religions  to  other 
colleges.  As  he  investi- 
gated, Hendricks  was 
struck  by  the  abundance 
of  documentaries  gath- 
ering dust. 

To  mine  the  lode,  he 
formed  Discovery's  par- 
ent. Cable  Educational 
Network,  Inc.  But  find- 
ing financial  backers 
took  time.  Hendricks 
borrowed  against  his 
house  and  invested  near- 
ly $300,000;  as  an  entre- 
preneur "you  get  ob- 
sessed," Hendricks 
warns.  Finally,  in  1985, 
he  raised  $2  million 
from  Allen  &.  Co.,  New 
York  Life  Insurance,  30- 
odd  individuals  and  ven- 
ture capital  firms,  and 
received  another  $2  mil- 
lion six  months  after  the 
launch. 

Calamity  struck  in 
early  1986,  when  the 
biggest  potential  back- 
er— San  Francisco-based 
Chronicle  Publishing 
Co. — backed  out  of  a 
plan  to  invest  $6  million 
for  a  40%  stake  in  Dis- 
covery. But  four  cable 
operators,  led  by  John 
Malonc's  Tele-Commu- 
nications Inc.,  the  na- 
tion's largest  cable  sys- 
tem operator,  invested 
$20  million  after  Dis- 
covery   started    offering 

an  unusual  incentive:  It 

would  share  a  portion  of  its  ad  reve- 
nues in  return  for  operators'  paying  a 
nickel  a  month  per  subscriber. 

With  financing  secured,  Hendricks 
recruited  Ruth  Otte  from  mtv  to  serve 
as  president  and  chief  operating  offi- 
cer. Under  Otte,  Discovery's  payroll 
has  climbed  to  215;  last  month  opera- 
tions were  moved  from  cramped  quar- 
ters in  Landover,  Md.  to  roomier  of- 
fices in  Bethesda. 

Hendricks  must  walk  a  narrow  line: 
Discovery  could  alienate  its  core  au- 
dience if  it  commercializes  its  pro- 
gramming too  much  to  get  more 
viewers.  But  Hendricks  says  his  big- 
gest challenge  is  building  a  film  li- 
brary. This  would  enable  Discovery  to 
profit  from  new  markets  and  protect 
itself  from  price  increases.  But  already 
Hendricks  has  proved  that  intelligent 
cable  TV  programming  can  compete 
strongly  against  rock  videos  and  other 
raucous  fare.  ■ 
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THE  BOYS  PLAYED 
THEIR  HEARTS  OUT," 

said  a  disappointed 
coach  Nielsen  after 
the  big  game.  The 

Saxons,  in  a  tight,  nail-biting 
finish  were  eliminated  from 
the  area  tournament  finals.  "It 
was  a  gutsy  effort,  we're  all  real 
proud,"  said  the  coach. 

In  the  locker  room  the  boys 
weren't  in  the  mood  to  do 
much  talking.  "Well  I'm  glad 
you  took  that  photograph 
before  the  game,"  joked  Darren 
Sato,  the  captain.  "Right  now 
we  look  more  like  a  bunch  of 
undertakers!"  He  was  full  of 
praise  for  the  coach.  "He's 
super-dedicated.  He  not  only 


whipped  us  into  shape,  he  also 
organized  the  whole  event." 
Needless  to  say,  it  ran  like 
clockwork. 

We  have  to  admit  that  all  of 
us  at  Toyota  were  rooting  for 
North  High.  Even  though  we 
had  sponsored  the  tournament. 


we  couldn't  help  but  be  biased. 

Because  North  High 
happens  to  be  our  adopted 
school. 

While  we're  happy  to 
provide  the  kind  of  support 


that  puts  balls  into  baskets,  it's 
only  a  s  m  all  p  a  r  t  o  f  o  u  r 
commitment. 

Among  other  things,  we 
have  donated  summer  sc  hool 
scholarships  and  provided 
Iran's  port  for  the  wrestling 
team,  ((io  team!)  This  year, 
To  y  o  t  a  employees  will  also 
tutor  pupils  and  give  career 
guidance. 

We're  also  participating  in 
meetings  with  parents  and 
teachers  to  discuss  new  ideas. 

Including  how  we  can 
help  North  High  win  the 
championship  next  year.  And 
the  year  after.  And  the  year 
after  that.  And  the  year... 

TOYOTA 

INVESTING  IN  THE  INDIVIDUAL 
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Fidel  Castro  'sfall  mil  be  a  blessing  for  Cubans, 
but  the  manner  of  his  fall  and  what  replaces 
him  are  messy,  dangerous  questions. 


Can  Cuba  have  a 
velvet  revolution? 


By  William  Tucker 


Fl  OR  30  YEARS  the  U.S.'  Cuban 
policy  has  been  dominated  by  a 
single  question:  How  do 
we  get  rid  of  Fidel  Castro?  That  prob- 
lem is  now  passe.  The  same  tide 
that  dumped  Romania's  Nicolae 
Ceaucescu  and  other  socialist  lumi- 
naries into  history's  dustbin  will 
probably  take  care  of  the  bearded  ty- 
rant before  long. 

Yet  now  a  different  and  much  more 
subtle  foreign  policy  question  arises: 
What  happens  when  Fidel  does  finally 
leave  the  stage?  Will  he  leave  peace- 
fully or  in  a  hail  of  lead?  Will  his 
successors  purge  the  socialist  poison 
from  the  country?  Or  will  they 
founder  in  a  Nicaragua-type  compro- 
mise where  neither  side  prevails?  Will 


he  be  replaced  by  a  stable  regime  or  an 
unstable  one? 

"Will  Cuba  go  the  way  of  Roma- 
nia?" asks  Elliott  Abrams,  assistant 
secretary  of  State  for  international  af- 
fairs during  the  Reagan  Administra- 
tion. "Can  we  avoid  another  Tianan- 
men Square?  These  questions  will 
have  enormous  implications  for 
American  foreign  policy." 

Perhaps  no  one  has  given  the  matter 
more  thought  than  has  the  Cuban- 
American  exile  community,  which 
has  become  a  powerful  economic  and 
social  force  in  the  Miami  area.  One  of 
the  most  successful  immigrant 
groups  ever  to  come  to  America,  the 
Cuban-Americans — there  are  roughly 
1  million  of  them  all  told — are  prim- 
ing themselves  to  carry  prosperity 
back  to  their  native  island. 
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Joriie  Mci.s  i.niKjsci.  slxuloiivd  hy  prophet  of  Cuhcvi  iiukpouknicc,  Jose  Mcirli 
"Here  is  my  card,  Mr.  President.  Call  me  in  Miami  when  you're  ready. 


"We  are  the  West  Germany  of  Cu- 
ba," says  lorge  Mas  Canosa,  referring 
to  his  fellow  exiles  prospering  in  the 
U.S.  Mas  Canosa  is  founder  of  the 
Cuban  American  National  Founda- 
tion, which  is  now  playing  a  promi- 
nent role  in  American  policy  toward 
Cuba.  He  hopes  his  community  in  the 
U.S.  can  use  its  capital,  its  contacts 
and  its  knowhow  to  do  for  the  island 
what  West  Germany  is  currently  do- 
ing for  East  Germany. 

"Two  months  ago  I  was  in  Finland 
and  ran  into  another  Cuban-Ameri- 
can from  Miami,"  recounts  Mas  Ca- 
nosa. "  'What  are  you  doing  over 
here?'  I  asked  him.  'I'm  buying  an 
oceangoing  ferry  boat,'  he  said.  'I'm 
going  to  have  the  first  boatload  of 
supplies  in  Havana  harbor  when  Cas- 
tro falls.'  " 

Mas  Canosa  cites  this  as  typical  of 
Cuban-American  drive  and  enthusi- 
asm for  helping  to  rebuild  Cuba.  A 
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Reeling  toward  energy  self-sufficiency  and.  the  19th  century. 


wealthy  Miami  construction  and 
heavy-equipment  entrepreneur,  Mas 
Canosa  thinks  his  native  land  can  be- 
come a  bastion  of  free  trade  and  free 
enterprise.  To  shepherd  the  island 
through  the  early  days  of  its  transition 
from  socialism,  the  Cuban  American 
National  Foundation,  v/hich  claims 
over  100,000  members,  has  already 
draw^n  up  ambitious  plans  for  a  45-day 
emergency  shipment  of  food,  medical 
and  industrial  supplies  that  would  get 
the  nation  up  and  running  again  after 
a  Castro  downfall.  Mas  Canosa  claims 
to  have  nearly  a  dozen  major  Ameri- 
can corporations  lined  up  to  help  out. 
(Several  companies,  which  asked  not 
to  be  identified,  said  they  are  interest- 
ed but  have  made  no  firm  commit- 
ments yet.) 

Mas  Canosa's  talk  of  rescue  from 
outside  worries  other  influential  Cu- 
ban-American leaders.  "For  better  or 
worse,  the  future  of  Cuba  is  going  to 


be  decided  by  the  people  living  on  the 
island,"  says  Arturo  Villar,  publisher 
of  Vista,  a  Miami-based  Hispanic- 
American  magazine.  "By  promoting 
the  sense  that  an  overthrow  of  Fidel 
Castro  means  the  triumphant  return 
to  Havana  by  the  Miami  exiles,  the 
Cuban  American  National  Founda- 
tion IS  only  increasing  the  chances 
that  events  in  Cuba  will  eventually 
turn  violent." 

The  one  thing  all  sides  do  agree  on 
IS  that  Cuba's  bare-bones  economy  is 
fast  losing  what  little  flesh  it  pos- 
sessed. On  fan.  1  the  Kremlin  was 
supposed  to  begin  paying  world  prices 
for  Cuba's  sugar,  eliminating  a  subsi- 
dy that  had  provided  Cuba  with  an 
estimated  $2  billion  worth  of  Soviet 
goods  each  year.  Cuba  will  also  have 
to  start  paying  world  prices  for  oil 
from  the  Soviet  Union.  Until  1986, 
selling  surplus  Soviet  oil  was  Cuba's 
major  source  of  hard  currency  earn- 


ings. Now  oil  is  scarce.  As  a  result, 
Cuba's  hard  currency  reserves  have 
dwindled  to  $65  million,  enough  to 
buy  perhaps  three  weeks'  supply  of  oil 
and  other  hard  currency  goods. 

In  November  Castro  decreed  that 
Havana  office  workers  will  make 
"voluntary"  21 -day  excursions  into 
the  countryside  to  help  harvest  sugar 
and  other  crops.  Oxen  are  replacing 
tractors  in  the  field.  Bicycles  will  sup- 
plant buses  on  the  road.  Cuba  is  reel- 
ing toward  the  19th  century. 

As  they  have  been  for  30  years,  rice 
and  beans,  staples  of  the  Cuban  diet, 
are  rationed.  Other  consumer  items 
are  available  only  in  the  government- 
owned  "parallel  markets,"  where 
prices  are  absurdly  high.  But  now 
even  these  outlets  are  closing.  El  Cen- 
tro,  a  huge  Havana  market  that  was 
once  a  Sears,  Roebuck,  was  reportedly 
reduced  to  carrying  only  horse  meat 
and   calf   bones   before   shutting   its 
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doors  in  November.  By  December, 
gasoline  lines  in  Havana  stretched  for 
blocks  while  drivers  waited  two  hours 
to  refuel. 

Not  everyone  suffers.  The  Dollar 
and  Techno  stores  continue  to  supply 
luxury  goods  to  tourists  and  elite  par- 
ty officials,  who  are  allowed  to  hold 
hard  currency.  The  penalty  to  the  av- 
erage Cuban  for  holding  foreign  cur- 
rency, on  the  other  hand,  is  two  to 
five  years  in  jail. 

Castro  seems  worried  about  his  grip 
on  the  populace.  Susan  Kaufman  Pur- 
cell,  vice  president  for  Latm  Ameri- 
can affairs  at  the  Americas  Society, 
reports  that  last  year  a  top  military 
official  was  put  in  charge  of  Cuba's 
Committees  for  the  Defense  of  the 
Revolution,  the  neighborhood  organi- 


widely  regarded  as  an  effort  by  Castro 
to  eliminate  a  potential  political  rival. 
Ochoa  had  a  loyal  following  among 
the  military,  and  the  trial  has  proba- 
bly raised  questions  of  Castro's  legiti- 
macy there  as  well." 

But  Castro's  demise,  like  that  of 
Eastern  European  tyrants,  wouldn't 
necessarily  guarantee  Cuba  a  happy 
future.  The  various  factions  compet- 
ing to  succeed  Castro  could  become 
embroiled  in  a  civil  war.  "Until  the 
Ochoa  trial,  I  thought  the  peaceful 
revolution  that  occurred  in  most  of 
Eastern  Europe  might  be  possible  in 
Cuba  as  well,"  says  Betancourt. 
"Now  I  don't  think  so.  There  are  too 
many  scores  to  settle." 

Should  a  civil  war  break  out,  south 
Florida  would  be  flooded  with  more 
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zations  that  cooperate  with  the  au- 
thorities in  monitoring  people's  be- 
havior. Purcell:  "This  indicates  a 
growing  lack  of  confidence  in  civilian 
loyalty." 

"It's  remarkable  how  much  like  an 
18th-century  monarchy  Cuba  has  be- 
come," says  Ernesto  Betancourt,  a 
member  of  Castro's  government  in 
1959  who  defected  when  the  revolu- 
tion turned  communist  and  now  runs 
a  consulting  firm  in  Washington.  "Ev- 
eryone knows  things  are  wrong,  but 
no  one  dares  blame  Castro  himself.  It 
is  always  Fidel's  administrators  and 
assistants  who  are  seen  as  the  cause  of 
the  problem." 

Purcell  thinks  this  could  change 
and  that  the  army  itself  could  topple 
Castro.  She  says:  "Last  year's  Sta- 
linesque  show  trial  of  General  Ar- 
naldo  Ochoa  Sanchez  [who  was  exe- 
cuted for  alleged  drug  smuggling]  was 


waves  of  refugees.  An  incident  like 
Tiananmen  Square  could  bring  enor- 
mous pressure  from  the  Cuban- Amer- 
ican community  for  the  U.S.  to  inter- 
vene. Yet  U.S.  military  intervention 
might  well  set  off  the  whole  "Yankee 
Go  Home"  syndrome  that  fueled  the 
Cuban  revolution  in  the  first  place. 

Do  the  Miami  exiles  represent  the 
people  who  stayed  behind?  The  Mi- 
ami-based Cuban  American  National 
Foundation  recently  raised  hackles 
when  it  sided  against  twice-impris- 
oned Cuban  dissident  Gustavo  Arcos 
in  a  public  spat  between  Arcos  and 
Armando  Valladares,  author  oiAgaitu^t 
All  Hope,  who  spent  22  years  in  Cas- 
tro's prisons. 

Here's  what  happened:  Last  sum- 
mer Arcos — who  has  refused  to  leave 
his  native  land — called  for  a  three- 
way  discussion  on  Cuba's  future 
among  Castro,  the  small  community 


of  Cuban  dissidents,  and  the  Miami 
exiles.  Predictably,  Castro's  govern- 
ment said,  "No."  But  the  proposal 
was  even  more  roundly  condemned 
by  Valladares,  who  fled  Cuba  in  1982 
and  now  serves  as  U.S.  representative 
to  the  United  Nations  Commission 
on  Human  Rights.  Valladares  called 
any  suggestion  of  talks  with  Castro  an 
act  of  "treason" — a  judgment  that 
CANF  quickly  supported. 

"I  think  the  foundation  [canf] 
made  a  big  mistake  by  not  supporting 
Arcos'  proposal,"  says  Elliott  Abrams. 
"He  is  not  only  a  very  brave  man,  he  is 
also  a  potential  provisional  president 
of  Cuba." 

Arturo  Villar,  publisher  of  Vista, 
agrees  with  Abrams,  saying:  "canf  is 
setting  a  very  dangerous  course  by 
refusing  to  deal  with  opposition 
groups  in  Cuba.  You  have  to  realize 
that,  as  much  dissatisfaction  as  there 
is  with  Castro,  there  is  also  a  great 
deal  of  fear  in  Cuba  about  the  Miami 
exiles  themselves." 

The  Cuban  American  National 
Foundation  has  publicly  called  for  the 
sale  of  some  of  Cuba's  national  assets 
to  major  corporations  in  return  for 
hard  currency  to  recapitalize  the  is- 
land economy.  This  may  make  per- 
fect economic  sense,  but  it  could  be 
perceived  on  the  island  as  selling 
Cuba  out  to  xht  yanqnis. 

"I  would  prefer  to  see  Cuba  take  a 
little  more  time  to  develop  than  to  see 
it  sold  to  American  businesses,"  says 
Uva  Clavijo,  a  U.S.  director  of  the 
Union  Liberal  Cubano.  This  exile 
group,  which  has  ties  to  social  demo- 
cratic parties  in  Europe  and  Latin 
America,  is  one  potential  competitor 
with  CANF  for  the  sympathies  of  the 
Cuban  islanders. 

Aware  of  the  prospective  split  be- 
tween exiles  and  home  folks,  Jorge 
Mas  Canosa  agrees  the  Miami  Cubans 
must  work  quietly  and  patiently  to 
win  the  islanders'  confidence. 

"We're  not  going  to  force  anything 
on  anybody,"  says  Mas  Canosa.  "All 
we're  going  to  do  is  go  to  the  head  of 
the  new  provisional  government  and 
say,  'Here  is  our  plan  for  saving  Cuba 
and  here  are  the  people  who  will  pro- 
vide the  investment.'  If  he  says  yes, 
then  we  can  start  tomorrow.  If  he  says 
no,  I'll  tell  him,  'Here  is  my  business 
card.  Call  me  in  Miami  if  you  change 
your  mind.'  " 

The  overthrow  of  the  Sandinista 
dictatorship  did  not  bring  peace  and 
prosperity  to  Nicaragua.  Neither  has 
the  collapse  of  the  socialist  regimes 
brought  it  to  Eastern  Europe.  The  U.S. 
can  only  hope  that  the  liberation  of 
Cuba  will  go  more  smoothly  and 
peacefully.  ■ 
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Advanced  civilizations  create  things  of  lasting  value. 
Banks  have  a  similar  task:  to  protect  assets  and  see 
that  they  grow.  At  Credit  Suisse,  a  huge  store  of 
experience  and  know-how  has  been  channelled  into 
the  development  of  sophisticated  investment 
strategies  and  advisory  services  -  all  backed  by 
solid  Swiss  tradition. 


Credit  Suisse,  in  partnership  with  CS  First  Boston  Inc., 
is  one  of  the  world's  foremost  financial  services 
groups.  Our  AAA  rating  speaks  for  itself.  For  Swiss 
security  with  an  international  dimension.  Credit  Suisse 
is  second  to  none. 


We  do  more  to  keep  you 
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at  the  top. 
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Los  Angeles  ■  Luxembourg  ■  ttfladrid    Manama  (Bahrain)  ■  Melbourne    Mexico  City  ■  Miami    Monle  Carlo    Montevideo    Montreal  ■  Munich  ■  Nassau  (Bahamas)  ■  New  York  •  Nuremberg    Osaka 
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Even  while  it  wins  high  marks  for  superior  profitability,  Bankers 
Trust  suffers  an  exodus  of  senior  executives.  Wbafs  going  on? 


A  headache  for 
"Mr.  Charlie" 


By  Thomas  Bancroft 


Tl  HE  MARKET  has  a  healthy  re- 
spect for  Bankers  Trust  New 
York  Corp.  It  has  battered  the 
stocks  of  other  money  center  banks 
hke  Citicorp  and  Chase  Manhattan  to 
way  below  book  value,  but  it  still 
prices  Bankers  Trust  at  a  substantial 
(40%)  premium  to  book.  Along  with 
J. P.  Morgan,  Bankers  Trust  has  been 
one  of  the  few  bank  stocks  spared 
from  the  general  slaughter. 

Thanks  to  its  high  standing.  Bank- 
ers can  raise  money  more  cheaply 
than  many  other  big  banks.  It  was 
recently  able  to  reset  the  yield  on  its 
preferred  stock  at  a  20%  discount  to 
the  prevailing  commercial  paper  rate, 
at  a  low  6.87%.  Citicorp,  meanwhile, 
was  paying  10.25%.  Only  gilt-edged 
J.P.  Morgan  is  paying  a  lower  rate  on 
its  preferred  than  Bankers. 

And  little  wonder.  Bankers  Trust  is 
highly  profitable.  It  raised  its  dividend 
9%  recently,  while  other  banks  were 
slashing  theirs.  For  the  first  nine 
months  of  1990,  Bankers  reported  a 
30%  return  on  average  common  equi- 
ty and  a  return  on  assets  that  put  it 
among  the  most  profitable  banks  in 
the  nation.  Even  J.P.  Morgan  couldn't 
match  those  stellar  returns. 

At  a  time  when  banks  are  plagued 
by  bad  loans  and  complaining  about 
low  spreads  between  what  money 
costs  them  and  what  they  can  charge 
for  it.  Bankers  Trust  sits  pretty.  Much 
of  its  income  comes  not  from  loans 
but  from  fees  and  trading.  In  contrast 
to  most  New  York  City  banks.  Bank- 
ers Trust  is  a  wholesale,  merchant 
bank  rather  than  a  gatherer  of  deposits 
from  consumers  and  small  business- 
es. It  needs  few  costly  branches  and 
concentrates  its  resources  on  a  rela- 
tively small  number  of  customers. 

So  why,  when  it  is  riding  high,  is 


Bankers  losing  many  top  managers? 

In  August  Charles  Hill  resigned  as 
head  of  private  equity  investing  and 
leveraged  lease  finance.  Under  him 
the  unit  became  one  of  the  most  prof- 
itable on  The  Street,  contributing 
some  $40  million  to  earnings  in  1989. 
Hill  and  35  associates  left  to  start 
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Dozens  were  made  by  ex-employees. 

Fieldstone  Private  Capital  Group. 

Hill  has  had  plenty  of  company. 
Last  February  Allen  Wheat  quit  as 
chairman  of  Bankers  Trust  Interna- 
tional in  London,  another  of  Bankers 
Trust's  most  profitable  businesses. 
Wheat's  group  specialized  in  equity 
derivatives,  currency  swaps  and  other 
global  finance  products,  and  in  1989 
contributed  an  estimated  $200  mil- 
lion, or  19%  of  the  bank's  profits, 
before  losses.  Wheat  took  15  of  his  co- 
workers over  to  cs  First  Boston. 

The  list  of  recent  departees  is  long. 
David  Beini,  former  head  of  corporate 
finance,  left  in  1987;  Philip  Hampton, 
former  vice  chairman,  in  1989;  David 
Dougherty,  former  head  of  the  merg- 
ers and  acquisitions  department,  in 
late  1989.  Stephen  Powers,  head  of  the 
corporate  advisory  group,  left  in  1988; 


John  Kohut,  a  20-year  veteran  who 
helped  build  the  private  equity  de- 
partment, left  in  early  1990.  In  the 
last  three  years  50  to  60  of  the  bank's 
top  performers  have  left. 

Many  departees  were  key  members 
of  a  vigorous,  smoothly  integrated 
team  organized  and  directed  by  Alfred 
Brittain,  the  brilliant  banker  who  ran 
the  company  from  1975  until  1987. 
Brittain  and  his  team  transformed 
Bankers  Trust  from  an  also-ran  com- 
mercial bank  to  the  highly  successful 
specialized  institution  it  is  today. 
Brittain  was  succeeded  by  Charles 
Sanford,  54,  a  southerner  who  joined 
the  bank  in  1962  and  who  shone  as 
head  of  the  trading  and  capital  mar- 
kets department.  After  Sanford  took 
over,  the  departures  began. 

Will  the  departures  weaken  the 
bank?  Ralph  MacDonald,  who  runs 
corporate  finance  and  is  a  member  of 
the  bank's  management  committee, 
dismisses  them  as  the  to-be-expected 
kind  of  job-hopping  that  is  endemic 
on  Wall  Street.  Alfred  Brittain,  retired 
but  still  a  director,  denies  the  defec- 
tions have  seriously  weakened  the 
team  he  built. 

Yet  in  dozens  of  interviews  with 
former  and  current  Bankers  Trust  ex- 
ecutives and  employees,  Forbes  heard 
a  litany  of  complaints  about  Chair- 
man Charles  Sanford.  Some  are  the 
gripes  one  might  hear  about  any  tough 
executive,  but  there  was  a  cornmon 
thread  to  the  complaints.  It  was  that 
Sanford,  while  smart  and  hard-driv- 
ing, is  not  at  his  best  when  it  comes  to 
encouraging  teamwork.  Inside  the 
bank,  many  employees  refer  to  him  as 
"Mr.  Charlie."  Stories  about  his  abra- 
siveness  abound.  Here's  one: 

In  December  1989  Sanford  cut  bo- 
nuses back  10%  to  15%  because  of 
two  fourth-quarter  writedowns.  In  a 
move  of  good  faith,  he  and  his  man- 
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Charles  Sanfonl,  chairman  of  Bankers  Trust 

Why  are  so  many  bank  executives  deserting  "Mr.  Charlie"? 


agement  committee  of  four  took  a 
combined  pay  cut  of  $650,000. 

Three  months  later  the  proxy  re- 
vealed another  story.  It  turns  out  "Mr. 
Charlie"  had  issued  100,000  restrict- 
ed BT  shares — the  equivalent  of  a  $3.4 
million  raise  to  himself  and  the  man- 
agement committee.  Those  not  in- 
cluded felt  betrayed.  They  had  been 
asked  to  bear  some  of  the  pain  from 
the  writedowns.  They  felt  that  San- 
ford  and  his  top  aides  had  rewarded 
themselves  for  the  same  move. 

Some  of  Sanford's  detractors  are  an- 
gry enough  that  they  will  talk  for  the 
record.  Philip  Hampton  is  one.  A  35- 
year  veteran  of  the  bank,  he  was  vice 
chairman  from  1986  until  he  resigned 
in  1989.  He  is  now  chairman  of  the 
New  York  office  of  Metzler  Corp.,  a 
German  financial  advisory  group. 
Hampton  and  others  say  that  while 
Sanford's  predecessor  was  fanatical 
about  building  teamwork,  Sanford 
preferred  to  centralize  power  in  a  very 
small  group  of  senior  executives.  A 
fine  banker  and  financial  man,  he  was 
not  a  good  people  person. 

This,  his  critics  claim,  also  showed 
up  when  it  came  to  client  relation- 
ships— hand-holding.  Sanford,  they 
claim,    is    concentrated    on    profits. 


sometimes  at  the  expense  of  main- 
taining and  expanding  client  relation- 
ships. Those  who  close  deals  get  the 
bonuses;  those  who  bring  clients  m 
the  door  or  keep  them  happy  get  a  pat 
on  the  back.  The  result:  Everyone 
wants  to  close  deals,  and  no  one 
wants  to  build  client  loyalty. 

During  the  deal  boom  of  the  late 
1980s,  it  didn't  matter  much.  Deal- 
makers  were  hammering  on  the  door, 
pleading  for  senior  financing.  Bankers 
Trust  responded,  syndicating  over 
$100  billion  in  highly  leveraged  trans- 
action loans  in  just  two  years. 

Now  that  the  deal  market  has 
thinned,  blue-chip  outfits  like  J. P. 
Morgan  and  Goldman,  Sachs  are  con- 
centrating on  the  wooing  and  hand- 
holding  that  doesn't  produce  immedi- 
ate results  but  does  cement  relation- 
ships. In  an  interview,  Ralph 
MacDonald  admits,  "Over  the  last 
few  years,  we  spent  a  lot  of  time 
working  on  the  transaction  side  of  the 
business.  We  probably  should  have 
paid  a  little  more  attention  to  rela- 
tionships." Today,  bankers  say,  Bank- 
ers Trust  isn't  getting  as  much  new 
business  as  its  rivals  are. 

The  bank  recently  addressed  its  so- 
called  relationship  problem  head  on. 


In  September  it  hired  C.  Edward 
Midgley,  former  vice  chairman  of  the 
Amoskeag  Co.,  a  Boston-based  invest- 
ment firm,  to  spearhead  a  new  "rela- 
tionship" effort. 

In  response  to  all  this  griping,  San- 
ford can  point  to  his  bank's  profitabil- 
ity last  year.  But  there  are  currents 
and  crosscurrents  in  those  profit 
numbers  that  are  worth  examining. 
For  the  first  three  quarters  of  1990, 
the  all-important  revenues  from  fees 
and  commissions  were  $452  million, 
down  20%  from  the  year  before.  A  bad 
year  for  everyone?  Of  course.  Fees  at 
rival  J. P.  Morgan  were  also  down.  But 
while  Morgan  gained  market  share  in 
worldwide  m&a  deals  in  the  first  nine 
months  of  1990,  Bankers  lost  almost 
half  of  its  share. 

How,  then,  have  overall  profits  held 
up  so  well  at  Bankers  Trust?  The  de- 
clines were  largely  offset  by  fat  gains 
from  foreign  exchange  and  other 
forms  of  trading.  More  than  30%  of 
revenues  came  from  foreign  ex- 
change, bond  trading  and  capital  fi- 
nance products  like  currency  and  in- 
terest rate  swaps  and  equity  deriva- 
tives. Trouble  is  revenues  from 
trading  are  volatile.  In  1988  Bankers' 
trading  revenues  dropped  to  $375  mil- 
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lion  from  over  $700  million,  and  in 
1982  fell  to  $70  million  from  $130 
million.  And  remember  Salomon  and 
Bear,  Stearns,  powerful  trading 
houses?  In  the  first  quarter  of  1989 
Salomon  lost  $95  million  in  trading, 
while  in  1987's  second  quarter  Bear, 
Stearns  lost  $52  million  in  trading. 

Bankers  Trust  contends  that  over 
50%  of  what  it  reports  as  trading  reve- 
nues comes  from  relatively  stable 
sources  and  not  from  speculating  on 
bonds  and  foreign  currencies.  Says  Eu- 
gene Shanks,  a  managing  director  and 
head  of  global  markets  at  Bankers 
Trust:  "If  you  look  at  our  earnings  in 
foreign  exchange  and  trading,  you 
can't  tell  from  the  income  statement, 
but  more  than  50%  of  that  income 
comes  from  client-driven  business- 
es." In  other  words,  these  profits  came 
not  from  speculation  but  from  execut- 
ing transactions  for  customers.  Proba- 
bly true,  but  that  still  leaves  a  good 


part  of  the  overall  profits  dependent 
upon  having  just  the  right  feel  for  the 
direction  of  the  market — a  feel  that  is 
far  from  infallible. 

What  about  the  loan  losses  plaguing 
most  banks  today?  One  reason  the 
securities  market  has  treated  Bankers 
Trust  well  is  that  it  sees  Bankers  as 
less  susceptible  to  major  loan  losses 
than  many  of  its  competitors;  that's 
partly  because  Bankers  is  not  as  heavy 
with  commercial  real  estate  loans  as 
some  of  its  competitors. 

But  it  is  not  totally  immune  to  po- 
tential loan  losses.  Currently  Banke'rs 
Trust's  highly  leveraged  transaction 
portfolio  is  15%  of  total  loans,  the 
highest  of  all  the  money  center  banks. 
If  you  add  m  its  loan  commitments 
and  positions  in  subordinated  debt 
and  equity,  that  figure  is  equal  to  2.5 
times  common  stockholder's  equity. 
Many  of  these  loans  were  made  be- 
tween 1986  and  1989,  at  the  height  of 


the  leveraged  buyout  frenzy. 

In  the  third  quarter.  Bankers  Trust 
increased  its  nonperforming  highly  le- 
veraged transaction  loans  to  $470  mil- 
lion, up  from  $221  million  the  prior 
quarter.  Currently  the  bank's  nonper- 
forming assets — not  including  less  de- 
veloped country  loans — total  $1  bil- 
lion, compared  with  $393  million  a 
year  ago.  Like  many  other  banks, 
Bankers  is  on  the  hook  for  a  good- 
sized  Donald  Trump  loan. 

Alfred  Brittain  told  Forbes  that  he 
has  "utmost  confidence  in  Charlie." 
Sanford  himself  refused  to  be  inter- 
viewed. It  is  clear  he  intends  to  let  his 
record  speak  for  itself.  So  far  it  speaks 
eloquently  on  his  behalf.  If  it  contin- 
ues to  do  so,  all  the  griping  by  depart- 
ed executives  will  have  an  empty 
sound.  The  next  few  years  will  tell 
whether  or  not  Sanford  can  maintain 
the  pace  and  the  tone  set  by  his  ac- 
complished predecessor.  ■ 


Sex  and  smut  were  going  to  win  hack 
audiences,  thought  the  television  networks. 
To  their  surprise,  it  hasnt  worked. 


Crude  doesn't  sell 


By  Norm  Alster 


Tl  HIS  WAS  SUPPOSED  to  be  the  sea- 
son of  prurient  liberation  for 
the  TV  networks.  The  pilot  for 
nhc's  Hull  High  featured  a  high  school 
girl  disrobing  on  request  in  the  boys' 
locker  room.  In  the  promo  for  cbs' 
Doctor,  Doctor,  a  leering  physician 
talks  to  a  luscious  female  in  language 
too  foul  to  print  here. 

What  are  two  of  this  season's  most 
resounding  flops?  You  guessed  it:  Hull 
High  and  Doctor,  Doctor.  Could  it  be 
that  sex  doesn't  sell  on  network  tele- 
vision after  all? 

Some  of  the  sharper  minds  in  media 
and  advertising  think  it  may  not.  The 
viewing  statistics  are  very  suggestive. 
Despite  having  a  freer  hand  in  pro- 
gramming, basic  cable  is  having  an 
enormous  success  with  old-fashioned 


family  programs  the  networks  have 
been  so  eager  to  abandon. 

Basic  cable's  audience  share  grew 
by  33%  last  year,  and  cable  service 
now  reaches  56  million  of  93  million 
TV  homes  in  the  U.S.  The  networks' 
share  dropped  another  four  points  this 
season,  to  65%,  way  down  from  the 
76%  of  all  tuned-in  sets  in  the  1985- 
86  season. 

Leonard  Matthews,  a  former  presi- 
dent of  Young  &.  Rubicam  and  Leo 
Burnett,  two  large  ad  agencies,  says 
sex  and  profanity  could  well  be  "the 
principal  reason"  for  the  networks' 
woes.  Thomas  Burchill,  president  and 
chief  executive  of  Hearst/Asc-Viacom 
Entertainment  Services,  a  joint  ven- 
ture that  owns  the  Lifetime  cable  ser- 
vice, says  the  networks  erred  when 
they  "sank  into  the  sewer"  to  stem 
audience  erosion.  "Frankly,  I  think  it 


backfired,"  says  Burchill. 

Turner  Broadcasting  System  recent- 
ly refused  to  carry  explicit  advertising 
for  llemy  and  June,  the  NC-I7-rated 
Henry  Miller-Anais  Nin  steamer. 
Why  would  Turner  Broadcasting  turn 
down  the  money?  Bob  Levi,  executive 
vice  president  with  tbs  Superstation, 
says  surveys  taken  by  his  station  con- 
sistently show  that  viewers  between 
the  ages  of  18  and  54  "are  absolutely 
opposed  to  (sexually]  explicit  televi- 
sion programming." 

Levi's  point  is  confirmed  by  a  Gal- 
lup poll  that  found  that  six  in  ten 


CBS'  Doctor.  Doctor 

Racy  pronto,  sich  ratings. 


60 


FORBES,  JANUARY  21,  1991 


Hull  High 

NBC's  fleshy  failure. 


American  parents  are  often  uncom- 
fortable watching  tv  with  their  kids. 
When  offended,  nearly  half  switch 
channels,  while  another  quarter  turn 
the  set  off.  Other  surveys  show  that  a 
sizable  majority  of  Americans  want 
more — not  less — regulation  of  sexual 
content  and  profanity,  and  also  feel 
that  there's  "too  much  sex"  on  tv. 
And  nearly  three  in  four  feel  strongly 
enough  to  say  that  they  would  sup- 
port boycotts  of  sponsors  of  objection- 
able shows. 

Advertisers  are  taking  note.  When  a 
Michigan  housewife  wrote  advertis- 
ers to  protest  their  participation  in 
Fox  TV's  Married  With  Children,  nearly 
two  dozen  wrote  back  expressing  con- 
cern. Several,  including  American 
Airlines,  Tambrands  and  Dorsey  Lab- 
oratories, said  they  would  no  longer 
advertise  on  the  show,  abc  subse- 
quently canceled  two  racy  shows,  in- 
cluding Crimes  of  Passion  II.  And  Bur- 
ger King  recently  withdrew  from  sev- 
eral programs  after  being  named  a 
boycott  target. 

Shows  that  are  both  successful  and 
clean  now  command  ad  rate  premi- 
ums over  smutty  material,  says  Lou 
LaTorre,  executive  vice  president  of 
sales  for  Turner  Entertainment  Net- 
works. Even  shows  with  only  so-so 
ratings  get  preference.  Johnson  &. 
Johnson  is  committed  to  sponsoring 
Life  Goes  On  (the  story  of  a  family  with 
a  chijd  with  Down's  syndrome)  re- 
gardless of  its  rating,  says  Pete  Tyr- 
rell, Johnson  &.  Johnson's  vice  presi- 
dent of  advertising. 

How  are  the  network  programrriers 
responding  to  this  shift  in  audience 
tastes?  In  many  cases,  by  ignoring  it. 


The  torrent  of  foul  language  contin- 
ues, as  do  the  ever  bolder  glimpses  of 
nudity. 

Clearly  there  is  an  audience  for 
some  sexual  humor  or  profanity.  Look 
at  the  high  ratings  of  Golden  Girls. 
which  features  the  randy  chit-chat  of 
four  older  women.  But  the  networks 
face  a  dilemma.  How  to  compete  with 
freer  cable  to  attract  the  sector  of  the 
audience — often  young  and  demo- 
graphically  attractive — that  wel- 
comes liberalized  standards  without 
alienating  the  increasingly  vocal  ma- 
jority of  viewers  that  doesn't? 

The  networks'  pursuit  of  younger 
viewers  may  have  gotten  out  of  hand, 
suggested  David  Poltrack,  cbs  senior 
vice  president  of  planning  and  re- 
search, in  a  recent  speech.  The  45-to- 
54-year-old  segment  of  the  population 
will  grow  by  46%  over  the  next  de- 
cade and  should  be  getting  far  more 
attention,  he  said. 

The  real  target  audience  for  the 
networks'  sleazier  shows  are  the  25 
million  homes  wired  for  premium  ca- 
ble services — the  likes  of  the  Playboy 
Channel  and  a  number  of  stations 
that   run   uncut   theatrical   film    re- 


leases. This  audience  is  dense  with 
hard-core  videophiles  who  stay  glued 
to  the  tube  for  long  hours,  hence  their 
attractiveness.  But  if  these  viewers 
want  real  dirt,  they  can  easily  rent  it 
on  videocassette.  "[The  networks') 
going  into  the  gutter  isn't  going  to  get 
them,"  says  tbs'  Bob  Levi. 

One  network  executive  who  ac- 
knowledges that  TV  may  have  gotten 
out  of  step  with  the  public  is  Alan 
Gerson,  nbc  vice  president  of  pro- 
gram standards  and  broadcast  policy. 
"At  a  certain  point  people's  toleration 
of  sexual  fare  stopped  growing  and 
leveled  out.  We  didn't  pick  up  on 
that,"  he  says. 

In  1988,  says  Gerson,  some  of  nbc's 
bolder  programming — such  as  a  Ge- 
raldo  Rivera  special  on  satanism,  for 
example,  and  a  steamy  miniseries  re- 
plete with  scenes  of  rape  and  bond- 
age— went  too  far.  In  retrospect,  says 
Gerson,  it's  clear  that  nbc  had  over- 
stepped viewer  acceptance. 

So  does  that  mean  that  nbc  has 
concluded  that  sex  no  longer  works  as 
a  selling  tool?  That  is  not  clear,  but 
this  is:  "Crude,"  says  Gerson, 
"doesn't  work."  ■ 


Kathy  Hempel  rose  from  secretmy  to  the 
number  two  job  atpapermaker  Fort  How- 
ard. That  was  the  easy  part. 


Real  testing  time 


By  Marcia  Berss 


EIGHTEEN  YEARS  AGO  Kathleen 
Hempel  was  a  secretary  in  the 
legal  department  at  Green  Bay, 
Wis. -based  Fort  Howard  Corp.,  the 
$1.1  billion  (sales)  papermaker.  Sala- 
ry: $7,000  a  year.  Today  she's  40  and 
makes  $300,000  a  year  (excluding  bo- 
nus) as  the  company's  chief  financial 
officer  and  second-in-command. 

Now  comes  the  real  challenge.  The 
fellow  responsible  for  Hempel's  rise, 
longtime  Fort  Howard  Chief  Execu- 


tive Paul  Schierl,  retired  in  August 
after  a  heart  attack.  The  company  it- 
self is  loaded  with  debt  and  isn't  terri- 
bly healthy.  Last  November  Fort 
Howard  had  to  secure  a  $250  million 
cash  infusion  from  investment  bank 
Morgan  Stanley,  its  74%  owner. 

Salvaging  the  company's  finances 
will  fall  largely  to  Chief  Financial  Of- 
ficer Hempel.  How  will  she  manage? 
Among  other  ways,  by  listening — a 
skill  she  learned  on  the  way  up.  "We 
have  to  elicit  the  best  thinking  from 
the  work  force.  We  want  them  to  take 
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Kath/ee/i  llenipel.  Fort  lloitwcl  Coip  chief  fi>ui>icial  officer 
Rising  from  a  secretarial  job  to  second-in-command. 


responsibility  for  solving  problems," 
says  Hempel.  "And  I  don't  know  how 
you  get  a  better  education  in  finance 
than  to  have  to  report  to  a  Morgan 
Stanley." 

Hempel,  who  grew  up  in  a  Wiscon- 
sin town  of  2,500,  moved  to  Green 
Bay  after  graduating  from  the  Univer- 
sity of  Wisconsin-Stevens  Point.  She 
applied  for  a  job  at  Fort  Howard,  look- 
ing to  use  her  degree  in  business  and 
interest  in  psychology  in  a  personnel 
position. 

There  were  no  openings.  But  the 
general  counsel  had  just  lost  his  secre- 
tary; no  one  inside  Fort  Howard  want- 
ed the  job  because  the  man  was 
known  to  be  too  demanding.  Was 
Hempel  interested?  "I  figured  my  best 
opportunity  was  just  to  get  in,"  she 
recalls.  But  she  told  her  new  boss:  "I 
don't  want  to  be  a  secretary  long." 

Her  tough  new  boss  was  Paul 
Schierl.  About  a  year  later,  the  head  of 
Fort  Howard  died  and  Schierl  was 
named  chief  executive.  He  took  Hem- 
pel along.  As  his  job  expanded,  so  did 
hers.  Hempel  ran  accounting  for  a 
foundation  funded  by  Fort  Howard, 
her  first  move  in  finance.  She  became 
corporate  secretary,  organizing  board 
meetings  and  watching  strategy  in  the 
making. 


Personnel  work,  her  main  interest, 
was  undeveloped  at  Fort  Howard. 
Known  as  a  low-cost  tissue  manufac- 
turer, the  company  had  few  staff  func- 
tions like  distribution  and  customer 
service.  Hempel  organized  and  man- 
aged those  areas  "from  my  chair  out- 
side Paul's  office."  Five  years  after 
joining  the  company,  she  got  her  job 
in  personnel — as  vice  president  of  hu- 
man resources.  A  year  later,  at  age  29, 
she  was  named  a  director. 

Hempel  worked  well  with  mentor 
Schierl.  "I  thrive  on  relationships 
with  challenge,"  she  says.  "Paul  de- 
manded so  much."  For  example,  he 
was  a  fast  and  thorough  reader,  and 
Hempel  raced  to  keep  up,  developing 
an  eye  for  detail. 

Hempel  also  understood  that  sea- 
soned paper  plant  managers  would  be 
less  than  enthusiastic  about  reporting 
to  a  young  woman  with  scant  experi- 
ence. To  overcome  this,  she  learned 
the  value  of  listening  well  to  people, 
and  learned  to  learn  from  their  experi- 
ence. She  gained  a  working  familiar- 
ity with  manufacturing  by  collaborat- 
ing with  plant  managers  on  personnel 
issues.  Running  the  profit-sharing 
plan  put  her  in  harness  with  invest- 
ment advisers.  She  installed  the  first 
executive  compensation  plan,  gaining 


expertise  in  financial  reporting.  Her 
career  was  humming. 

Then,  in  1982,  after  nine  years  with 
Fort  Howard,  Hempel  quit.  Mother- 
hood was  calling.  "With  an  infant  and 
a  3-year-old,  you  have  to  make  per- 
sonal decisions,"  she  says.  "I  had 
enough  self-confidence  I  could  get 
back  in." 

Hempel,  her  husband  and  children 
moved  to  Arizona.  Hempel  worked  as 
a  compensation  consultant,  earned  an 
M.B.A.  at  Arizona  State  University, 
and  stayed  tuned  in  to  Fort  Howard  as 
a  director,  member  of  the  audit  com- 
mittee and  corporate  secretary.  Four 
years  later  she  was  back  in  Green 
Bay — in  her  old  human  resources  job, 
but  in  what  by  that  time  was  a  very 
different  company.  Says  Hempel:  "If 
the  company  had  stagnated,  there 
might  not  have  been  anything  excit- 
ing to  come  back  to." 

In  her  absence,  Schierl  had  aggres- 
sively expanded  Fort  Howard  into  a 
$1.4  billion  (revenues)  company  by 
buying  two  big  paper  and  plastic  cup 
makers,  Maryland  Cup  and  Lily-Tu- 
lip. Hempel  rolled  up  her  sleeves.  She 
consolidated  administration  of  cup 
operations  in  Green  Bay,  and  ran  all 
human  resources,  administration  and 
finance. 

But  the  acquisitions  faltered 
(Forbes,  Sept  3,  1990].  Fort  Howard's 
core  business,  tissue  goods  for  com- 
mercial markets,  is  a  commodity 
business  where  low  price  rules.  But 
that  clashed  with  the  quality  and  ser- 
vice features  that  push  cup  sales. 

Cup  results  suffered  and,  in  the'  af- 
termath of  the  1987  crash,  so  did  Fort 
Howard's  stock  price.  This  prompted 
Schierl,  President  Donald  DeMeuse 
and  Hempel  to  lead  a  $3.7  billion  le- 
veraged buyout  of  the  company  in 
1988,  financed  by  Morgan  Stanley. 
Hempel  got  $765,000  for  her  shares, 
then  reinvested  much  of  that  in  the 
buyout.  She  now  owns  less  than  1% 
of  the  company.  But  the  buyout  didn't 
stop  the  bleeding.  In  November  1989 
Fort  Howard  sold  its  cup  units  for 
$620  million,  well  below  the  $864 
million  it  had  paid. 

That  still  left  Fort  Howard  with  a 
debt  load  of  $3.1  billion  supported  by 
only  $40  million  in  equity.  Because  of 
the  heavy  interest  payments,  cash 
flow  is  tight,  prompting  November's 
equity  infusion.  But  the  basic  busi- 
ness remains  solid;  gross  margins 
have  held  steady  for  five  years. 

Hempel's  career  blossomed  as  Fort 
Howard  grew;  will  it  now  wither  as 
Fort  Howard  shrinks?  Can  Hempel 
and  new  chief  Don  DeMeuse  save  the 
company? 

Stay  tuned.  ■ 
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Argentina  is  now  looking 
beyond  the  horizon. 


^ 


By  gazing  out  towards  the  horizon, 
Argentines  survey  the  incredible  beauty  of 
their  country.  From  the  Andean  mountains 
covered  with  eternal  snow,  the  winding  roads 
leading  to  Iguazu  Falls,  or  to  the  unique  natural 
wonder  of  Patagonia. 

But  Argentines  are  also  looking  beyond  the 
horizon,  seeing  that  their  country  has  been 
reborn.  Argentina  is  a  responsible  and  reliable 
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▼  I  Argentine  Tourist  Office 


nation  that  fulfills  its  commitments  and  keeps 
pace  with  other  modem  nations  with  its  strong 
work  ethic,  and  a  competitive  and  creative 
spirit. 

That's  why  you  should  visit  us  and  see  for 
yourself  the  exciting  investment  alternatives 
in  Argentina.  Our  horizons  offer  you 
impressive  possiblities. 


Argentina 

A  country  where  there  is  so  much  to  see 
and  investment  opportunities  awaiting 
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You  SHOULD  KNOW 
WHERE  YOUR  FINANCIAL 
SERVICES  COMPANY  STANDS. 


*  A     IT 


At  Transamerica,  we've  been  helping  people 
and  businesses  meet  their  financial  needs  for 
more  than  60  years.  And  even  though  we're  a 
$30  billion  company,  we  still  believe  in  con- 
centrating on  the  things  we  do  best— like 
life  insurance,  property  &  casualty  insurance, 
money  management,  lending  and  leasing. 
We  not  only  want  you  to  know  where  we 
stand,  we  care  where  we  stand  wdth  you. 


Transamerica 

THE  POWER  OF  THE  PYRAMID  IS  WORKING  EORYOU.'^ 


'  1990  Transamenca  Corporation 
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Lincoln  owners 
never  run  out  of  gas. 

DECAUSE  no  matter  where  they  are,  no  matter  what  time  of  day,  gas-or  any  other  kind  of  roadside  help-is  just  a  phone  call  away. 

Lincoln  provides  24-hour  roadside  assistance  at  no  charge  during  the  first  year.  Its  just  another  benefit  of  the  new  Lincoln  Commitment, 

a  program  that  includes  a  free  service  loaner  (or  rental  car  allowance  if  loaner  is  unavailable)  for  overnight  warranty 

work  and  a  four-year/50,000-mile  bumper-to-bumper  warranty  with  no  deductible.  Ask  your  dealer  for  a  copy  of  this  warranty. 

The  Lincoln  Commitment.  Standard  with  every  1991  Lincoln.  It's  what  luxury  car  ownership  should  be. 
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The  Larger  Context 


The  biggest  news  story  of  the  late  20th 
century —  big  government — is  badly  cov- 
ered by  most  of  the  U.S.  media. 

THEY  LOVE 
BIG  GOVERNMENT 


By  Michael  Novak 


The  American  news  media  love  big 
government.  Just  the  same,  whether 
about  the  Defense  Department,  the 
CIA,  the  savings  and  loan  mess,  the 
White  House  or  any  other  organ  of 
government,  the  press  reports  scan- 
dal after  scandal.  Yet  few  journalists 
draw  the  obvious  systemic  conclu- 
sion; viz.,  that  political  power  is 
inherently  subject  to  corruption.  In 
this  way,  our  news  media  have 
missed  the  big  story  of  the  20th 
century:  that  every  expansion  of  the 
state  expands  corruption. 

The  failure  of  socialism  m  East- 
ern Europe,  the  U.S.S.R.,  China, 
Cuba,  Nicaragua  and  elsewhere  has 
convinced  most  of  the  world  that 
the  future  belongs  to  capitalism, 
with  its  dynamic  spirit  of  mvention 
and  discovery.  But  many  journalists 
still  long  for  big  government. 

Bert  Quint  of  cbs  News,  for  in- 
stance, just  won  both  the  first  and 
second  prizes  of  the  coveted  "Bring 
Back  the  Iron  Curtain  Award"  pre- 
sented by  the  Media  Research  Cen- 
ter of  Alexandria,  Va.  His  first-prize 
effort  for  the  crs  Evetiing  Neivs 
(Apr.   II,   1990)  stressed  freedom's 


Philosopher,  journalist  and  e.x-i'S.  ambas- 
sador Michael  Novak  is  at  the  American 
Enterprise  Institute  in  Washington,  D  C.  His 
book  The  Spirit  of  Democratic  Capitalism 
has  been  widely  translated 


miseries:  "This  is  Marlboro  coun- 
try, southeastern  Poland,  a  place 
where  the  transition  from  commu- 
nism to  capitalism  is  making  more 
people  more  miserable  every 
day.  .  .  .  No  lines  at  the  shops  now, 
but  plenty  at  some  of  the  first 
unemployment  centers  in  a  part  of 
the  world  where  socialism  used  to 
guarantee  everybody  a  job." 

Quint  won  second  prize  with  this 
lament  for  free  Poland:  "Commu- 
nism is  being  swept  away,  but  so 
too  is  the  social  safety  net  it 
provided.  .  .  .  Factories,  previously 
kept  alive  only  by  edicts  from  War- 
saw, are  closing  their  doors,  while 
institutions  new  to  the  East,  soup 
kitchens  and  unemployment  cen- 
ters, are  opening  theirs.  .  .  .  Here 
are  the  ones  who  may  profit  from 
Poland's  economic  freedom:  a  few 
slick  locals,  but  mostly  Americans, 
Japanese,  and  other  foreigners  out  to 
cash  in  on  a  new  source  of  cheap 
labor."  Poor  Eastern  Europe,  con- 
demned to  freedom. 

In  the  same  downbeat  spirit,  third 
prize  went  to  abc's  Mike  Lee,  about 
desperate  people  fleeing  Stalinist 
Albania:  "These  refugees  have  been 
told  little  about  the  realities  of  life 
in  the  West,  including  the  fact  that 
some  people  sleep  on  the  street.  .  .  . 
[Actually,  communist  propaganda 
stressed  this  for  years.]  They  will 
soon  learn  that  jobs  are  hard  to  find, 
consumer  goods  expensive.  Many 
refugees,  according  to  experts,  will 
suffer  from  depression." 

Quint  and  Lee  were  not  the  only 
American  reporters  to  express  sor- 
row for  Eastern  Europeans,  plunged 
suddenly  into  a  horrible  capitalist 
system,  cnn's  Moscow  reporter, 
Steve  Hurst,  told  FrimeNeivs  (May 
24,  1990):  "Soviet  people  have  be- 


come accustomed  to  security  if 
nothing  else.  Life  isn't  good  here, 
but  people  don't  go  hungry,  home- 
less; a  job  has  always  been  guaran- 
teed. Now  all  socialist  bets  are  off. 
A  market  economy  looms,  and  the 
social  contract  that  has  held  Soviet 
society  together  for  72  years  no 
longer  applies.  [Which  'social  con- 
tract,' signed  by  whom?  ]  The  peo- 
ple seem  baffled,  disappointed,  let 
down.  Many  don't  like  the  prospect 
of  their  nation  becoming  just  anoth- 
er capitalist  machine." 

The  Media  Research  Center's 
"Quote  of  the  Year"  award  went  to 
Bob  Simon  of  ens  Evening  Neivs,  who 
won  with  this:  "Few  tears  will  be 
shed  over  the  demise  of  the  East 
German  army,  but  what  about  East 
Germany's  80  symphony  orches- 
tras, bound  to  lose  some  subsidies, 
or  the  whole  East  German  system, 
which  covered  everyone  in  a  securi- 
ty blanket  from  day  care  to  health 
care,  from  housing  to  education? 
Some  people  are  beginning  to  ex- 
press, if  ever  so  slightly,  nostalgia 
for  that  Berlin  Wall." 

In  these  quotes  the  journalistic 
reflex  has  been  stripped  to  its 
essence:  "Big  government — good. 
More  welfare — good."  And  its 
American  corollary:  "Higher  tax- 
es— good."  Bryant  Gumbel,  for 
example,  on  I'ockiy  (Jan.  31,  1990): 
"Except  for  capital  gains,  it  is  cer- 
tain that  the  President  won't  men- 
tion the  'T'  word,  and  yet  taxes  are 
very  much  at  the  heart  of  what  all 
our  potential  solutions  are.  How 
long  can  both  sides  pretend  that  a 
[tax]  hike's  not  needed?" 

My  own  favorite  quote  came  from 
John  Chancellor  of  xiu:  Nightly  Ntni'S 
last  Apr.  17:  "The  overall  tax  bur- 
den for  Americans,  local,  state  and 
federal,  is  actually  quite  low.  .  .  . 
The  fact  is,  Americans  could  pay 
more  taxes  and  the  country 
wouldn't  go  down  the  tube.  The 
truth  is  that  the  U.S.  needs  higher 
taxes  and  can  afford  them.  Some 
political  leaders  are  now  starting  to 
say  that,  but  until  more  say  it,  the 
country  will  remain  in  trouble." 

There's  an  interesting  consisten- 
cy here:  Many  of  the  same  people 
who  want  us  to  send  more  dollars  to 
Washington  to  feed  the  welfare 
state  admire  Eastern  Europe's  wel- 
fare state.  In  both  places,  they  fail  to 
see  how  big  government  corrupts. 
At  home,  they  report  how  incompe- 
tent big  government  is  and  then 
keep  insisting  that  we  should  pay 
higher  taxes  for  more  of  it.  ■ 
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Like  kings  of  old  dispensing  with  their  astrologers,  big  business  is 
sacking  its  economic  soothsayers.  Their  stargazing  proved  enter- 
taining and  interesting — but  not  very  useful 

Dreary  days 

in  the 

dismal  science 


By  Dana  Wechsler  Linden 

Edward  Boss,  52,  earned  his 
M.B.A.  in  business  eco- 
nomics from  Columbia 
University  in  1962.  His  was 
a  successful  career.  In  1972, 
at  34,  he  became  senior  financial 
economist  for  Continental  Bank  in 
Chicago.  In  the  1970s  and  1980s  Con- 
tinental attracted  hundreds  of  busi- 
ness people  to  bank-sponsored  confer- 
ences where  they  listened  to  Boss 
prognosticate  on  things  like  interest 
rates,  the  dollar  and  the  meaning  of 
the  unemployment  figures. 

Today  Boss  is  an  unemployment 
figure  himself.  A  year  ago  Continen- 
tal sacked  him;  only  one  of  the  bank's 
original  12  economists  remains. 

Continental  is  by  no  means  alone. 
Banks  like  Citibank,  Chase  Manhat- 
tan and  Chemical  have  reduced  or 
elimmated  their  economics  depart- 
ments. And  not  just  banks.  Big  corpo- 
rations like  Equitable  Life,  Eastman 
Kodak  and  Xerox  have  done  the  same. 
The  forecasting  operations  of  the  big 
economic  consulting  firms  like  Data 
Resources  are  struggling,  dri,  started 


by  Harvard  economist  Otto  Eckstein, 
employed  more  than  500  economists 
when  McGraw-Hill  purchased  it  in 
1979  for  $103  million.  It  has  cut  a 
fifth  of  its  staff. 

Why  are  companies  sacking  their 
soothsayers?  Much  of  the  blame  lies 
with  the  profession  itself.  It  oversold 
Its  ability  to  peer  into  the  future.  "Ac- 
tually, economic  forecasters  were  just 
putting  rulers  on  trends,"  says  econo- 
mist and  money  manager  (and  Forbes 
columnist)  A.  Gary  Shilling. 

Stephen  McNees,  an  engaging  mit- 
trained  economist  and  vice  president 
of  the  Federal  Reserve  Bank  of  Boston, 
has  made  a  specialty  of  comparing 
economic  forecasters'  predictions 
against  what  has  actually  come  to 
pass.  His  data  show  that  the  forecast- 
ers have  made  huge  errors  around  vir- 
tually every  major  recent  turning 
point  of  the  economy — recessions  as 
well  as  recoveries — including  1973- 
75,  1978-79  and  1981-82. 

Another  McNees  finding:  When 
forecasters  are  way  off  the  mark,  they 
tend  to  be  off  the  mark  together.  "In 
times  of  great  economic  uncertainty," 
says  McNees,  "forecasters  cluster  to- 


gether to  get  out  of  the  rain." 

For  example,  McNees  looked  at  the 
forecasts  for  1975  issued  one  year  in 
advance  by  five  prominent  forecast- 
ers: Wharton,  dri,  Georgia  State,  Uni- 
versity of  Michigan  and  American 
Statistical  Association.  For  the  first 
quarter,  the  median  forecast  overesti- 
mated gross  national  product  growth 
by  6  percentage  points,  underestimat- 
ed inflation  by  4  percentage  points, 
and  underestimated  the  unemploy- 
ment rate  by  2.4  percentage  points. 

McNees  also  examined  what  the 
economists  were  saying  as  the  econo- 
my stumbled  into  the  1982  recession. 
The  median  forecast  that  year  overes- 
timated gross  national  product 
growth  by  3.4  percentage  points,  over- 
estimated inflation  by  nearly  3  per- 
centage points,  and  underestimated 
the  unemployment  rate  by  1.8  per- 
centage points. 

McNees  studied  the  forecasts  of  12 
prominent  forecasters  for  over  a  de- 
cade, starting  in  the  early  1970s,  to 
determine  which  forecasting  methods 
proved  most  accurate.  None  had  con- 
sistently better  results  than  the  oth- 
ers. This  was  true  whether  a  forecas- 
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ter's  crystal  ball  took  the  form  of  a 
megamodel  with  1,700  equations  or  a 
terribly  simple  model  with  3  equa- 
tions. Included  in  this  fallible  group 
were  the  forecasts  of  Townsend- 
Greenspan^  run  by  Federal  Reserve 
Board  Chairman  Alan  Greenspan. 

Recalls  Henry  Kaufman,  who 
moved  markets  in  the  1970s  when  he 
issued  interest  rate  forecasts  for  Salo- 
mon Brothers,  and  is  now  a  consul- 
tant: "There  were  some  economists 
in  Washington  in  the  1960s  and  1970s 
who  were  very  gifted  in  expressing 
themselves.  They  used  scientific  ter- 
minology, when  economics  is  not  a 
science.  They  referred  to  such  things 
as  'soft  landings,'  'fine  tuning'  and 
'rolling  readjustments.'  " 

And  corporate  America  bought  it. 
Young  economist  Arthur  Laffer  be- 
came an  overnight  sensation  and  talk 
show  personality,  known  for  a  sim- 
plistic device  called  the  Laffer  Curve. 
The  curve  purported  to  show  there  is 
a  certain  optimal  level  of  taxation 
above  which  tax  revenues  will  fall. 

The  media  cooperated,  too,  making 
virtual  cult  figures  out  of  Kaufman 
and  Laffer  and  other  economists.  Hav- 


ing a  house  economist  became  for 
many  business  people  something  like 
having  a  resident  astrologer  for  a  royal 
court:  I  don't  quite  understand  what 
this  fellow  is  saying  but  there  must  be 
something  to  it.  Against  a  big  corpora- 
tion's $1  billion  annual  payroll,  what 
was  $5  million  a  year  for  an  econom- 
ics department?  Then  came  the  great 
profits  squeeze  that  has  yet  to  abate. 
Unnecessary  costs  were  cut.  And 
even  the  most  trusting  were  becom- 
ing disillusioned  with  the  forecasts. 

About  a  decade  ago  Citicorp  Chair- 
man Walter  Wriston  announced  to  his 
economics  department  that  he  was 
putting  it  to  a  market  test.  The  econo- 
mists would  have  to  start  charging  for 
their  goods  and  services;  the  bank 
would  find  out  just  how  much  clients 
really  valued  them.  No  longer  would 
the  forecast  be  a  freebie  offered  to 
make  customers  feel  important. 

Citicorp  had  almost  100  people  in 
its  economics  department  then,  and 
they  spent  a  good  part  of  their  time — 
as  well  as  $3  million  a  year  of  the 
bank's  money — producing  several 
publications,  including  a  popular 
monthly  economic  newsletter.  Some 


300,000  were  on  the  subscription  list. 

The  economists  hired  a  consultant 
to  help  decide  what  to  charge  for  it. 
The  consultant's  advice:  Don't  both- 
er. Market  research  indicated  that 
fewer  than  5%  of  the  subscribers 
would  agree  to  pay  the  price  for  it. 

But  weren't  the  Citicorp  econo- 
mists' forecasts  useful  internally? 
Not  much,  as  it  turned  out.  "We  had 
much  more  clout  talking  to  clients 
than  in-house,"  concedes  Alan  Mur- 
ray, then  one  of  Citicorp's  top  econo- 
mists. "The  lending  and  investment 
people  said  we  were  too  ivory  tower. 
They  had  a  point.  We  were  too  mac- 
ro." In  1986,  underwhelmed  by  the 
economists'  ability  to  pay  their  own 
way,  Wriston  dissolved  Citicorp's 
economics  unit.  Other  big  banks  and 
corporations  were  doing  the  same. 

The  economists  had  promised  too 
much  and  the  customers  became  dis- 
illusioned. It  was  inevitable  that  it 
would  happen. 

MIT's  Nobel  laureate  economist 
Paul  Samuelson  likes  to  joke  that 
economists  are  most  adept  at  predict- 
ing "minus  one  month."  He  means 
that  the  further  into  the  future  a  fore- 
caster tries  to  peer,  the  less  reliable 
the  forecast  is  likely  to  be.  The  rea- 
son: an  inherent  weakness  of  the 
economists'  econometric  modeling 
and  forecasting  tools,  which  in  es- 
sence rely  upon  past  data  and  relation- 
ships to  predict  the  future. 

Such  models  worked  reasonably 
well  for  a  few  years  in  the  1950s  and 
1960s.  This  was  a  time  when  the  U.S. 
economy  grew  in  a  relatively  straight- 
line  fashion  without  any  major  dis- 
ruptions, and  pulled  the  rest  of  the 
world  along  behind.  But  few  things 
remain  constant  for  very  long.  When 
Pax  Americana  began  to  come  apart — 
Vietnam,  the  end  of  Bretton  Woods, 
Watergate,  opec — the  economists' 
models  were  upset  by  an  increasing 
number  of  exogenous  shocks  that  no 
model  could  have  predicted.  Politics, 
demographics,  noneconomic  ideas 
had  impinged  on  the  closed  world  the 
economists  operated  in. 

Economists  were  not  capable  of  pre- 
dicting the  upsurge  of  Muhammadan 
fanaticism  that  would  sweep  the 
priests  to  power  in  Iran.  Or  the  sudden 
and  unannounced  collapse  of  social- 
ism. They  could  not  predict  the  Rea- 
gan revolution,  which  cut  taxes  and 
helped  tame  inflation.  They  failed  ut- 
terly to  foresee  the  tremendous  effect 
international  competition  would 
have  on  our  own  industries. 

Kenneth  Arrow,  Nobel  Prize-win- 
ning economist  at  Stanford  Universi- 
ty, says  econometric  models  are  bet- 
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ter  than  simple  mechanical  rules  of 
forecasting — but  not  much.  "When 
you  have  a  complex  open  system,  and 
ours  has  a  great  many  interrelations," 
he  says,  "prediction  becomes  exceed- 
ingly difficult." 

According  to  economic  historian 
iPhilip  Mirowski  of  the  University 
of  Notre  Dame,  modem  economic 
forecasting  didn't  even  get  off  to  a 
very  good  start.  The  father  of  econo- 
metrics v^as  a  man  named  Henry  Lud- 
well  Moore,  who  devised  the  first  sta- 
tistical model  of  the  U.S.  macroecon- 
omy  around  1910.  His  Forecasting  the 
Yield  and  the  Price  of  Cotton,  published 
in  1917,  was  the  first  forecasting 
book.  But  Moore  went  too  far.  Strug- 
gling to  explain  business  cycles, 
Moore  said — much  to  the  dismay  of 
his  peers — that  the  cycles  were 
caused  by  the  transit  of  Venus. 

With  statistical  and  computing 
techniques  growing  more  sophisticat- 
ed over  the  decades,  the  field's  reputa- 
tion recovered — and  grew.  But  while 
Moore's  successors  talked  in  more 
scientific  terms,  their  forecasts  were 
not  all  that  much  more  useful.  Alan 
Murray,  56,  a  Columbia  Ph.D.  and 
late  of  Citibank,  is  now  at  Fuji  Bank 
in  New  York  as  a  senior  analyst  in  the 
credit  division.  Like  many  business 
economists,  he  explains,  he  has  shift- 
ed from  macroeconomic  forecasting 


to  microeconomics.  He  examines 
how  individual  companies  and  indus- 
tries behave,  rather  than  predicting 
the  next  wiggle  in  the  gross  national 
product.  "An  economist  can  make 
much  more  of  a  contribution  this 
way,"  he  says. 

Some  economists  have  trooped 
back  to  academia,  but  the  market  here 
too  is  soft.  When  they  turn  to  teach- 
ing, economists  are  lucky  to  start  at  a 
salary  of  $40,000,  or  a  bit  more  at  a 
business  school.  This  puts  them  on  an 
earnings  par  with  26-year-olds  fresh 
out  of  graduate  school. 

"It's  tough  to  have  your  standard  of 
living  go  backward,"  says  University 
of  North  Carolina  finance  professor 
James  Smith,  formerly  chief  econo- 
mist at  Union  Carbide.  To  supple- 
ment his  university  salary  he  moon- 
lights at  small  consulting  jobs  and 
lecturing.  "I  work  nights,  weekends — 
much  harder  than  I  worked  at  Car- 
bide," he  says. 

Smith  adds  that  many  of  today's 
economics  students  are  likely  to  fall 
into  the  same  trap  as  Smith  and  his 
generation.  "In  most  universities,  you 
get  the  same  questionable  theory  you 
got  when  I  was  a  student,"  he  says. 
"And  most  discouraging  is  the  way 
some  standard  macroeconomic  text- 
books don't  even  mention  the  word 
'business.'  " 


Yet  many  business  economists  who 
have  managed  to  remain  with  their 
companies  have  survived  because 
they  abandoned  the  cosmic  for  the 
nitty-gritty.  They  have  shifted  from 
forecasting  to  more  practical  jobs  in 
operating  divisions. 

Some  forecasters,  including  Henry 
Kaufman,  Gary  Shilling  and  ex-Citi- 
corp chief  economist  Leif  Olsen,  have 
moved  into  money  management. 
Here  the  money  is  much  better  than 
in  academia,  but  the  risks  are  greater. 
Warns  Shilling:  "A  forecaster  can  say 
interest  rates  are  coming  down.  A 
money  manager  has  to  know  when, 
how  much  and  what  to  buy.  If  your 
forecast  is  dead  right  but  a  little  early, 
you  can  go  insolvent." 

A  few  economists  have  found  niches 
.for  themselves.  Pan  Yatrakis,  Xe- 
rox Corp.'s  former  chief  economist, 
has  jumped  on  the  litigation  bandwag- 
on. He  spends  most  of  his  time  as  a 
"forensic  economist."  What's  that? 
Yatrakis  hires  himself  out  to  lawyers  as 
an  "expert  witness"  at  $200  an  hour. 
He  thrives  on  wrongful  dismissal  suits. 
Yatrakis  calculates  the  earnings  poten- 
tial of  people  suing  their  former  em- 
ployers, basing  his  estimates  partly  on 
projections  of  the  inflation  rate.  Busi- 
ness people  no  longer  have  much  use 
for  such  services,  but  naive  juries  ap- 
parently still  believe  in  them.  ■ 


Off  the  mark 


The  chart  below  reflects  data  gathered  by  Stephen 
McNees,  a  vice  president  of  the  Federal  Reserve 
Bank  of  Boston.  McNees  makes  a  specialty  of  track- 


ing what  business  economists  have  predicted  for 
inflation  and  real  GNP  growth  against  what  actually 
happened.  The  data  show  that  the  forecasters  made 


For  what  it's  worth  . . . 


Candid  economic  forecasters  ad- 
mit they  are  mystified  by  the 
current  recession.  Will  it  be  long 
and  deep?  Short  and  shallow?  Long 
and  shallow?  Do  goings-on  in  the 
Middle  East  matter  more,  or  less, 
than  the  actions  of  Washington's — 
or  Bonn's  or  Tokyo's — regulators? 

"The  one  thing  we  can  predict," 
says  Walter  Fackler,  professor  of 
business  economics  at  the  Univer- 
sity of  Chicago,  "is  that  there  will 
be  a  high  rate  of  obsolescence  of 
forecasts  this  year." 

With  that  caveat,  here  are  the 
current  predictions  of  four  eco- 
nomic forecasters  who  have  sur- 
vived their  profession's  shakeout. 


Larry  Kimbell,  head  of  U.S.  forecasting  for  wefa  Group: 

"It's  going  to  be  a  mild  and  brief  recession."  Kimbell 
thinks  the  economy  will  pull  out  of  the  recession  in  the 
second  quarter;  for  the  year  as  a  whole,  real  gross 
national  product  will  show  a  small  gain  of  0.6%. 

The  forecast  rests  on  wefa's  assumption  that  the 
Middle  East  conflict  will  be  resolved  this  spring — 
peacefully  or  not — and  that  oil  will  fall  to  the  low  $20s 
by  the  middle  of  the  year. 

David  Wyss,  Data  Resources'  chief  financial  economist: 


The  recession  will  be  mild  and  end 
around  May.  "In  the  average  post- 
war recession,  gross  national  prod- 
uct dropped  2.6%,  from  peak  to 
trough.  We're  looking  for  this  one 
to  be  under  I.5%." 

But  if  war  breaks  out  and  we 
don't  win  quickly,  Wyss  hedges, 
"the  recession  could  be  longer  and 
deeper." 

Henry  Kaufman:  Average  in  sever- 
ity, the  recession  will  cause  a  drop 
of  2%  to  2.5%  in  real  gross  nation- 
al product  and  last  until  the  fourth 
quarter  of  the  year. 

But,  he  warns,  "Though  the  re- 
cession will  be  about  average,  the 
recovery  will  be  feeble,  way  below  average.  There  will 
still  be  the  debt  overload  to  overcome,  and  marginal 
borrowers  will  still  be  struggling." 

A.  Gary  Shilling:  Of  these  four  forecasters,  Shilling  is 
the  most  pessimistic.  "We  think  it's  going  to  be  a  deep 
and  global  recession,"  he  says.  "It's  a  balance  sheet 
recession,  the  first  one  we've  had  since  the  early  1930s, 
when  overexpansion  similarly  led  to  grief." 

Shilling  forecasts  that  the  recession  will  last  at  least 
until  the  end  of  the  year.  Real  gross  national  product  for 
the  year  will  be  off  2.2%.— D.W.L. 


huge  errors  around  virtually  every  major  recent  turn- 
ing point  in  the  economy.  The  largest  errors  were 
due  to  exogenous  events  that  resulted  in  unexpected 


economic  ripples.  Saddam  Hussein's  invasion  of  Ku- 
wait is  just  the  latest  example  of  what  can  send  the 
forecasters  back  to  their  computers. 
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Marketing 


Edited  by  Joshua  Levine 


Hollywood  never  saw  much  point  in  niche 
marketing.  Maybe  thafs  why  New  Line  Cin- 
ema is  so  successful. 

Picking  your 
targets 


By  Lisa  Coleman 


Tl  wo  FREEWHEELING  gUyS  SpOUt 
hip  philosophy  as  they  tool 
down  America's  highways  on 
their  motorcycles. 

The  plot  sounds  familiar?  Guess 
again.  It's  a  new  movie  called  Rocukidc 
Prophets,  due  out  soon  from  indepen- 
dent producer  New  Line  Cinema.  The 
resemblance  to  the  Sixties  cult  classic 
Eas)'  Rider  is  quite  deliberate.  New 
Line  has  tagged  the  Nineties  a  decade 
for  navel-gazing,  just  as  the  Sixties 
were.  Which  means  New  Line  expects 
Roadside  Prophets  to  find  a  small  but 
profitable  audience  of  under-20-year- 
old  hippie  wanna-be's  and  over-40- 
year-old  hippie  used-to-be's. 

That's  the  way  New  Line  operates: 
It  spots  a  trend,  picks  a  relatively  nar- 
row demographic  group  to  fit  it,  and 
makes  and  promotes  movies  to  those 
niches.  These  niche  movies  can  be 
made  cheaply  and  make  a  nice  profit 
on  box  office  receipts  that  wouldn't 
pay  a  Hollywood  studio's  limousine 
bills.  New  Line's  pragmatic  president, 
Robert  Shaye,  says,  "You  don't  neces- 
sarily have  to  spend  the  big  bucks  to 
get  an  entertaining  idea  realized  and 
make  a  significant  profit."  Through 
September,  New  Line  earned  over  $4 
million  on  $100  million  of  revenues 
in  a  year  when  operating  profits  are 
expected  to  be  15%. 

Most  people  know  New  Line  from 
its  scarily  successful  Nightmare  on  Elm 
Street  films.  The  five  Nightmare  mov- 
ies, all  featuring  the  creepy,  razor- 
nailed  Freddy  Kreuger,  put  the  inde- 
pendent New  York-based  producer  on 
the  map  and  made  Shaye,  50,  a  rich 
man  (Forbes,  feh.  6,  1989). 

New  Line  began  in  1967  when 
Shaye,  a  lawyer  with  celluloid 
dreams,  started  renting  movies  to  col- 
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New  Li)ie  Cinema's  Robert  Shaye 
Guerrilla  warfare  works. 

leges,  film  clubs  and  organizations. 
Reefer  Madness,  a  cult  film  made  in  the 
late  1930s,  helped  establish  Shaye  as  a 
distributor  of  offbeat  movies  to  target- 
ed age  groups.  The  company  really  hit 
the  big  time  with  Teetiage  Mutant 
Ninja  Turtles,  which  it  distributed  last 
spring.  But  this  was  almost  an  acci- 
dent, because  blockbusters  aren't 
really  New  Line's  business.  "It's  real- 
ly guerrilla  warfare  versus  the  bureau- 
cratic strategies  studios 
take,"  says  Kidder,  Peabody  analyst 
Christopher  Dixon. 

Metropolitan,  released  last  year,  is  a 
good  example  of  how  New  Line  oper- 
ates. The  film  chronicles  the  angst  of 
a  small  group  of  well-bred  preppies 
during  Christmas  vacation  in  New 
York.  The  critics  heaped  praise  on  the 
movie  and  its  amateur  cast  of  actors, 
yet  Meti-opolitaii  was  clearly  not  a  can- 
didate for  big  grosses,  T  shirt  licensing 
deals  or  music  videos. 


But  the  film  cost  under  $300,000. 
New  Line  screened  the  film  at  Smith 
College  and  Yale  to  generate  word  of 
mouth.  It  actually  made  a  profit  de- 
spite a  gross  of  only  $2.6  million — less 
than  many  studios  spend  on  a  movie's 
publicity  alone. 

The  20  films  New  Line  will  market 
this  year  include  the  wildly  frivolous: 
Suhurl)a>i  Com)na>ido,  with  wrestling 
star  Hulk  Hogan  as  an  alien  hiding 
out  on  Earth.  They  also  include  the 
serious:  Shadow  of  China  treats  poli- 
tics on  the  mainland.  For  all  of  these, 
the  average  cost  for  both  production 
and  promotion  will  be  around  $8  mil- 
lion per  film.  The  major  studios,  by 
contrast,  average  $40  million  on  both 
production  and  promotion. 

The  process  starts  in  New  Line's 
development  department.  Its  young 
scouts  comb  places  like  New  York's 
School  of  Visual  Arts  and  regional 
theater  and  music  festivals  for  talent. 
New  Line  enlisted  the  little-known 
rap  group  Kid  N'  Play  for  the  film 
House  Party;  released  last  year.  Kid  N' 
Play  went  on  to  be  proclaimed  one  of 
the  hot  pop  icons  of  the  Nineties  by 
Rolling  Stone  magazine,  while  House 
Party  went  on  to  rake  in  $26  million  at 
the  box  office. 

What  do  New  Line's  trend-spotters 
see  ahead?  Two  hot  topics  are  interra- 
cial relationships  and  multiple  di- 
vorce. New  Line  will  respond  this 
year  with  Hangin'  Out  with  the  Home- 
hoys,  about  an  interracial  gang  of  kids 
from  the  Bronx,  and  Step  Kids. 

Once  New  Line  has  its  films  in  the 
can,  it  waits  until  there  are  no  block- 
buster movie  openings  planned.  This 
means  lying  low  at  times  like  Christ- 
mas and  the  start  of  summer — a  tactic 
credited  with  insuring  the  success  of 
Nin/a  Turtles,  which  opened  in  the  usu- 
ally dull  Easter  season.  New  Line  also 
hedges  its  bets,  often  opening  films  at 
only  200  screens  and  expanding  distri- 
bution gradually  in  areas  where  it  sees 
signs  of  strong  demand. 

With  small  promotional  budgets. 
New  Line's  flacks  must  display  real 
ingenuity.  To  promote  its  upcoming 
movie.  Book  of  Lore,  a  teen  coming-of- 
age  romance.  New  Line  will  offer  free 
screenings  in  high  schools.  It  is  enlist- 
ing a  big  name  in  teen  fragrances;  if  a 
free  screening  doesn't  hook  the  audi- 
ence of  teenage  girls.  New  Line  fig- 
ures the  free  perfume  samples  will. 

For  its  do-gooder  road  movie.  Road- 
side Prophets,  proceeds  from  planned 
benefit  screenings  will  support  a  high- 
way cleanup  program  sponsored  by 
the  Route  66  Association — perfect 
lure  for  environmentally  conscious 
ex-hippies,  a  good  part  of  the  film's 
projected  audience.  ■ 
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ihere  is  nothing  like 
dream  to  create  the  future." 

Victor  Hugo 


The  nurturing  force  for  a  seed 
called  dream  is  our  desire  to  imagine  a 
better  tomorrow. 

Then  help  to  create  it. 

At  Toshiba,  we've  been  turning 
dream  into  a  tangible  future  for  over  one 
hundred  years. 

Sustaining  it  now  with  our 


commitment  to  manufacturing 

in  the  U.S.  And  with  a  wide  diversity  of 

products  of  the  highest  quality 

All  of  which  have  helped  make  us 
one  of  the  leading  electrical  and  electronic 
manufacturers  in  the  world. 

And  a  company  that  believes  dreams 
can  come  true. 


Color  TVs  &  VCRs  •  Computers  &  Printers  •  Copiers  •  CT  Scanners  •  Digital  Instrumentation  •  Disk  Drives  •  Facsimile  Systems  •  Home  Appliances  •  Industrial  Motors  &  Controls 

Liquid  Crystal  Displays  •  Medical  Tubes  •  MR  Imaging  •  Nuclear  Medicine  •  OPTO  Electronic  Devices  •  Picture  Tubes  •  Portable  Audio  •  Professional  Video  Systems  •  Room  Air  Conditioners 

Semiconductors  •  Telecommunication  Systems  •  Turbines  &  Generators  •  Ultrasound  •  Uninterruptible  Power  Supply  •  Variable  Speed  Drives  •  X-Ray  Systems 


In  Touch  with  Tomorrow 

TOSHIBA 


Can  two  luxury  cars  be  log- 
ically compared  with  such  a  glaring 


Cadillac 

Chrysler 

Sedan  DeVille 

Fifth  Avenue 

•  Driver's  Air  Bag  . 

•  Driver's  Air  Bag 

•  4-Speed  Automatic 

•  4-Speed  Automatic 

•  Automatic  Load 

•  Automatic  Load 

Leveling 

Leveling 

•  Room  For  Six 

•  Room  For  Six 

•  Dual  Electric 

•  Dual  Electric 

Mirrors 

Mirrors 

•  Stereo  Sound 

•  Stereo  Sound 

System 

System 

•  Automatic  Speed 

•  Automatic  Speed 

Control 

Control 

•  F"ully  Reclining 

•  Fully  Reclining 

Seats 

Seats 

•  Deluxe  Sound 

•  Deluxe  Sound 

Insulation 

Insulation 

disparity  between  them  in  price? 

The  answer,  in  this  case,  is 
unequivocally,  yes. 

As  you'd  expect  with 
the    high    level    of 
features  in  this  class 
of  automobile,  there 
are  variations  in 
certain  standard 


and  optional 
equipment  be- 
tween the  two. 


Driver-side  air  bag. 
Inflates  in  50  milliseconds. 


But  without  question,  Chrysler 


aniuei, 


bini 


New  Yorker  Fifth  Avenue 
Cadillac  Sedan  DeVille  are  bot 
very  luxurious.  Both  extraordinaril; 
well  equipped.  And  both  perforn, 
with  great  responsiveness 
Yet,  even  with  its  su 
stantial  price  advantage,  th 
'    Fifth  Avenue  doesn't  ask 
to  compromise  any  of 
requirements  in  creat 
comforts,  safety  or  handling, 
A  driver's  side  air  bag  i 
standard,  along  with  a  power  full. 


3L 

)rake 


isatl 
lyli 


you  Bd, 


ur.„3, 


'  Base  sticker  price  comparison.  Standard  equipment  leveis  vary.  Taxes,  destination  charRes  and  optional  equipment  extra.  '  ABS  brakes  optional  on  Fifth  Avenue  at  an  additional  cost  of  $899  M.S.R.P..  standard  on  Cadillac  Sedan  DeVille, 


■'  :are 


n  Cadillac  Sedan  DeWe 


ifth  Avenue. 


f 


1 


erRfihAvenue.$2a875 


uel-efficient,  fuel-injected 
1.3L  V-6  engine.  Anti-lock 
irakes  are  available.*  And  inside 
.  quiet  relaxing  environment 
ls  attentive  to  your  needs  as 
iny  luxury  car  in  the  world. 

Then  there's  Chrysler's 
'rystal  Key  Program.**  The 
ndustry's  best  luxury  sedan 
varranty.  A  protection  pack- 
ige  that  provides  better  owner 
:are  than  DeVille  with  bumper 


Advanced  anti-lock 
braking  system  (ABS) 


or  50,000  miles, 
in    addition    to 
Chrysler's  7/TO 
powertrain 
protection. 

With  all 
of  that  in  mind, 
'/    we  suggest  that 
a  hands-on  com- 
parison between  the 
Chrysler  New  Yorker  Fifth  Avenue 
and  Cadillac  Sedan  DeVille  is  well 


o  bumper  coverage  for  5  years       worth  making. 


Because  while  both  attest  to 
your  good  taste,  the  Fifth  Avenue 
offers  you  the  distinct  luxury  of 
arriving  with  $9,500  more  affluence! 

To  buy  or  lease,  please 
call  1-800-4A-CHRYSLER 


Chrysler 


Advantage: 
Chrysler. 


Based  on  pricing  and  warranty  information  at  time  of  printing. ' '  Excludes  normal  maintenance,  adjustments  and  wear  items.  See  5/50  and  7/70  (powertrain)  limited  warranties  at  dealer.  Restrictions  apply.  Buckle  up  for  safety. 


For  more  than  a  decade  Lowe's  Cos.  was  the  undisputed  leader 
among  home  fix-up  and  building  supply  retailers.  Today  upstart 
Home  Depot  is  king.  What  happened? 


A  chain's  weak 
links 


I 


Pairick  MtDonriL-ll 


By  Seth  Lubove 


Home  Depot  blows  away  Lowe's    . 


^^- 


Unfavorable  comparisons:  By  any  measure,  Home  Depot  has  passed 
Lowe's  in  the  home  remodeling  and  do-it-yourself  repair  business.  The 
problem:  trying  to  serve  two  customer  bases. 


ALL  DATA  BASED  ON  FISCAL  YEAR  UNLESS  OTHERWISE  NOTED 


SALES  (SBILLIONS) 


$180 


s.niuc   Wiitu  I  inc 


It's  gloomy  out  there  in  hous- 
ing land,  but  one  segment  is  doing 
reasonably  well:  the  $104  billion 
(sales)  remodeling  and  do-it-yourself 
home  repair  business.  People  who  are 
having  trouble  selling  their  houses  are 
fixing  up  instead.  Profits  at  $3.8  bil- 
lion (estimated  1990  sales)  Home  De- 
pot, Inc.,  the  country's  largest  home 
improvement  chain,  were  expected  to 
climb  around  40%  last  year. 

Until  recently,  the  do-it-yourself 
glory  that  is  now  Home  Depot's  be- 
longed to  Lowe's  Cos.  But  $2.9  billion 
(expected  1990  sales)  Lowe's  was 
passed  by  Home  Depot  in  1989;  the 
gap  continues  to  widen.  In  the  last  six 
months,  over  half  of  Lowe's  market 
value  has  evaporated. 

A  number  of  people  familiar  with 
the  building  supplies  business  say 
Lowe's  problem  boils  down  to  this: 
Management  is  trying  to  serve  two 
distinct  customer  bases — professional 
builders  and  amateur  fixer-uppers — at 
a  time  when  the  home  building  busi- 
ness is  in  a  serious  slump.  As  industry 
consultant  Bill  Lee  of  Greenville,  S.C. 
puts  it:  "Lowe's  is  having  difficulty 
deciding  if  they're  fish  or  fowl." 

Thirteen  years  ago  Lowe's,  which  is 
based  in  North  Wilkesboro,  N.C.  and 
has  307  stores,  mostly  in  small  towns 
throughout  the  South,  sold  62%  of  its 
tools  and  building  supplies  to  profes- 
sional contractors.  The  other  38% 
went  to  do-it-yourselfers.  In  1979 
Chairman  Robert  Strickland  decided 
those  ratios  were  lopsided,  so  he  set 
out  to  recast  roughly  half  of  its  stores 
as  "home  design  centers"  aimed  more 
toward  retail  customers. 

It  was  the  right  decision.  But  unlike 
Home  Depot,  Strickland  hasn't 
moved  aggressively  enough  to  exploit 
the  booming  home  retail  market. 

Strickland  declined  to  be  inter- 
viewed  for   this   article.    But   here's 
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of  Ideas: 
M&A1990^ 


In  1990,  more  than  145  clients  chose  First  Boston  to  help  them 
realize  their  M&A  objectives.  We  assisted  these  clients  in  186 
transactions  in  13  separate  business  categories  with  an  aggregate 

value  of  over  $80  i)illion  worldwide.  These 
accomplishments  are  particularly  meaning- 
hil  in  the  context  of  a  global  business 
environment  that  was  as  demanding  as  any  in 
recent  history. 

More  dian  ever  before,  clients  in  1990 
required  ideas  and  strategies  which  were  botli 
innovative  and  relevant.  These  companies 
sought  an  investment  banking  resource 
that  could  deliver  ftom  initial  concept 
through  final  closing.  How  did  we 
perform?  1  he  facts  on  these  pages  speak  for  themselves.  These 
facts  not  only  tell  you  who  is  performing  today,  but  who  has  the 
experience  to  perfonn  for  you  tomorrow. 

Whether  the  M&A  assignment  is  domestic,  crossborder  or 
international.  First  Boston's  te^im  of  195  professionals  will  continue 
to  combine  ideas  with  the  financing  capabilities  our  clients  expect 
and  rely  on.  That  proven  combination  generates  results— and 
a  record  like  the  one  on  these  three  [)ages. 


Firsl  Boston  Client 


Description  of  Transaction 


Approximate  Size  of  Transaction 


Building  Products 


Dall.T-  (■iirpiiration 

Dundee  (.enienl  C^ompanv.  a  subsidiiin  of  HOL.NAM  INC. 

Fideico  C^apial  Group 

Sikes  Corporation 


Sale  of  Cornpanv  to  Bessemer  Securities  ( loqjoration 
Merger  for  C.asfi  witli  Nortfiwestem  Stales  I'oilland  Cement  (;ompany 
Divestiture  of  Modemfold,  Inc.  to  Maiden  I  jne  Associates,  Ltd. 
Sale  r)f  Companv  to  Premark  International.  Int. 


$i').-).ooo,ono 

42,000,000 

Not  Disclosed 

201,000,000 


Chemicals  &  Allied  Products 


The  Dexter  Corporation 

Ecolab,  Inc. 

Ethyl  Corporation 

The  Ceneral  Electric  Company  pic  and  Siemens  AG 

Hoechst  C;elanese  Corporation 

Huntington  laboratories.  Inc. 

Quantum  Chemical  Corporation 

Roche  Holding  AG 


Divestiture  of  I'V'C  C>)mi>ounding  Business  lo  l-Aode  (.rouj)  pic 
loiiil  Venture  and  Acquisition  of  Cleaning  and  Sanitizing  Busin( 


)ivestiture  of  Hardwic1<e  Ctiemical  Conipanv  lo  M  I  M  1'1( 


linesscs  with  Henkel  KGa.A  (Pending) 


Divestuure  of  Birkhvs  Plastiis  LID  lo  Manibeni  ()oq)onition 

Sale  of  'li.X'r  lnt(r<st  in  <  )siii(inics.  Inc.  lo  Osmonics,  liu  . 

Sale  of  (^oinp.iin  lo  Pn\.iie  Investor  Group  > 

Divestiture  ol  PoKalphaolelins  Business  lo  Ellivl  C^oqjor.ilion 

Divestiture  ol  Plant  Proieclion  Operations  of  I'he  Maag  (iroup  to  Ciba-(ieigy  (Pending) 


Not  Dist  lf>sed 
Not  Disclosed 
$112,000,000 
Nol  Disclosed 
Nol  Disclosed 
Nol  Disclosed 
•18,000,000 
Nol  Disclosed 


Consumer  Products  8c  Services 


AB  Volvo  and  Procc^rdia  ."KB 

The  Boots  Company  PIX: 
Canadian  Pacific  Hotels  Corporation 

Chauwell  Associates 

Esselte  AB 

Fedders  Corporation 

Kay  Jewelers,  Inc. 

Lion  Nathan  Limited 

MacAndrews  &r  Forbes  Group  Inc. 

Mary  Kay  Corporation 

TravCorps  Corporatif)n 


.Advice  to  .\B  Volvo  on  .Merger  of  Procordia  AB,  Pharmacia  AB,  Pro\endei  AB,  Dealer/Manager  lor  $6,200,000,000 

AB  Volvo  and  Procordia  AB  in  U.S.  Offers  for  Phamiacia  AB 

Divestiture  of  Ward  White  U.S.  Automotive  Ciroup  lo  WSR  Acquisition  Corporation  Nol  Disclosed 
Acquisition  of  80%  Interest  in  MetHotels  Inc.  of  Pfioenix  from  MeliDpolilan  Life  Insurance  Company        Nol  Disclosed 

of  New  York  (Pending) 

Proxy  Contest  for  Avon  Products,  Inc.  1,919,000.000 

Merger  for  Cash  with  Esselte  Business  Svslems  Inc.  215,000,000 

Acquisition  of  The  Emerson  Quiet  Kool  Unit  from  Jepson  Corporation  (Pending)  5f),000.000 

Merger  to  Preferred  Stock  with  Ratnei^  Grout)  pic  451,000,000 

Divestiture  of  Woolworths  New  Zealand  Limited  to  Dairy  Farm  Inlenialional  Holdings  Limited  105, 000,000 

Divestiture  of  Crosman  Products  Inc.  to  Worldwide  Sports  &  Recreation  Inc.  (Pending)  Not  Disclosed 

.Advice  with  Respect  to  Recapitalization  SOO.OOO.OOO 

Sale  of  Company  lo  Chemical  Venture  Partners  and  .Management  Nol  Disclosed 


Financial  Institutions 

Banco  Gtncr.il  de  Negocios,  S.,A. 

Burton  Group,  pic 

Central  Co-operative  Bank 

CIS  Corporation 

Citadel  Holding  Corporation 

Citadel  Holding  Corporation 

Citizens  Financial  Group,  Inc. 


Comerica  Incorporated 

CS  First  Boston,  Inc. 

CS  Holding 

C&S/Sovran  Financial  Corporation 

Empire  Federal  Savings  of  America  of  Bufialo 

First  Security  Corporation 

First  Security  Corporation 

Jarden  Moigan  Limited 


Privatization  of  Banco  Comercial.  S.A.,  Montevideo,  LIraguay  Nol  Disclosed 

Divestiture  of  Burton  Group  Financial  Services,  pic  to  General  ElecQic  Capital  Corporation  $  1 , 1 :W,000,000 

Merger  for  Cash  with  Somerset  Bankshares  Inc.  (Pending)  38,000,000 

Divestiture  of  Canadian  Operations  to  Manufacturer  Finance  Programs  Ltd.  18,000,000 

Acquisition  of  Westwood  Savings  and  Loan  Association  from  Resolution  Trust  Oirporation  Not  Disclosed 

Accjuisition  of  Investment  Federal  Savings  and  Ix)an  Association  from  Resolution  Tnist  Corporation  Not  Disclosed 

Acquisition  of  Bank  of  New  England-CJId  (Colony,  N.A.  from  Not  Disclosed 

Bank  of  New  England  Corporation  (Pending) 

Merger  for  Stock  with  Plaza  Commerce  Bancorp  (Pending)  1 17,000,000 

Merger  for  Cash  with  Jarden  Morgan  NZ  Ltd.  (Pending)  Not  Disclosed 

.Acquisition  of  Clariden  Bank  from  CS  First  Boston,  Inc.  239,000,000 

Stock  Swap  Merger  with  The  Citizens  and  Southern  Corporation  and  Sovran  Financial  Corporation  4,700,000,000 

Sale  of  SuDstantially  all  of  the  Auto  Installment  Loan  As.sets  to  General  Electric  Capital  Corporation  Not  Disclosed 

Merger  for  Cash  with  Twin  Falls  Bank  &  Trust  Company  Not  Disclosed 

Merger  for  Common  Stock  with  L^nited  Savings  Bank  of  Salem,  Oregon  33,000,000 

Divestiture  of  North  American  and  L'nited  Kingdom  Retail  Foreign  Exchange  Businesses  of  12.000,000 

Deak  International  Inc.  to  The  Thomas  C>)ok  Group  Limited 


to  First  Boston 


A  CS  First  Boston  Company , 


1990  M&A  Results  (Continued) 


Fits!  Boston  Clienl 


Description  of  Transaction 


Approximate  Size  of  Transaction 


MC^orp 

MCorp 

Nolda  0\ 

Nonvcsi  t'orporation 

The  Planters  Coqjoration 

Rochester  Community  Saving>  Bank 

Security  Pacific  Corporation 

Society  Corporation 
Society  Corporation 
Society  Corporation 
S<")ciet\  Con^oralion 
L  nited  Banks  of  Colorado,  hii. 


Divestiture  of  MVestnient  to  Ameiirrusi  Corporation  12().()()().()0() 

Divestiture  of  MBank  Brt)wns\ille.  El  Paso.  ;uid  Corpus  C:hristi  to  PrivTite  Investor  (irtiups  (Pending)  Not  Disclosed 

Acquisition  of  a  Majority  Interest  in  NKF  Holding  \  \.  lOO.OOO.OOO 

Meiser  witli  First  \linnesota  Savings  Bank  Not  Disclosed 

Stock  Swap  Merger  with  Peoples  Bancoiporation  {N.(  .)  and  Centura  Banks,  Inc.  201,000,000 

Meiger  for  C'ash  witli  Shadow  Ij«n  Savings  Bank  Not  Disclosed 

Sale  of  5%  Equity  Interest  in  Consumer  and  Commercial  Services  Ciroups  of  85.000,000 

Security  Pacific  Financial  Services  Systems,  Inc.  to  MiLsui  Bank  Ltd. 

Merger  for  C>>mmon  Stock  with  Tnistcorp,  Inc.  503,000,000 

Divestiture  of  Trusicorj)  Bank  Columbus.  N.A.  to  First  of  America  Bank  Corporation  Not  Disclosed 

Divestiture  of  Truslcoq)  Banks,  Hartford  City  and  Dunkirk  IN.  to  First  Financial  Bancoqj  Not  Disclosed 

Divestituie  of  Trusicorp  Bank  Huntington.  N.,\.  to  Fort  WavTie  National  Corporation  (Pending)  Nol  Disclosed 

Merger  for  Stock  with  Norvvest  Coiporation  (Pending)         '  4:«).0()0,()00 


Food  8c  Beverage 

Borden  liu  , 
Celbasa-.VrC),  S.A. 
Lion  Nathan  Limited 
Magnum  Coiporation  Limited 
MomingStar  roods.  Inc. 
MomingStar  Foods,  Inc. 
Perrier  S.A. 
Sealaska  Corporation 
Suntory  Limited 
Whitman  Cor))oralion 


Divestiture  of  U.S.  Butter  Group  to  Societe  de  Diffusion  Internationale  Agro-AIimentaire  Not  Disclosed 

Joint  Venture  involving  E,(|uit\  ParticipanLs  and  L'nion  Uiitiere  Nomiancic  Nol  Disclosed 

Acquisition  of  50%  Interest  in  National  Brewing  Holdings  Limited  $(10(i,()()().(Ml() 

Acquisition  of  Stakeholding  in  Orlando-Wyndham  Estate  Pernod  Ricard  .\ustralian  Wine  (iroup  Not  Disclosed 

Divestiture  of  Texas  Dairy  Operations  to  Southern  Foods,  Inc.  Not  Disclo,sed 

Divestiture  of  Adolir  Famis  to  Investor  Croup  Nol  Disclosed 

Divestiture  of  Soft  Drinks  Division  to  C:adbury  Schweppes  PLC  217,000,000 

Divestiture  of  Ocean  Beautv  Seafoods.  Inc.  to  Ika  Muda  Croup  Not  Disclosed 

Acquisition  of  Interest  in  .Allied-Lyons  PLC;,  Increasing  Ownership  to  5%  163,000,000 

Spinoff  of  Pet  Incorporated  to  Shareholders  (Pending)  Not  Disclosed 


Health  Care 


■Xnieiit.iii 
.American 
.American 
American 
-American 
American 
American 
American 


Medical 
Medical 
Medical 
Medical 
Medical 
Medical 
Medical 
Medical 


International,  Inc 
International.  Inc. 
International,  Inc. 
International,  Inc. 
International,  Inc. 
International,  Inc. 
International,  Inc. 
International,  Inc. 


American  Medical  International,  Inc. 

C^OBE  I,aboralories,  Inc. 

Committee  of  Dalkoii  .Shield  Claimants 

Diasonics,  Inc. 

F,.  1.  du  Pont  de  Nemours  and  Company 

Evans  Healthcare  Limited 

National  InteiCToup  Inc. 

PCS,  Inc. 

Rorer  Group  Inc. 


Divestiture  of  Hospiuil  Svstenis  liiieniatioiial  Limited  to  ,\itoIv  AG  $      15,000.000 

Divestiture  of  Community  Hospital  of  Santa  Clru?  to  Catholic  Healthcare  West  Not  Disclosed 

Sale  of  6,5%  Interest  In  AMI  Healthcare  Ciroup  pic  to  C^ompagnie  Clenerale  des  Eau.x  271,000,01)0 

Divestiture  of  4  Acute-Care  Hospit.ils  in  Swityerland  to  Klinlli  Hirslanden  .A.C.  168,000,000 

Divestiture  of  2  Acute-Care  Hospitals  in  Spain  to  Previasa  S..A.  de  Seguros  y  Reaseguros  22,000,000 

Divestiture  of  2  Acute-Care  Hospitals  in  Denver,  Colorado  to  PSI.  Healthcare  System,  Inc.  (Pending)  Not  Disclosed 

Divestiture  of  2  Psychiatric  Hospitals  in  Florida  to  American  Health  C^are  Properties,  Inc.  Not  Disclosed 

Divestiture  of  2  Psychiatric  Hospitiils  in  Massachusetts  to  American  Health  Care  Properties,  Inc.  Not  Disclosed 

and  Wesnvood-t'embroke  C^oiporaUon 

Divestiture  of  Doctor's  Hospital,  Inc.,  Prince  Cieorge's  C^ountv.  Maryland  to  Doctor's  Hospital,  Inc.  Not  Disclosed 

SaleofCoiiipany  toCiambro  Aktiebolag  280,000,000 

Advisors  to  (claimants  in  .American  Home  Products  C:or[)oration's  Accjuisition  of  3,300,000,000 

AH.  Robins C^ompanv.  Inc. 

Sale  of  Magnetic  Resonance  Imaging  Division  to  Toshiba  American  Medical  .Systems,  Inc.  Not  Disclosed 

Joint  Venture  witji  Merck  &  C:o.,  Inc.  Not  Disclosed 

Sale  of  C;ompanv  to  Medirace  PLC;  139,000.000 

Proxy  C:ontesl  by  Centaur  Paitners,  L.P  345,000,000 

Sale  of  remaining  20%  Interest  to  McKesson  C>>rporation  50,000.000 

Multi-Step  Combinaticm  with  Rhcine-Poulenc  S.A.  3.400,000,000 


Industrial  &  Other 


.ABB  ,Asea  Brown  Boverl  Ltd 

ABB  Asea  Brown  Boven  Ltd 

American  NuKEM  CiorporaUon 

American  Optical  Cxiiporation 

American  Tape  Company 

Australian  Holdings  Limited 

Chrysler  Corporation 

CIC  Canadian  Investment  Capital  Limited 

Clark  Equipment  Company 

Copperweld  Corporation 

Easco  Hand  Tools,  Inc. 

Farley  Inc. 

Fletcher  Challenge  Limited 

Ford  Motor  C'ompanv 

C.  Itoh  &  C;o.  Ltcf 

HMA  Invesmients.  Inc. 

Jarden  Morgan  Limited 

Kelso  &  Co. 
Lehel  Hiitogepgyar  Rt 
Mitsubishi  Estate  Company,  Ltd. 
PPI  Delmonte  Fresh  Produce  BV 

Swiss  Air  Transport  C^ompany  Ltd. 


Cash  Tender  Offer  for  Combustion  Engineering^  Int.  $  1  .fiOO.OOO.OOO 

Divestiture  c)f  C.eoigia  Kiiolin  Company,  Inc.  to  ECX'.  Group  PLC  (Pending)  520,000,000 

Cash  Tender  Offer  for  ENSR  C:orporatjon                                                       '  120,000,000 

Divestiture  of  the  Assets  of  AO  Safety  to  Cabot  Corporation  Not  Disclosed 

Sale  of  Company  to  STC  Corporation  Not  Disclosed 

Acquisition  of  ,\iutual  Pacific  Corporation  Limited  by  Management  Not  Disclosed 

Divestiture  of  Gulfstream  Aercjspace  Ccjrporation  to  forstmann  Little  &  Co.  and  Allen  E.  Paulson  825,000,000 

Divestiture  of  Fabrene  Inc.  to  The  InterTech  Group  Inc.  Not  Disclosed 

Merger  for  Cash  with  Hurth  Axle  S.p.a.  Not  Disclosed 

Merger  for  Cash  with  Imetal  S.A.  180,000,000 

Merger  for  Common  Stock  with  Danaher  Corporation  125,000,000 

Divestiture  of  Doehler-Jarvis  Unit  to  ICM/DI  LP  140,000,000 

Acquisition  of  Minority  Interest  from  Shareholders  Not  Disclosed 

Divestiture  of  Ford  New  Holland,  Inc.  to  Fiat  S.p.A.  (Pending)  Not  Disclosed 

Acquisition  of  5%  Interest  in  Klockner-Werke  AG  and  Formation  of  Joint  Venture  Not  Disclosed 
Recapitalization  of  Schuylkill  Metals  Corporation  by  Schuylkill  Holdings,  Inc.  and  Caticorp  Venture  Capital  Ltd.         70,0(X),(K)0 

Divestiture  of  Australian  and  New  Zealand  Precious  Metal  Refineries  of  Deak  International  Inc.  9,000,000 

to  Johnson  Matthey  PLC 

Cash  Tender  Offer  for  Earle  M.  Joigensen  Company  287,000,000 

Privatization  and  sale  by  Hungarian  State  Property  Agency  to  AB  Electrolux  (Pending)  Not  Disclosed 

Acquisition  of  51%  Interest  in  Rockefeller  Group  Inc.  846,000,000 

Sale  of  9  Refrigerated  Cai^o  Vessels  to  A  Consortium  of  Halslund  Nycomed  A/S,  Kvaemer  A/S  238,000,0(J0 

and  Other  Investors 

Acquisition  of  50%  Interest  In  Swissotel  Group  from  Nestie  S.A.  Not  Disclosed 


Insurance 


.AmBase  Corporation 

Am  Base  Corporation 
American  General  Corporation 
Calfed  Inc. 

First  Executive  Corporation 
I.C.H.  Corporation 

Lincoln  Naticinal  Corporation 
Metropolitan  Life  Insurance  C^ompany 
The  Scibe'.s  Bruce  Group.  Inc. 


Divestiture  of  Home  Insurance  Company  to  TVH  Acquisition  Corporation,  an  affiliate  of 

Trygg-Hansa  AB  Ciroup  (Pending) 
Divestiture  of  Commonwealth  Insurance  Company  to  Fairfax  Financial  Holdings  Limited 
Proxy  Contest  by  Torchmark  Corporation 

Divestiture  of  Beneficial  Standarci  Life  Insurance  Company  to  Conseco,  Inc.  (Pending) 
Advice  with  Respect  to  Recapitalization  (Pending) 
Divestiture  of  Marquette  National  Life  Insurance  Oimpany  and  .Annuity  Assets  to 

Consolidated  National  Corporation  and  Robert  T.  Shaw 
Divestiture  of  National  Reinsurance  C^orporation  to  The  Robert  M.  Bass  Group  Inc. 
Divestiture  of  Metropolitan  Reinsurance  C^ompany  to  Skandia  America  Corporation 
Divestiture  of  Clav  &  Taylor.  Inc.  to  European  International  Reinsurance  Co.,  Ltd. 


•$    970.000.000 

49,000,0(J0 

6.369,000.000 

140,000.000 

Not  Disclosed 

66,000,000 

395,000,000 
Not  Disclosed 

35,000.000 


Media  8c.  Entertainment 


BMA  C^omoratioii 
E.s,selte  AB 
F^sselte  AB 
Esselte  AB 
C;P  Group  Inc. 
Outiet  Communications.  Inc. 

Scripps  Howard  Broadcasting  Company,  a  subsidiary 
of  The  F.W  Scripps  Company 


Divestiture  of  KDVR-TV  (Denver,  C>>lorado)  to  C;h;ise  Communications,  Inc. 
Divestituie  of  Publishing  .Activities  to  Liber,  a  Unit  of  Procordia  AB,  et  al. 
Divestiture  of  Printing  Activities  to  a  Management  Buyout  Group 
Divestiture  of  Esselte  Bokliandel  to  Konsumentforeningen  Stockliolm 
Acquisition  of  The  Star  from  The  News  Corporation  Limited 
Divestiture  of  2  Radio  and  2  Television  St;itions  to  C^^hase  Communications,  Inc. 
Acquisition  of  Baltimore,  MD  Television  Station  WMAR,  a  unit  ofGillett  Group,  by 
Scripps  Howard  Broadcasting  C^ompany  (Pending) 


$  12,000,000 
1.30,000,000 
11,000,000 
26.000.000 
400.000.000 
120.000,000 
155,000,000 


Firet  Boston  Client 


Description  of  Transaction 


Approximate  Size  of  Transaction 


TVX  Broadcast  (Iroiip  Ini 
WestMarc  Comiiiunicatiims,  Iik 
Woliers  KIuuci  n\ 


Sale  of  Company  lo  Paramount  Omimunications  Inc.  (I'cniliiii^) 
Mei^cr  foi  Cash  and  Sccuniics  witli  Iclf-Communitations,  Iric . 
Acquisition  o(J.  B.  I.ippintott  Comp.in\  troni  llic  News  Cioiponttion  l.imin-d 


T.'i.ODO.OdO 
L'4().()00,()()0 
2.'5().(K)(),000 


Natural  Resources 


Asahi  Class!  ,,,  I  i,i. 
Ashland  Oil,  Inc. 
Baker  Hughes  Incorporated 
Baker  Hughes  Incorporated 
Baker  Hughes  Incorporated 
CSX  Corporation 

Diversified  Energies  Inc. 

Elders  IXL  Limited 

Freeport  McMoran  Oil  &  CfHS  Companv 

Imperial  Oil  Limited 

Imperial  Oil  Liinited 

Imperial  Oil  Limited 

Imperial  Oil  Limited 

Imperial  Oil  Limited 

Imperial  Oil  Limited 

Imperial  Oil  Limited 

Longview  Fibre 

Mission  Resource  Partnere,  LP. 

National  Intergroup  Inc. 

The  Southland  Corporation 

Sunshine  Mining  Companv 

Svenska  Cellulosa  Aktiebolaget  SCA 

Texas  Oil  and  Gas  C^orporatioti, 

a  subsidiary  of  L'SX  Corporation 
Texas  Oil  and  Gas  Corporation, 

a  subsidiary  of  USX  Corporation 
Triton  Europe  pic 
Triton  Europe  pic 
USX  Corpoiation 


Formation  of  Tenneco  Soda  Ash  Joint  Venture  witli  Tenneco  Minerals  Co.,  a  unit  of  Tenneco  Inc.  $    KXI.OdO.OOD 

Divestiture  of  Beaird  Industries,  Jnc.  lo  Triniry  Industries,  Inc.  Not  Disclosed 

Acquisition  of  Eastman  Chnstensen  from  Norton  (Company  550.000,(H)() 

Acquisition  of  Tracor  Instruments  Group  from  Fracor,  Inc.  Not  Disclosed 

Divestiture  of  Mining  Equipment  Group  to  OV  Tampella  AB  Not  Disclosed 

Divestiture  of  CSX  Enet^  C^orporation  to  Enron  Gas  Processing  Company.  Not  Disclosed 

a  subsidiarv  of  Enron  C;orpor^tion 

Merger  for  Common  Stock  with  Arkia  Inc.  63(),(K)(),0()() 

Sale' of  53%  Interest  in  Elders  Resources  NZFP  to  Carter  Holt  Hanev  Limited  485,0()(),()0() 

Sale  of  18.5%  Interest  to  Freeport  McMoran  Inc.  253,000,000 

Divestiture  of  Certain  Assets  of  Imperial  Oil  Limited  and  McColl-Frontenac  to  Ultramar  Not  Disclosed 

Divestiture  of  Certain  Assets  of  Texaco  Canada  and  McColl-Frontenac  to  Island  Petroleum  Not  Disclosed 

Divestiture  of  Certain  Oil  and  Gas  Properties  to  Various  Purch;isers  43,000,000 

Divestiture  of  Certain  Oil  and  Gas  Properties  to  OMV  (Canada)  Ltd.  99,000,000 

Divestiture  of  Certiiin  Oil  and  Gas  Properties  to  Home  Oil  Company  Limited  45.000,000 

Divestiture  of  Certiiin  Oil  and  Cias  Properties  to  Chevron  Canada  Resources  Limited  21,000,000 

Divestiture  of  Certoin  Oil  and  Gas  Pioperties  to  Lasmo  Canada  Inc,  (Pending)  55,000,000 

Proxy  Contest  by  Highland  Capital  Inc.                                                                "  616,000,000 

Divestiture  of  Substantial  Iv  all  its  Oil  and  Gas  Properties  to  Various  Purchasers  Not  Disclosed 

Cash  Tender  Offer  for  Permian  Partners,  L.P.  56,000,000 

Sale  of  Remaining  ,50%  Interest  in  CITGO  Petroleum  Corporation  to  Petroleos  de  Venezuela,  S,A.  675,000,000 

Divestiture  of  Substiintiallv  all  L  .S.  Oil  and  Natural  Gas  Reserves  to  Sonat,  Inc.  (Pending)  150,000,000 

Acquisition  of  5%  Interest  in  Feldinuehle  Nobel  95,000.000 

Divestiture  of  Certain  Oil  and  Gas  Properties  and  Related  A.ssets  to  Bridge  Oil,  Ltd.  159,000.000 

Divestiture  of  Certain  Oil  and  (ias  Properties  and  Related  Assets  to  Sonat.  Inc..  193.000.000 

together  with  Arco  Oil  and  (ias  (x)mpany  a  unit  of  Atlantic  Richfield  Companv 

Divestiture  of  Dutch  Offshore  .Assets  to  Clycle  Petroleum  Not  Disclosed 

Divestiture  of  Selected  UK  Ofishore  .Assets  to  Conoco.  Inc..  a  unit  ol  F..  I.  dti  Pont  de  Nemours  and  Compain  61.(KK).(KM) 

Proxy  C:ontest  by  Carl  Icahn  9,367,000,000 


Technology 


Analog  Devices,  Inc. 

Bicoastal  Corporation 

Brauerei  Eichhof 

Brauerei  Eichhof 

Ciba-Geigy 

Ciba-Geigy 

Cipher  Data  Products,  Inc. 

Coin  Systems 

Control  Data  Corporation 

Hercules  Incorporated 

Kollmot^en  Corporation 

Kollmoi^en  (>)rporation 

Litton  Industries,  Inc. 

Litton  Industries,  Inc. 

Lockheed  C^orporation 

Ix)ckheed  Corporation 

Lockheed  Corporation 

Lotus  Development  Corporation 

Prime  Computer,  Inc. 

Schtack  Group 

Seer  Technologies,  Inc. 

STC  PLC 

TRW  Inc. 

Varian  Associates  Inc. 

Varian  Associates  Inc, 

Varian  Associates  Inc. 

Wyse  Technology  Iijc. 


.Acquisition  of  Precision  Monolitliics  Inc.  for  (^ash  and  Warrants  $      61,000,000 

Divestiture  of  Link-Miles  Limited  to  I'homson-CSK  100,000.000 

Cash  Tender  Ofler  lor  International  Color  Management  PLC  (Pending)  27.000.000 

Acquisition  of  .Applied  Color  Systems  Inc.  Not  Disclosed 

Divestiture  of  Gretag  Image  Svsiems  to  .Ampro  Coq)  Nol  Disclosed 

Divestiture  of  (irelag  Group  to  Gretag  Management  Nol  Disclosed 

Sale  of  Company  lo  Archive  C:oiporation  120.000,000 

Ac(|uisiti()n  of  (JonveiTJent  Dealership  Ciroup  from  Unisys  Cor|)oration  Not  Disclosed 

Divesiiture  of  US  Opcr.iuons  ol  Itiird  Party  Maintenance  Seivices  Business  to  Bell  Atlantic  (^oipoiation  Not  Disclosed 

Divestiture  of  Aircialt  it  Electronics  Units  to  tlic  B.  F.  (loodrich  (ximpaiiy  (Pending)  176,000,000 

Divestiture  of  Interest  in  Addiiive  Products  Business  to  Akzo  N,V.  and  AMP  Incotpotated  50,000,000 

Proxy  Contest  by  Veniitron  Coiporation  1 1 1,000,000 

Divestiture  of  Certain  Assets  of  New  Britain  Machine  to  DeVlieg-Bullard,  Inc,  Not  Disclosed 

Divestiture  of  Potentiometer  Division  to  Veminon  Cotpoi.ition  Not  Disclosed 

Divestiture  of  CADAM,  Inc.  lo  Inteniational  Business  .Machines  Corporation  Not  Disclosed 

Divestiture  of  Metier  lo  Lucas  Engineering  and  Svsiems,  Ltd.  61,000.000 

Proxy  Contest  by  NI.  Industries  2.I.SH,l)00,000 

Acquisition  of  Samna  Corporaticm  (i5, 000,000 

Sale  of  Company  lo  DR  Holclings  Inc.,  a  subsidiary  ol  J.  II.  Whilncv  it  Co.  1,497,000,000 

Sale  of  an  83%  Interest  to  ( Teclit;mst;ilt  Bankverein  and  Eiicsson  (Pending)  Not  Disclosed 

Joint  Venture  witfi  Ilie  First  Boston  (ioiporalion  and  Inteniational  Business  M<)chiiies  Coiporation  Nol  Disclosed 

Divestiture  of  80%  Interest  in  ICL  Ltd.  to  Fujitsu  Ltd.  I ,.300,000,000 

Divestiture  of  (.usioiner  Service  Division  lo  Phoenix  Technologies  Inc.  (Pending)  Not  Disclosed 

Divestiture  of  Several  Non-Core  Operations  to  DKP  Electronics,  Inc.  (Pending)  Not  Disclosed 

Divestiture  of  Solid  Stiite  Openitions  to  Litton  Industries,  Inc.  (Pending)  Not  Disclo.sed 

Divestiture  of  Radio  Frequency  Subsystems  to  Signal  lechnologv  Coiponiiion  (Pending)  Not  Di.sclosed 

Sale  of  Companv  to  Ch.mnel  fntemational  Corporation  26S.OO0,0OO 


Telecommunications  &  Utilities 


Her  Majesty  the  Queen  in  Right  of  New  Zealand       Sale  of  Telecom  Cor])oration  of  New  Zealand  Limited  to  Amencan  Infonnation 


The  Kansas  Power  Sc  Light  (lompany 

Pacific  Telesis  Group 

Pinnacle  West  Capital  Coiporation 

Portland  General  Corporation 

Public  Service  Company  of  New  Hampshire 

SCEcorp 


Technologies  Conjoration  and  Bell  Atlantic  (Coiporation 
Mei^er  for  Cash  anci/or  Stock  with  Kansas  Gas  Sc  Electric  (Company  (Pending) 
Joint  Venture  and  Related  Transactions  with  Cellular  Cominuiiicaiicms,  Int. 
Advice  with  Respect  lo  Unsolicited  Offer  by  Pacific(]orp  (Witluliawn) 
■Acquisition  of  up  to  a  49%  Interest  in  Bonneville  Pacific  Corporation 
Merger  for  Cash  and  Securities  with  Northeast  Utilities  (Pending) 
Merger  for  Common  Stock  with  San  Diego  (las  it  Electric  Companv  (Pending) 


$2,440,000,000 

992.000.000 
Not  Disc  losed 
1,820.000.000 
34.000.000 
2,370,000.000 
2,397.000.000 


Transp 


ortation 


Deutsche  Lufthansa  .AG 


Iberia  Airlines 
Singapore  Airlines  Ltd. 
UAL  Corporation 


Acquisition  along  with  lapjan  Air  Lines  and  Nissho  Iwai  Corjjoralion.  of  57.5%  Interest 

in  DHL  Worlclwide  Express.  12.5%  to  be  acquired  initially  with  .in  option  to  acquire  a  total  of 
57.5%  within  18  months  (Pending) 

Acquisition  along  with  Cielos  del  Sur  of  85%  Interest  in  Aerolineas  .Ar)renlinas  (Pending) 

Sale  of  3%  Interest  to  Delta  Airlines.  Inc. 

Representation  of  UAL  Corporation's  Board  of  Directors 


$    288,000.000 


550,000.000 

185.000.000 

4.568,000.000 


First  Ideas, 
Then  Results. 

©  First  Boston 


A  CS  First  Boston  Company 


what  happened:  As  Lowe's  old  line 
professional  clientele  began  griping 
about  waiting  in  slow-moving  check- 
out lines  behind  befuddled  do-it-your- 
selfers who  don't  know  a  joist  from  a 
j-hook  (customers  began  calling 
Lowe's  "Slow's"),  Strickland  began 
trying  to  appease  the  contractors. 
Since  1988  Lowe's  has  opened  nine 
no-frills  "contractor  yards."  As  a  re- 
sult, Lowe's  has  increased  the  propor- 
tion of  sales  accounted  for  by  ama- 
teurs— to  around  two-thirds — but  it 
still  depends  on  the  depressed  con- 
tractor trade  for  the  other  third.  When 
the  housing  business  is  slow,  as  it  is 
now,  this  hurts  Lowe's  bottom  line. 
At  Home  Depot,  meanwhile,  less 
than  10%  of  revenues  are  generated 
by  professional  builders. 

As  part  of  its  tight  focus  on  amateur 
builders.  Home  Depot  has  made  a  reli- 
gion of  providing  first-rate  customer 
service.  Clerks  may  be  former  carpen- 
ters or  painters.  Contrast  this  to 
Lowe's,  where  the  clerks  typically 
aren't  professional  craftsmen. 

But  the  biggest  difference  between 
Lowe's  and  Home  Depot  lies  in  the 
size  of  their  stores.  Home  Depot  has 
concentrated  on  huge  stores,  averag- 
ing 100,000  square  feet  and  carrying 
over  30,000  items.  Lowe's  stores  are, 
on  average,  less  than  one-quarter  the 
size  of  Home  Depot's  and  usually 
stock  fewer  than  20,000  items. 

When  Lowe's  started  building 
25,000-to-54,000-square-foot  stores  in 
1984,  Strickland  vowed  never  to  build 
the  giant  warehouse  facilities  that  are 
Home  Depot's  trademark.  Recently, 
however,  Strickland  has  admitted  his 
mistake:  In  October  Lowe's  opened 
its  first  100,000-square-foot  store,  in 
Charlotte,  N.C. 

"They're  probably  about  five  years 
late  in  pursuing  this  strategy,"  says 
Dan  Wewer  Jr.,  an  analyst  at  Atlanta's 
Robinson-Humphrey  Co.  "I  give 
them  credit  for  the  changes,  but 
they're  too  late."  Wewer  thinks 
Lowe's  fiscal  1990  earnings  will  fall 
below  1989's  $75  million  ($2  a  share). 
Home  Depot  will  earn  at  least  twice 
as  much. 

Lowe's  is  still  a  power  in  the  build- 
ing supplies  business.  Financially,  for 
example,  its  inventories,  while  grow- 
ing, are  conservatively  financed.  And 
the  company's  long-term  debt,  at 
$164  million,  is  a  comfortable  20%  of 
total  capital;  at  Home  Depot,  debt  is 
around  half  of  capital.  With  over  30% 
of  its  stock  in  friendly  employee  and 
management  hands,  and  a  $65  million 
buyback  program  under  way,  Lowe's 
needn't  worry  about  hostile  suitors. 
But  neither  is  it  likely  to  regain  the 
lead  it  has  lost  to  Home  Depot.  ■ 


For  the  past  several  years,  George  Mitchell 
has  been  in  the  wrojig  businesses  at  the 
UTong  time  in  the  wrong  place.  He  sur- 
vived, and  things  are  looking  up  again. 


Staying  power 


tail 


stnic 


By  Toni  Mack 


The  vise  around  George  Mitchell's 
Mitchell  Energy  dk  Development 
Corp.  is  loosening.  The  company  is  in 


are  up.  It  also  has  a  cash-thirsty  land 
development  arm;  real  estate  prices  in 
Houston,  where  Mitchell's  land  is,  are 
rebounding  along  with  oil.  The  $750 
million  (estimated  fiscal   1991  reve- 
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the  oil  and  gas  business;  energy  prices     nues)    company   will    probably   earn 


George  Milchell.  cbdiiniciii  of  Mitchell  F.nei\nv 

Will  he  split  the  energy  and  real  estate  operations? 
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about  $47  million  (or  $1  a  share)  for 
the  fiscal  year  ending  Jan.  31.  That's 
the  most  the  company  has  earned  in 
five  years. 

The  story  of  George  Mitchell's  as- 
cent is  fairly  widely  known.  His  fa- 
ther was  a  Greek  goatherd  who  immi- 
grated to  Arkansas  and  worked  for  the 
railroads.  The  family  name,  Paraski- 
vopoulis,  was  changed  by  a  railroad 
timekeeper  who  couldn't  pronounce 
it.  Mitchell  worked  his  way  through 
Texas  aScm  University's  renowned 
petroleum  engmeering  school  and 
struck  natural  gas  in  north  Texas' 
Wise  County  in  1953.  Wise  County  is 
still  the  heart  of  Mitchell  Energy's 
extensive  north  Texas  production. 
George  Mitchell's  63%  of  Mitchell 
Energy  plus  other  assets  are  worth 
over  $500  million. 

Mitchell's  strategy  and  staying 
power  have  been  periodically  ques- 
tioned by,  among  others,  this  maga- 
zine (Forbes,  //</)'  1,  1977].  The  skep- 
tics have  focused  on  the  Woodlands, 
Mitchell's  verdant  25,000-acre  com- 
munity 27  miles  north  of  downtown 


Houston.  The  skeptics  looked  smart 
during  Houston's  slump  in  the  mid- 
to-late  1980s,  when  lot  sales  at  the 
Woodlands  fell  by  two-thirds. 

Today  the  skeptics  are  looking  less 
smart.  The  Woodlands'  lot  sales  are 
nearly  triple  the  level  of  four  years 
ago,  and  at  prices  38%  higher.  Mitch- 
ell Energy's  operating  earnings  from 
real  estate  rose  12%  in  fiscal  1991'$ 
first  nine  months,  to  $14  million. 

Things  are  so  good  that  this  year 
Mitchell  will  begin  another  planned 
community,  of  2,850  acres,  14  miles 
north  of  Compaq  Computer's  head- 
quarters in  far  northwest  Houston. 
"He's  taken  timberland  worth  $2,000 
an  acre  and  made  it  worth  $10,000  an 
acre,"  says  Bruce  Garrison,  a  real  es- 
tate analyst  for  Houston-based  Lovett 
Underwood  Neuhaus  &.  Webb  who 
has  questioned  Mitchell's  property 
strategy  in  the  past. 

So  things  are  going  better  for  Mitch- 
ell in  real  estate.  Nonetheless,  nearly 
two  decades  after  the  Woodlands'  in- 
ception, Mitchell's  real  estate  portfo- 
lio still  has  negative  cash  flow.  "Real 
estate,"  says  Mitchell,  "will  take  cash 
flow  [from  gas]  for  the  next  three  or 
four  years." 

The  problem  is  carrying  costs  on 
54,000  acres  of  raw  land,  mostly 
around  Houston.  Mitchell  needs  of- 
fice development  in  the  Woodlands 
and  elsewhere  to  offset  these  costs. 
"We  now  get  $14  a  square  foot  [in 
annual  rent],  and  it  takes  $17  to  do  a 
six-story  building,"  says  Mitchell. 
Even  so,  Lovett  Underwood's  Garri- 
son figures  the  land  development  op- 
eration is  now  worth  $400  million, 
net  of  debt,  or  $8.52  per  Mitchell  En- 
ergy share. 

"When  real  estate  turns  around," 
says  Mitchell,  "we'll  have  30  years  of 
an  income  stream." 

And  note  this:  Mitchell  can  wait. 
His  staying  power  is  not  in  doubt.  On 
its  energy  side,  the  company  is  the 
U.S.'  13th-biggest  producer  of  natural 
gas  liquids,  or  ngls — products  like 
propane  and  ethane  reaped  from  gas 
streams  and  used  as  petrochemical 
feedstocks,  gasoline  components  and 
heating  fuel.  Spurred  by  demand  from 
new  petrochemical  plants,  gas  liquids 
prices  are  at  their  highest  level  since 
the  early  1980s;  they  started  rising 
last  year,  well  before  Iraq's  invasion  of 
Kuwait. 

Where  oil  and  gas  liquids  prices 
head  next  depends  on  the  Iraqi  situa- 
tion. Assuming  oil  prices  don't  col- 
lapse, Mitchell  will  be  fine.  Lovett 
Underwood  energy  analyst  Charles 
Strain  reckons  that,  at  $20  oil,  operat- 
ing margins  on  Mitchell  Energy's 
NGLS  will  average  20  cents  a  gallon. 


^=» 


A  gas  lu/iikh processiNfi  p/cifi/  (/<>/>) 
and  a  lake  in  the  Wooclktncls 
Prices  are  up. 

double  the  level  of  the  late  1980s.  But 
if  oil  falls  to  $15  a  barrel,  operating 
margins  arc  likely  to  sink  back  to  10 
cents  a  gallon. 

Over  the  years,  Mitchell  watchers 
have  debated  whether  the  oilman 
would  have  built  a  bigger  company 
had  he  reinvested  all  of  his  energy 
cash  flows  in  the  energy  business, 
rather  than  using  some  of  the  cash  to 
fund  his  real  estate  cash  deficits. 
There  is  no  easy  answer  to  the  ques- 
tion, but  it  refuses  to  go  away.  It  cur- 
rently takes  this  form:  Should  George 
Mitchell  split  the  company  in  two? 
Put  the  energy  company,  whose  as- 
sets are  potentially  worth  about  the 
company's  current  market  value,  on 
one  side,  and  put  the  land  business, 
worth  another  $8.50  a  share  or  so,  on 
another? 

"We  study  it  every  year,"  says 
Mitchell  of  the  idea  of  restructuring. 
"I  haven't  decided  what  we  should  do, 
if  anything." 

Nor  has  he  decided  what  to  do  with 
himself.  He  has  yet  to  groom  a  succes- 
sor to  take  his  place  as  chief  execu- 
tive. Still  vigorous  and  feisty  at  71, 
Mitchell  says  he  has  no  current  plans 
to  distance  himself  from  the  company 
he  has  built.  "As  long  as  my  health  is 
good,  I'll  stay  for  at  least  the  next  two 
or  three  years,"  says  Mitchell.  "But  I 
don't  expect  to  hang  on  as  long  as 
Armand  Hammer."  ■ 
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"Digital  helps 

the  LEGO  Group 

fit  all  the  pieces 

of  our  business 

together.'' 


"To  remain  a  leader  in  the  world 
toy  market,  the  LEGO®  Group 
needs  a  complete,  accurate  picture  of 
our  business  at  all  times.  That's  why 
we're  running  totally  on  Digital  sys- 
tems, with  everything  integrated  from 
the  top  down.  This  provides  us  with 
timely,  comprehensive  information. 
And  gives  us  an  edge  in  a  very 
competitive  marketplace. 

"Digital's  Rdb  relational  database 
and  software  development  tools,  like 
the  ACMS  transaction  processing 
monitor,  let  us  build  the  critical 
business  applications  we  need.  Now 
we  can  analyze  every  aspect  of  our 
operation  and  update  our  business 
plan  every  24  hours.  So  it's  never  out 
of  date. 

"Digital  lets  us  distribute  our 
systems  to  our  plants  around  the 
world,  helping  people  do  their  jobs 
more  productively-while  still  pro- 
viding consolidated,  day-to-day 
control  over  our  business.  And  this 
balance  between  distributed  func- 
tions and  control  helps  us  to  develop, 
manufacture,  and  deliver  the  toys 
children  all  over  the  world  love  best." 

The  rewards  of  working  together. 

Digital's  production  systems  let 
businesses  both  centralize  their 
operations  and  distribute  vital  appli- 
cations dvoughout  their  organiza- 
tions. To  get  the  information  they 
need,  when  they  need  it,  to  do  their 
jobs  more  productively. 

Today,  with  the  products,  sup- 
port, and  commitment  that  help  you 
effectively  control  your  business  and 
respond  faster  to  the  marketplace, 
Digital  gives  you  an  elegantly  simple 
way  for  your  people  to  work  together 
more  productively,  more  creatively, 
more  efficiently,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  129  Parker 
Street,  K29,  Maynard,  MA 
01754-2198.  Or  call  your  local 
Digital  sales  office. 

A  way  to  work 
together  like  never 
before. 


Digital 

has 

It 
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Kansas  City's  Green  family  is  hardly  a  case 
of  sbirtsleeves-to-shirtsleeves  in  three  gener- 
ations, but  the  clan  is  lucky)  that  young 
Richard  Green  was  up  to  remaking  the 
utility  his  great-grandfather  founded. 


Big  is  better 


By  James  Cook 


RICHARD  C.  Green  Jr.  was 
named  chief  executive  of  Kan- 
sas City's  UtiliCorp  United 
(formerly  Missouri  Public  Service)  in 
1985,  when  he  was  31.  His  forebears 
had  founded  the  electric  utility  and 
his  family  still  dominated  the  compa- 
ny, but  they  couldn't  guarantee  the 
young  man's  success. 

The  problems  facing  him  were 
daunting.  The  utility's  peak  load 
came  in  the  summer  with  demand  for 
air-conditioning;  most  of  the  rest  of 
the  year  capacity  was  underutilized. 
Tied  to  the  fortunes  of  the  local  econ- 
omy, UtiliCorp's  revenues  were  only 
$234  million.  The  company's  small 
size  made  it  difficult  to  raise  money 
and  to  attract  the  attention  of  Wall 
Street. 

"The  rating  agencies,"  Green  re- 
calls, "had  always  told  us  that  no  mat- 
ter how  good  we  were,  we  were  just 
too  small  to  attract  much  attention." 

After  S'/i  years  in  the  job.  Green  is 
beginning  to  get  the  attention  he  has 
craved.  He  has  done  so  by  diversify- 
ing, but  not  into  insurance,  tele- 
phones, or  savings  and  loans,  paths 
trod  by  other  utilities.  Instead,  Green 
stuck  with  the  utility  businesses  he 
knew.  He  has  acquired  seven  electric 
and  natural  gas  utility  companies 
with  operations  in  Iowa,  Kansas,  Col- 
orado, Nebraska,  Minnesota,  Michi- 
gan, West  Virginia  and  British  Colum- 
bia. Total  cost  (excluding  the  as-yet- 
uncompleted  acquisition  of  Centel 
Corp.'s  Kansas  and  Colorado  electric 
properties):  $421  million. 

Rounding  out  the  picture.  Green 
has  spent  another  $390  million  on 
various  related — but  unregulated — 
businesses  in  such  fields  as  natural 
gas  reserves,  transportation  and  mar- 
keting,   cogeneration,   and   indepen- 


dent power  production. 

The  result  has  been  the  transforma- 
tion of  a  sleepy  local  electric  utility 
into  a  geographically  diversified  and 
much  bigger  one.  UtiliCorp  now  has 
$1.6  billion  in  assets  and  820,000  cus- 
tomers. Revenues  have  more  than  tri- 
pled since  1985  and,  with  the  Centel 
properties  in  the  fold  (probably  by 
midyear),  should  easily  gain  another 
25%,  to  $1  billion,  this  year. 


Profits?  Over  the  last  five  years  Uti- 
liCorp's net  income  has  more  than 
doubled,  to  around  $58  million  (about 
$2.10  a  share)  last  year.  The  cash  divi- 
dend has  been  progressively  bumped 
from  77  cents  a  share  to  $1.52  a  share. 
Reflecting  all  this,  UtiliCorp's  market 
value,  recently  $500  million,  is  more 
than  twice  what  it  was  in  1985. 

With  Centel's  additional  $259  mil- 
lion in  assets.  Green  will  have  the 
resources  to  make  some  substantial 
moves.  Six  months  ago  UtiliCorp  did 
not  have  the  resources  to  get  involved 
in  the  bidding  battle  between  Kansas 
City  Power  &.  Light  and  Kansas  Power 
&  Light  for  Kansas  Gas  &  Electric. 
But  once  UtiliCorp  is  a  $1  billion 
company.  Green  can  play  with  the  big 
boys.  As  Green  puts  it:  "As  you  grow, 
you  have  the  ability  to  acquire  larger 
and  larger  prospects." 

Centel  is  already  the  largest  acqui- 
sition UtiliCorp  has  made.  With  Uti- 
liCorp's commitment  to  both  gas  and 
electricity  and  with  its  geographic  op- 
portunism, the  world  is,  in  effect,  its 
oyster.  That  includes  Europe,  where 
the  company  has  already  gained  a 
foothold  with  the  acquisition  of  a  gas 
brokerage  operation. 

Note  that  in  acquiring  UtiliCorp's 


UtiliCorp  boss  Richard  Green  J r 

Big  enough  now  to  attract  attention. 
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new  weight,  Green  did  not  get  swept 
up  in  the  leverage  game.  He  has  tried 
to  keep  UtihCorp's  equity  upwards  of 
40%  of  total  capital,  doing  so  by  con- 
tinually issuing  new  stock. 

"We've  been  through  five  cycles 
where  we've  funded  the  acquisition 
with  short-  term  borrowings  and  then 
gone  to  the  market  with  debt  and 
equity,"  Green  says,  adding  that  he 
fully  expects  to  sell  more  stock  later 
this  year,  to  pay  for  the  Centel  acqui- 
sition. Already  the  number  of  shares 
outstanding  has  about  doubled,  to  24 
million  currently. 

This  pay-as-you-go  approach  has  re- 
sulted in  considerable  dilution  of  both 
per-share  earnings  and  a  modest  re- 
duction in  the  Green  family's  stake  in 
the  company;  the  latter  is  now  down 
to  7%,  although  the  family's  influ- 
ence is  still  strong.  Rick  Green's  fa- 
ther, grandfather,  and  great-grandfa- 
ther each  ran  the  company  or  one  of 
its  numerous  predecessors,  and  Rick 
Green  himself  had  never  wanted  to  do 
anything  other  than  go  into  the  family 
business.  (UtiliCorp  went  public  in 
1922.)  Rick  Green  started  out  work- 
ing summers  as  a  file  clerk  at  the  age 
of  13  and  thereafter  worked  all  over 
the   company — on   the   transmission 
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I'ti/iCoip  axil-Jircd pkint  in  Sihky.  Mo 
No  more  summer  peaks. 


lines,  in  the  power  plants,  in  the  ac- 
counting department.  He  got  a  B.S.  in 
business  administration  from  South- 
ern Methodist  University  and  then 
went  to  work  for  the  company  full 
time  in  1977  as  an  assistant  to  the 
treasurer. 

Green  acknowledges  that  even 
though  UtiliCorp  can  now  buy  bigger 
assets  more  easily,  the  rapid  growth 
days  are  going  to  be  harder.   "It   is 


going  to  be  more  difficult,"  he  says, 
"to  go  from  $1  billion  |in  revenues]  to 
$2  billion  than  it  was  to  go  from  $230 
million  to  $1  billion." 

Adds  Green  with  a  wry  grin:  "If 
things  ever  get  bad,  I  still  have  my 
pole  hooks  and  belt,  and  I  can  go  sign 
up  as  a  lineman  and  climb  poles 
again."  An  unlikely  prospect,  consid- 
ering the  intelligent  job  of  diversify- 
ing he  has  already  done.  ■ 


In  a  quiet  West  Texas  town,  one  of  the 
states  oldest  family  fortunes  is  enmeshed 
in  a  terribly  messy  estate  fight. 


Move  over, 
rattlesnakes 


By  William  P.  Barrett 


Normally,  a  big  deal  in  the  semi- 
arid  West  Texas  city  of  San  An- 
gelo  (population  83,000)  is  the 
annual  Rattlesnake  Roundup.  But 
then  J.  Willis  Johnson  III,  once  one  of 
San  Angelo's  richest,  most  powerful 
men,  filed  a  lawsuit  seeking  a  larger 
slice  of  a  century-old  family  fortune 
estimated  at  $100-million-plus. 

Suddenly  the  rattlesnakes  look 
pretty  tame.  This  case  has  it  all:  big 
money,  family  infighting,  lurid  allega- 
tions,   recanted    testimony — even    a 


mysterious  death. 

The  Johnsons  long  have  had  much 
to  do  with  San  Angelo,  once  a  frontier 
Army  outpost.  The  clan's  patriarch 
was  J.  Willis  Johnson  Sr.,  a  buffalo 
hunter  who  arrived  in  1874  and 
proved  that  government  service  can 
be  rewarding:  He  built  a  ranching  and 
banking  empire  while  serving  as  tax 
collector  and  sheriff. 

By  the  time  he  died  in  1923,  John- 
son was  the  area's  largest  landown- 
er— with  100,000  acres — and  its  first 
millionaire.  Each  of  his  three  children 
got  an  undivided  one-third  interest  in 
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Now,  more  than  ever,  the  art  of  finding  o 


\bu  are  looking  at  a 
computer-generated  3-D  image 
of  a  small  piece  of  the  earth, 
more  than  a  mile  underground. 

The  open  area  to  the  left  of 
center  in  the  cube  is  a  salt  dome. 
If  s  a  subsurface  structure  often 
associated  with  major  gas  or  oil 
deposits  that  are  capable  of 
heating  a  small  city  or  fueling 
millions  of  miles  of  driving. 

As  a  participant  in  the 


world's  vital  search  for  energy, 
Raytheon  recently  acquired 
GeoQuest  Systems,  Inc.  to  com- 
plement the  exploratory  skills  of 
its  Seismograph  Service 
Corporation. 

GeoQuest  Systems  has 
pioneered  many  of  today's 
advances  in  data  interpretation, 
including  this  latest  generation 
of  3-D  display  technology— 
GeoVisualization!"  It's  a  system 


that  gives  oil  companies  a 
different,  more  precise  image 
underground. 

It  allows  them  to  paint 
pictures  of  the  earth  that  could 
turn  out  to  be  among  the  worid 
most  valuable  pieces  of  art. 

For  more  information  abo 
GeoQuest  Systems  and  Seismo 
graph  Service  Corporation,  wri 
to  Raytheon  Company  141  Spri 
Street,  Lexington,  MA  02173. 


a  science. 


Raytheon 


Where  quality  starts  with  fundamentals 


the  land.  His  only  son,  }.  Willis  (Jake) 
Johnson  Jr.,  took  over  management  of 
the  family  estate,  which  would  later 
become  even  more  valuable  with  dis- 
coveries of  oil  and  gas  on  the  land. 

Jake's  only  child,  Willis  III,  now  60, 
is  the  center  of  all  the  fuss.  By  most 
accounts  the  father  and  son  suffered 
through  a  strained  relationship.  Wil- 
lis, a  college  dropout,  was  given  five 
cars  as  gifts  over  the  years  but  didn't 
attend  his  father's  remarriage  ceremo- 
ny in  1946. 

Jake  died  in  1955.  Willis,  then  24, 
found  out  from  a  newspaper  he  was 
reading  in  a  barbershop  that  his  fa- 
ther's will  had  been  filed  for  probate. 
His  inheritance  came  with  an  unusu- 
al string  attached.  While  Willis  was 
given  stocks  and  other  assets,  he 
would  get  full  ownership  of  his  dad's 
biggest  asset — that  one-third  share  of 
the  100,000  acres — only  if  he  married 
and  fathered  a  child.  Otherwise,  Wil- 
lis would  get  just  the  land's  income 
during  his  lifetimf"-  after  his  death  the 
property  would  go  to  Jake's  two  sis- 
ters or  their  heirs.  Common  among 
British  landowning  families,  such 
breed-or-cede  clauses  are  relatively 
rare  in  American  estate  transfers. 

The  provision — contained  in  a  con- 
voluted 350-word  sentence — appar- 
ently occasioned  some  gossip  around 
San  Angelo.  But  Willis  persevered.  He 
built  up  income  from  the  spread's  oil 
and  gas  royalties,  and  became  a  re- 
spected businessman,  philanthropist, 
civic  leader  and  behind-the  scenes  po- 
litical force.  Willis  married  in  1979 
but  still  hasn't  fathered  a  child. 

When  one  of  Jake's  sisters,  Mary 
Hall,  died  in  1984,  Willis  saw  an  open- 
ing. He  hired  a  fancy  Houston  law 
firm  and  in  early  1986  filed  a  lawsuit 
claiming  full  title   to  the  stake  he 
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He  started  the  lawsuit. 


J.  WillLs  fahnsoii  Sr. 

Profited  from  government  service. 


would  lose  to  her  branch  of  the  family 
if  he  died  without  heirs.  His  basic 
argument:  Her  interest  lapsed  because 
she  herself  had  predeceased  Willis  and 
didn't  have  a  child  then  living. 

Rival  family  members  jumped  into 
the  act.  Led  by  Willis'  first  cousin 
once-removed,  J.  Gordon  McGill,  the 
relations  argued  in  court  that  Jake 
Johnson  had  put  the  restrictive  provi- 
sion in  his  will  because  he  thought 
Willis  was  homosexual.  Proof  of  such 
intent  might  make  it  harder  for  Willis 
to  claim  his  father  wanted  him  to 
have  the  land  without  producing  an 
heir.  Willis'  lawyers  called  the  whole 
issue  irrevelant. 

The  cousins  even  produced  a  de- 
tailed affidavit  from  a  San  Angelo 
man,  Gary  Cobler,  who  claimed  to 
have  had  a  relationship  with  Willis  for 
nearly  ten  years.  But  the  next  month 
Cobler  recanted,  saying  he  had  been 
paid  $140  for  the  affidavit.  In  his  own 
testimony  Willis  said  his  father  "had 
no  reason  to  be  concerned"  about  his 
sexual  preferences. 

Amid  the  legal  wrangling,  Willis  re- 
ported finding  the  body  of  his  long- 
time friend  and  sometime  landscaper, 
Jeffrey  Mazuk,  25,  on  one  of  Johnson's 
ranches,  a  high-powered  rifle  near  the 
body.  The  local  justice  of  the  peace 
and  later  a  grand  jury  ruled  the  death  a 
suicide — even  though  the  autopsy  re- 
port said  someone  had  dressed  and 
moved  the  body  before  authorities 
were  notified.  Mazuk's  connection  to 
the  estate  fight  was  never  firmly  es- 
tablished.    Many    in     San     Angelo, 


though,  drew  their  own  conclusions. 

Meanwhile,  back  in  court,  a  San 
Angelo  judge  ruled  for  Willis  on  the 
key  issue  of  who  gets  Mary  Hall's 
interest,  a  decision  upheld  by  an  ap- 
peals court.  End  of  story?  Not  quite. 
Two  months  ago  the  Texas  Supreme 
Court  unanimously  reversed  and 
handed  the  cousins  a  big  victory. 
Without  referring  to  any  of  their  alle- 
gations, the  court  said  Jake's  intent 
concerning  Willis  was  clear  and  over- 
riding— no  child,  no  land — and  no 
amount  of  sophisticated  legal  argu- 
ment could  change  that.  So  Willis  lost 
his  bid  for  clear  title. 

Already  in  the  courts  a  half-decade, 
the  case  promises  to  contine  as  the 
trial  judge  considers  other  issues,  in- 
cluding who  gets  oil  income  from  new 
leases.  Even  then,  says  Tom  Cunning- 
ham, Willis'  lead  lawyer,  "The  out- 
come is  uncertain  because  we  still 
don't  know  if  Mr.  Johnson  will  have  a 
child."  Jake's  will  seems  to  rule  out 
Willis'  adopting  a  child. 

But  litigating  isn't  cheap,  and  there 
are  indications  Willis  now  is  finan- 
cially strapped.  A  local  bank  failure 
cost  him  $1  million.  Other  institu- 
tions have  filed  mortgages  on  land 
owned  by  Willis  that  is  not  involved 
in  the  case — suggesting  heavy  person- 
al borrowings.  Even  Willis'  own  legal 
team  has  filed  a  lien  on  any  proceeds 
from  the  case. 

Sadly,  the  once  powerful  and  re- 
spected Willis  Johnson  is  now  a  much 
gossiped-about  figure  around  town. 
Local  politicians  seem  to  avoid  him, 
and  his  wife  has  divorced  him.  People 
in  San  Angelo  who  are  familiar  with 
rattlesnakes  know  to  leave  them 
alone.  In  retrospect,  Willis  Johnson 
should  have  done  the  same  with  his 
father's  will,  ■ 
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A  big  string  for  his  son. 
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Communist  leaders  exhort  the  workers  to 
produce  more.  In  Washington,  the  politi- 
cians order  the  IRS  to  collect  more.  In  both 
systems,  the  results  have  been  similar. 

Voodoo  taxation 


By  Janet  Novack 


F^  OLITICIANS  OF  ALL  STRIPES  loVC 
"  to  claim  the  federal  deficit  can 
be  cut  by  cracking  down  on  tax 
cheats.  Why  cut  spending  (or  raise 
taxes)  when  the  irs  has  $78  billion  in 
total  accounts  receivable  and  is  losing 
$100  billion  a  year  to  tax  evasion? 

The  argument  is  seductive.  Unfor- 
tunately, it  also  grossly  exaggerates 
the  irs'  ability  to  raise  more  money 
through  tougher  enforcement. 

The  recent  budget  pact  between  the 
White  House  and  Congress  relies  on 
better  irs  enforcement  to  raise  an  ex- 
tra $3  billion  in  1991,  and  $9.4 
billion  by  1995.  But  most  ex- 
perts doubt  the  irs  can  deliver. 
The  Congressional  Budget  Of- 
fice told  Congress  it  should 
count  on  only  $4.3  billion  ex- 
tra  by    1995— and   just   $300 
million  in  1991. 

Certainly  the  record  isn't 
encouraging.  During  the  1980s 
Congress  repeatedly  booked 
extra  revenues  from  enforcement 
crackdowns  and  the  irs'  staff  grew  by 
one-third  (1990  payroll:  112,000  em- 
ployees). Yet  the  irs  audited  only 
about  8  of  every  1,000  income,  estate 
and  gift  tax  returns  in  1990,  down 
from  18  per  1,000  in  1981. 

There  are  many  reasons  for  this  un- 
impressive performance,  including 
high  turnover,  lower-quality  recruits 
and  frequent  changes  in  the  tax  code. 
But  one  cause,  ironically,  has  been 
Congress'  attempts  to  raise  more  rev- 
enues through  hiring  binges.  Experi- 
enced staffers  had  to  be  taken  from 
their  work  to  train  the  new  ones.  In 
1987,  for  example,  the  irs  added  more 
than  3,100  people  to  its  examination 
staff,  a  12%  increase.  Productivity,  as 
measured  by  extra  taxes  recommend- 
ed per  worker,  fell  11%. 
During  1988  another  2,650  staffers 


were  added.  Productivity  slipped  an- 
other 4% .  "It  was  too  big  a  gulp,"  says 
John  Johnson,  irs  chief  financial  offi- 
cer. In  1990,  even  as  Congress  booked 
more  fictitious  revenue  gains  from 
enforcement,  a  funding  shortfall 
forced  the  irs  to  freeze  most  hiring 
and  promotions  and  to  cut  travel  and 
training  budgets,  no  doubt  driving 
away  some  of  the  best  new  examiners. 
To  its  credit,  the  irs  is  now  pushing 
a  slower,  steadier  staff  buildup  and 
has    admitted    that   new    examiners 
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take  a  few  years  to  pay  off.  Yet  it 
satisfied  the  politicians'  desire  to 
book  big  gains  immediately  by  prom- 
ising that  it  would  raise  an  extra  $2.5 
billion  in  1991  by  reassigning  current 
staff  to  certain  high-yield  projects. 

How  much  money  is  really  out 
there  for  more  vigilant  revenue  agents 
to  grab?  Unclear.  Technically,  at  the 
end  of  1989  the  irs  had  $78  billion  in 
accounts  receivable — delinquent 

back  taxes,  interest  and  penalties. 
Let's  look  at  that  number.  About  $17 
billion  is  currently  uncollectible,  be- 
cause the  debtors  don't  have  the  mon- 
ey or  can't  be  found.  Another  huge 
chunk  isn't  really  owed;  it's  listed 
through  taxpayer  or  irs  error.  So  the 
real  collectible  amount  is  maybe  $30 
billion  to  $40  billion. 


Then  there  is  the  $100-billion-a- 
year  "tax  gap" — that's  the  irs'  esti- 
mate of  taxes  it  believes  Americans 
owe  but  evade.  Here,  too,  there  is  less 
than  meets  the  eye. 

Part  of  the  gap  arises  because  tax- 
payers interpret  the  tax  law  different- 
ly from  the  irs.  Here's  an  example.  As 
part  of  the  extra  $2.5  billion  it  prom- 
ised Congress  in  1991,  the  irs  hopes 
to  raise  an  extra  $600  million  by  au- 
diting 18,000  small  defined-benefit 
pension  plans  maintained  by  small 
businessmen  and  professionals.  The 
IRS  contends  the  plans  used  improper 
actuarial  assumptions  to  shelter  way 
too  much  income  in  the  mid-1980s. 
But  Chester  Salkind,  executive  direc- 
tor of  the  American  Society  of  Pen- 
sion Actuaries,  predicts  the  irs  won't 
raise  that  much  because  those  taxpay- 
ers who  fight  the  audit  results  will 
win  in  court.  He  claims  the  irs  has, 
after  the  fact,  changed  the  rules  sim- 
ply to  raise  revenue. 

As  for  outright  cheating,  even  the 
irs'  toughest  audits  find  less  than  half 
the  evasion  it  claims  goes  on. 

Without  changing  tax  rates  or  the 
tax  code,  how  much  more  money 
could  a  better-run  irs  eventually  be 
expected  to  raise?  Ann  Wittc  is  a 
Wellesley  College  economics  profes- 
sor who  edited  a  1989  National  Re- 
search Council  study  on  taxpayer 
compliance.  Says  she:  "My  own  sense 
^  is  it  would  only  be  cost-effec- 

\  tive  to  collect  another  $25  bil- 

^  lion  to  $30  billion  [annually], 
and  that  would  be  best  done 
with  better  computers  and  bet- 
ter (i.e.,  not  more]  personnel." 
Against  that  sensible  advice, 
the  politicians  have  allowed  the 
irs'  computer  systems  (de- 
signed in  the  1950s  and  1960s) 
to  become  woefully  obsolete. 

Because  its  systems  to  track  what 
actually  happens  to  tax  cases  have 
been  so  poor,  even  the  amount  irs 
enforcement  now  raises  is  hazy. 

In  the  late  1980s  the  irs  estimated 
enforcement  brought  in  $50  billion 
annually.  Last  year  the  Service  count- 
ed up  the  take  for  1989  and  came  up 
with  just  $30  billion.  The  irs  now 
estimates  that  its  big  1987  and  1988 
staff  buildups,  which  it  promised 
back  then  would  raise  $25  billion  by 
1991,  were  worth  only  $15.5  billion  in 
extra  revenue.  (The  U.S.  General  Ac- 
counting Office  considers  the  irs'  es- 
timates still  too  high.) 

The  bottom  line  in  all  this?  Politi- 
cians may  think  there's  an  ocean  of 
cash  out  there,  waiting  to  be  quickly 
harvested  by  a  growing  army  of  reve- 
nue agents.  Unfortunately,  the  facts 
speak  otherwise.  ■ 
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The  Goodyear  Eagle  GA 

Touring  Radial.  It  now  comes  with 

aM^OOO  stamp  of  approval. 


In  not  much  more  than  a  year, 
the  Eagle  GA  Touring  Radial  has 
become  one  of  the  most  successful 
tires  in  Gooclyear's  history. 

You  will  now  find  it  as  original 
e(juipment  on  nine  imjX)rted  and 
domestic  sports  sedans  and  cxuipes. 

Including  the  $47,()()()  1990 
Audi  V8  Quattro. 

lo  be  chosen  for  the  flagship  of 
the  Audi  line  gives  you  some  idea  of 
the  qualities  of  the  Eagle  CiA. 

In  fact,  the  Eagle  ( iA  was  designed 
for  cars  like  Audi  Quattro  V8. 

Cars  that  are  fast,  yet  luxurious. 

C^ars  that  jjerform,  but  not  at  the 
expense  of  driver  or  passenger  comfort. 

Iliose  very  same  cjualities  are  at 


the  heaii  of  the  Eagle  GAs  success. 

Every  Eagle  GA  is  speed-rated.  It 
also  comes  in  all-season,  mud  and 
snow  versions. 

And  the  Eagle  GA  is  available  in 
an  ever-increasing  number  of  sizes,  to 
fit  many  diffeient  makes  of  cars. 

You  can  obtain  details  of  the  avail- 
ability of  Eagle  (iA  Touring  Radials 
for  your  car  from  yoin  local  (ioodyear 
retailer.  (Call  1-8()0-(:AR-1999  for  the 
Cioodyeai  retailer  nearest  you.) 

As  you'll  discover,  the  Eagle  GA 
ibuiing  Radial  is  a  tire  wheie  luxmy 
meets  pei  fbrmance.  And  fjoth  win. 

And  it's  another  reason  why  we 
say:  Tlie  best  tires  in  the  world  have 
(ioodyeai  written  all  over  them. 
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GOODfYEAR 

The  best  tires  in  the  world  have  Goodyear  written  all  over  them. 


Computers/ 
Communications 


Steven  Edelson  found  a  clever  way  to 
make  a  cheapie  computer  screen  look  like 
an  expensive  mode!.  He's  cleaning  up. 


Turbographics 


By  David  Cbnrtnick 


WHY  can't  a  $500  computer 
monitor  display  a  picture  as 
sharp  as  the  one  on  a  $150 
color  television  set?  Lots  of  personal 
computer  owners  have  asked  that 
question  after  wiring  up  their  new 
systems  and  wincing  at  the  results. 
Diagonal  lines  look  like  staircases. 
Typefaces  look  as  if  a  Roman  stone- 
cutter chopped  them  out  with  a  chis- 
el. The  reason  for  all  this  jaggedness: 
The  circuits  that  drive  a  computer 
monitor  think  in  digital,  all-or-noth- 
ing terms.  Yet  the  monitor  itself  is, 
like  a  tv  tube,  an  analog  device  at 
heart,  one  that  thinks  in  smooth  lines 
and  rounded  edges. 

Steven  Edelson  thought  about  this 
one  day  in  1980  when  he  was  watch- 
ing football  in  his  Wayland,  Mass. 
home.  The  cbs  logo  flashed  on 
screen — the  big  round  eyeball — and 
Edelson  wondered  why  that  circle 
was  smooth  and  the  circles  on  an  Ap- 
ple II  were  ragged,  or  made  up  of  "jag- 
gies,"  to  use  the  techie  term. 

Edelson  was  then  a  26-year-old 
graduate  of  mix  (in  electrical  engi- 
neering) and  Harvard  (M.B.A.)  work- 
ing as  a  marketing  executive  at  Ziff- 
Davis  Communications,  the  publish- 
er of  computer  journals.  He  had  some 
ideas  and  set  to  work  translating  them 
into  a  hardware  prototype  in  the  base- 
ment of  his  home  with  his  Apple  II. 
Within  a  year  he  had,  as  he  describes 
it,  "a  rat's  nest  of  wires"  that,  when 
plugged  into  the  Apple,  made  smooth 
curves  and  diagonal  lines. 

He  tried  to  peddle  the  idea  to  his 
employer,  but  Ziff-Davis  didn't  want 


Steven  Edelson  with  chip  layout 
Beats  the  original  rat's  nest. 


to  get  into  the  hardware  business. 
From  1982  to  1983  Edelson  showed 
his  system  to  various  terminal  manu- 
facturers, most  of  whom  were  not  in- 
terested in  pursuing  the  idea.  The 
market  for  such  a  device  was  limited. 

Edelson  quit  his  job  in  1983  and 
struck  out  on  his  own,  having  already 
applied  for  patents.  He  eventually 
built  a  new  prototype  onto  a  board 
that  would  fit  into  an  ibm  personal 
computer  only  if  the  cover  were  taken 
off.  Here  was  the  electronic  equiva- 
lent of  those  souped-up  carburetors 
that  hot-rodders  add  to  their  stock 
cars,  cutting  holes  in  the  hoods  to" 
make  room.  You'd  have  to  be  a  real 
performance  nut  to  want  one  of  these. 

As  it  happened,  the  first  licenses  for 
the  technology  were  picked  up  by 
companies  working  on  very  expensive 


and  largish  devices.  Tektronix  used 
the  process  in  a  $100,000  xv  broadcast 
animation  system.  Calcomp,  now 
part  of  Lockheed,  used  it  in  an  $8,000 
film  recorder,  a  device  used  to  pro- 
duce slides  and  transparencies. 

The  licenses  kept  enough  cash  roll- 
ing in  to  incorporate  the  attic  labora- 
tory as  Edsun  Labs  in  Waltham,  Mass. 
and  attract  some  outside  money.  Like 
many  another  entrepreneur  before 
him — and  many  to  come — Edelson 
had  to  give  away  a  lot  of  his  business 
to  raise  capital.  He  now  holds  less 
than  a  quarter  of  the  company's  stock, 
with  another  third  in  the  hands  of 
employees  and  the  remainder  with 
venture  capitalists  and  individual  in- 
vestors. But  never  mind:  He  is  now 
out  of  the  shoestring  category. 

The  reason  it  has  taken  nine  years 
for  Edelson's  work  to  make  waves  in 
the  expanding  graphics  segment  of 
the  computer  industry  is  simple:  He 
had  a  good  idea  but  no  mass  market. 
In  the  first  years  of  the  personal  com- 
puter industry,  most  users  were  hard- 
pressed  to  afford  any  graphics  capabil- 
ities, let  alone  worry  about  quality. 

Luckily  for  Edelson,  the  market 
caught  up.  Today  the  standard  in  col- 
or graphics  monitors  is  called  vga 
(ibm's  term  for  video  graphics  array),  a 
hardware  and  software  specification 
that  paints  640  picture  elements 
across  a  screen  and  480  down,  with 
256  possible  colors,  vga  is  three  years 
old,  but  only  in  the  last  year  has  the 
hardware  for  it  dropped  enough  in 
price  to  put  it  in  the  reach  of  the 
average  computer  buyer's  budget. 
Most  new  color  pes  offer  vga  as  a 
standard  feature. 

"I  had  to  wait  for  a  graphics  stan- 
dard like  VGA  to  arrive  before  I  could 
consider  a  mass  market  approach," 
says  Edelson.  "Now  that  I  have  it,  I've 
set  a  target  for  100%  penetration." 

In  exchange  for  marketing  rights. 
Analog  Devices  (Forbes,  Dec.  24, 
1990]  converted  Edelson's  logic  de- 
sign into  a  chip  with  about  70,000 
transistors.  How  does  it  work?  First, 
consider  how  vga  cards  work  if  they 
don't  have  the  magic  chip.  They  con- 
tain information  on  how  to  color  each 
picture  element  on  a  screen.  These 
pixels  have  to  be  all  one  color  or  all 
another,  and  the  result  is  that  a  diago- 
nal line  appears  as  a  jagged  staircase. 

Edelson's  invention  takes  advan- 
tage of  the  fact  that  this  digitized  pic- 
ture is  being  used  to  drive  a  smoothly 
varying  analog  signal  sent  to  the  color 
monitor.  An  Edsun-equipped  vga 
card  allows  for  smooth  gradations  of 
color  within  each  pixel.  Near  the 
boundary  of  a  line  or  arc,  the  colors 
can  fade  in  and  out.  To  the  eye  the 
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Smooth  operator 

How  is  a  diagonal  line  shown  on  a 
computer  monitor?  The  ideal  line  is 
perfectly  smooth  {above,  left),  but 
conventional  circuitry  does  not  per- 
mit such  a  line.  Instead,  it  divides  a 
display  screen  into  picture  ele- 
ments, or  pixels,  each  of  which  must 
be  all  one  color  or  all  another.  For  a 
color  monitor  of  the  vga  standard 
there  are  640  times  480  pixels,  or 
307,200  of  them— small  but  dis- 
crete. The  calculation,  made  by  the 
application  software,  is  very  me- 
chanical. If  the  painted  line  covers 
50%  or  more  of  a  pixel's  area,  that 
pixel  is  turned  on.  If  less  than  50%, 
it  stays  off.  And  that's  why  a  line  or 
boundary,  up  close,  looks  like  a 
staircase  (center).  The  enhancement 
chip  sold  by  Edsun  Labs  replaces 
staircases  with  fuzzy  lines  (right). 
While  it  doesn't  do  away  with  the 
notion  of  pixels,  it  permits  each 
pixel  to  be  colored  in  gradations — 


ma 


10%  or  20%  or  90%  red,  for  exam- 
ple, rather  than  merely  all  or  noth- 
ing. From  a  distance  the  fuzzy  line 
appears  considerably  sharper  than 
the  jagged  edge  it  replaces.  It  takes 
advantage  of  the  fact  that  the  dis- 
crete picture  elements  are  being 
converted  into  smooth  analog  color 
signals  anyway,  since  the  rays  inside 
the  display  tube  are  analog.  It  also 
takes  advantage  of  the  fact  that  the 
brain  sees  what  it  wants  to  see.  Ed- 
sun's  optical  illusion  does  wonders 


for  the  edges  of  characters,  as  can  be 
seen  in  the  before  and  after  blowups 
of  the  letter  E.  The  effect  is  to  make 
a  low-resolution  vga  monitor  look 
like  a  high-resolution  monitor  cost- 
ing three  times  as  much.  But  it 
doesn't  enhance  all  displays  equally 
well,  and  it  doesn't  really  increase 
the  resolution  of  the  monitor.  If  an 
object  is  too  tiny  to  appear  on  a  vga 
color  monitor,  it  will  be  too  tiny  to 
appear  on  a  monitor  driven  by  U| 
Edsun-equipped  vga  card.  JH 


fade-in  boundaiy  appears,  paradoxi- 
cally, to  be  a  sharp  line — sharper,  at 
any  rate,  than  a  staircase  pattern. 

Edelson's  patent  is  on  the  logic  that 
mixes  two  colors  and  fills  in  the  steps 
of  the  staircase  with  incrementally 
colored  pixels.  The  user  does  the  rest, 
inside  his  head.  "We  use  the  brain  as  a 
co-processor,"  says  Edelson.  "It's  like 
looking  outside  through  a  screen 
door.  The  brain  filters  out  the  screen 
and  smooths  out  the  image." 

The  result  is  to  make  a  640-by-480 
pixel  monitor  look  like  a  1,536-by- 
1,280  pixel  monitor  costing  three 
times  as  much.  This  is  true  only  to  a 
degree.  The  effect  is  pronounced  for 
the  edges  of  type  characters  and  some 
graphics,  but  is  not  as  effective  for 
photographs  and  drawings.  The  chip 
does  not  increase  the  resolution  of  the 


screen.  It  cannot  enable  a  low-resolu- 
tion screen  to  show  finer  objects. 

With  PC  makers  such  as  Epson  and 
Bull  already  signed  up,  and  "every  ma- 
jor manufacturer"  considering  incor- 
porating Edsun's  chip,  according  to 
Edelson,  it  would  seem  that  there  is 
nothing  to  stop  his  technology  from 
landing  on  every  new  PC  built  in  1992. 
At  $15  per  chip  for  large  quantities, 
the  technology  is  priced  to  move.  In 
1990  the  company  shipped  20,000 
chips  to  manufacturers  for  testing  and 
design  consideration,  yielding 
$500,000  in  revenues.  Edelson  is  hop- 
ing by  the  end  of  1991  to  hit  sales  of 
100,000  chips  a  month. 

One  big  obstacle  remains  between 
Edelson  and  his  mass  market.  That's 
software.  Edsun's  chip  is  useless  un- 
less the  software  running  on  a  com- 


puter— desktop  publishing  program  or 
graphics  or  whatever — knows  that  the 
chip  is  there  and  knows,  or  is  told, 
how  to  use  it.  Edsun  ships  the  chip 
with  adapter  software  that  helps  such 
applications  as  Lotus  1-2-3,  Autodesk 
Autocad  and  Microsoft  Windows  take 
advantage  of  the  chip's  powers.  Most 
programs  on  the  market,  however, 
need  to  be  retuned  to  display  sharper- 
looking  images.  A  lot  of  software  de- 
velopers won't  do  any  retuning  until 
after  the  Edsun  chip  is  widespread. 

Edelson  is  already  looking  at  his 
next  application:  color  flat-panel 
screens  using  a  liquid  crystal  display, 
a  technology  just  hitting  the  laptop 
market. 

"We're  looking  at  a  lot  of  open 
field,"  he  says.  "Now  to  make  sure  we 
don't  trip  before  the  goal  line."  ■ 
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Compaq  introduces 

an8y2"xir' 

awesome  display 

of  power. 


One  look  at  our  powerful  new  notebook  PC,  and  you'll  see 

why  more  FORTUNE  500  and  FORTUNE  Service  500  companies  choose 

COMPAQ  portables  and  laptops  over  all  others*  Now  see  it  in  person 

at  your  Authorized  COMPAQ  Computer  Dealer. 

Call  1-800-231-0900,  Operator  138  for  the  location  nearest  you. 

In  Canada,  1-800-263-5868,  Operator  138. 


comPAa 


It  simply  works  better. 


JAL  SIZE 


lU'RE  LOOKING  AT  THE  NEUJ  COMPRQ  LTE  38Bs/20  PERSONAL  COMPUTER. 
THE  MOST  POUEW^UL  NOTEBOOK  PC  ON  THE  PLANET. 


YES,  IT'S  SMALL,  BUT 


■  VGA  DISPLAYS 
RAZOR-SHARP 
GRAPHICS  IN  16 
GRAY  SHADES. 


LOOK  HOW  BIG  IT  IS 
ON  THE  INSIDE. 


■  STORES  UP  TO 
30,000  PAGES. 
THE  ONLY  NOTEBOOK 
PC  THAT  OFFERS 
A  60-MB  FIXED  DISK 
DRIVE. 


^-^  ■  MORE  THAN  3 

HOURS'  BATTERY 
LIFE  PLUS  INTERNAL 
FAST  CHARGE. 

■  ADD  A  DESKTOP 
EXPANSION  BASE 
FOR  MORE  OFFICE 
CAPABILITY. 

■  TRAVEL  MUCH?  OUR  V/ORLDWIDE 
WARRANTY  ASSURES  SERVICE  IN 
OVER  60  COUNTRIES. 


YOU  CAN  EVEN  PLUG  IN  A  MOUSE 


■  THE  20-MH2 
INTEL  386SX 
PROCESSOR  WITH 
CACHE  SETS  YOUR 
PRODUCTIVITY 
ON  FIRE. 


■  AT  A  MERE 
7.5  LB.  WITH 
BATTERY,  IT 
TRAVELS 
LIGHT, 


^mS^^t 


*Based  oil  a  Gallup  Organization  poll  conducled  for  Compuier  Ri^s^ei  Kew,  [ienc^imirK  Mdi^twriM 
COMPAQ.  Registered  U.S.  Patent  and  Trademark  Office,  Product  names  mentioned  herein  may  be  trademarks  and/or  registered  trademarks  of  other  companies,  ©  1990  Compaq  Compute/  Carp-.'ialion  A'-  nj^nts  rese;-vi;( 


Computer  Ventures 


Commentary  by  Richard  A.  Shaffer 


A  PROMISING  COMPUTER  STOCK 


Convex  Computer  is  a  company 
founded  on  a  wordplay.  When  it 
started  selling  its  computers  >ix 
years  ago  to  scientists  and  engi- 
neers, it  invented  a  name  t<j  go 
along  with  the  product:  "minisuper- 
computer."  The  word  declared  that 
Convex'  box  was  neither  a  mini- 
computer nor  a  supercomputer  but 
something  else.  Tiny  Convex  hoped 
that  the  world  would  see  it  not  as  an 
upstart  trying  to  compete  with  the 
leading  producer  of  minicomputers, 
Digital  Equipment  Corp.,  or  the 
leading  producer  of  supercom- 
puters, Cray  Research,  but  as  the 
leader  itself  in  a  promising  new 
market,  minisupercomputing. 

The  strategy  worked.  Convex 
didn't  really  open  a  new  market.  It 
extended  an  existing  one:  Most  of 
its  machines  replaced  minicomput- 
ers from  DEC.  But  by  the  time  it 
became  apparent  that  minisuper- 
computing had  more  to  do  with 
marketing  than  with  computer  sci- 
ence, Convex  had  become  an  estab- 
lished, NYSE  company. 

Now  Convex  is  going  after  anoth- 
er existing  market,  supercomput- 
ing.  In  addition  to  competing  with 
DEC,  it  is  increasingly  competing 
with  Cray,  as  Cray  turns  its  atten- 
tion to  smaller  computers  and  Con- 
vex raises  the  price  and  perfor- 
mance of  its  products.  The  question 
is:  Can  Convex  do  it  again?  Can  it 
repeat  in  real  supercomputers  the 
success  it  found  with  the  mythical 
minisupers? 

If  it  can,  there  is  plenty  of  upside 
for  investors.  The  typical  computer 
stock  is  selling  for  about  what  it 
was  a  year  ago,  but  Convex  is  down 
by  30%.  At  a  recent  II,  Convex 
shares  are  trading  at  half  their  high 
of  1987  and  at  13  times  earnings. 
That's  well  below  the  20  times 
earnings  that  is  average  for  comput- 
er stocks,  although  Convex  contin- 
ues to  grow  much  faster  than  the 
typical  computer  company  and  is 

Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology'  consulting  company 
in  New  York  City,  and  publisher  q/Teclino 
logic  Computer  Letter. 


twice  as  profitable. 

Let's  look  at  the  problems  that 
Wall  Street's  bears  are  preoccupied 
with,  and  at  how  Convex  is  con- 
fronting them.  Convex'  revenues 
are  barely  $200  million,  less  than  a 
fourth  of  Cray's.  But  size  is  not  ev- 
erything. Convex  has  a  reputation 
for  value  in  hardware  and  software, 
as  well  as  for  exceptional  customer 
support  at  a  time  when  many  com- 
puter companies  seem  arrogant  and 
inflexible.  Also,  the  size  discrepan- 
cy IS,  to  a  degree,  a  reflection  of  the 
fact  that  Convex'  machines  are  usu- 
ally cheaper  per  unit  of  processing 
power.  The  Convex  C2I0,  at 
$655,000,  can  handle  about  a  fourth 
of  the  workload  of  a  Cray 
Y-MP2/116,  which  typically  costs 
almost  eight  times  as  much.  Con- 
vex has  in  its  history  sold  more  than 
750  computer  systems.  By  compari- 
son, 258  Cray  systems  are  in  opera- 
tion. In  terms  of  processing  power, 
the  two  rivals  have  installed  bases 
that  are  roughly  comparable. 

In  recent  years  Convex  has 
pushed  its  product  line  into  the  out- 
skirts of  Cray  territory  with  com- 
puters that  sell  for  as  much  as  $2 
million  and  can  do  hundreds  of  mil- 
lions of  calculations  a  second.  Over 
the  next  three  years  sales  of  these 
smaller  supercomputers  should 
grow  by  20%  per  year,  according  to 
Smaby  Group,  a  consulting  compa- 
ny. That's  twice  the  expected 
growth  rate  of  the  larger  supercom- 
puter systems  for  which  Cray  is  the 
unquestioned  leader. 

Next  problem:  Supercomputers 
and  other  expensive  systems,  from 
whatever  vendor,  aren't  selling  as 
well  as  they  used  to.  And  ibm  and 
Digital  Equipment  have  become 
more  aggressive  in  their  pursuit  of 


the  scientific  and  engineering  mar- 
kets. What  does  this  mean  for  Con- 
vex? Slower  growth  than  its  accus- 
tomed 50%-or-better  pace,  but  not 
collapse  or  even  shrinkage.  For  five 
years  Convex  has  been  profitable, 
and  for  six  years  its  sales  have  risen 
every  quarter. 

Two  new  technologies  threaten 
Convex.  Its  response  is  to  get  in- 
volved with  both  of  them.  One  is 
parallel  processing,  in  which  a  com- 
puter has  dozens  or  hundreds  of 
cheap  processors  working  simulta- 
neously on  a  problem.  Convex  of- 
fers some  parallel  processing  on  all 
of  its  computers  and  is  developing  a 
massively  parallel  system. 

The  other  new  technology  is  re- 
duced-instruction-set computing, 
in  which  a  processor  can  handle 
fewer  different  types  of  instructions 
but  makes  up  for  this  by  doing  more 
instructions  per  second.  (Imagine 
that  Martians  have  a  tiny  vocabu- 
lary but  talk  much  faster  than  hu- 
mans. They  might  be  able  to  say  a 
lot  more  in  a  minute  of  conversa- 
tion.) The  first  companies  to  capi- 
talize on  Rise  were  workstation 
vendors  such  as  Silicon  Graphics 
and  Sun  Microsystems.  Convex  is 
expected  to  develop  a  Rise  processor 
chip  of  its  own.  Doing  so  should 
allow  Convex  to  keep  pace  with  ad- 
vances in  processor  design  while 
preserving  the  competitive  advan- 
tages of  its  own  software. 

These  days  manufacturing  eco- 
nomics and  the  customer  mood 
don't  seem  to  favor  single-company 
standards.  To  compete.  Convex  will 
have  to  spend  heavily  to  ensure  that 
its  processors  are  as  good  as  those 
available  from  companies  like  Intel 
and  Motorola  that  can  spread  devel- 
opment costs  over  many  customers. 

In  the  long  run.  Convex  may  not 
be  able  to  continue  to  base  its  sys- 
tems on  processor  chips  that  only 
Convex  uses.  For  the  time  being, 
however,  the  company  is  probably 
right  in  assuming  that  supporting 
customers  and  providing  the  right 
applications  software  are  more  im- 
portant to  its  future  than  are  details 
of  hardware  design.  ■ 
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R)urlne^ensive\^ 
ToGetFlatRixes. 


It  flattens  your  jaxes  hut  it  will  leave  than  moist 
or  even  worse,  burnt. 


It  requires  my  too  much  elhow  grease  to  flatten 
jaxes.  And  really,  a  rolling  pin's  place  is  m  the  kitchen. 


And  everything  else  in  your  ojjice. 


The  new  Minoltajax  1000 
will  give  you  crisp,  easy-to-write-on  jaxes  that  won't  curl. 


The  way  plain  paper  faxes  are  priced,  you  may  find  yourself  considenng  some  crazy  ways  of 
getting  manageable,  easy-to-write-on  faxes.  Fortunately  with  the  new  and  affordable  Minoltafax  1000, 
you  won't  have  to. 

The  Minoltafax  1000  can  be  used  with  any  fax  or  as  a  stand-alone  receiver  It's  even  loaded  with 
features  like  60-page  memory,  500-sheet  paper  capacity  and  a  disposable  Imaging  Cartridge. 
So  if  buying  an  expensive  plain  paper  fax  isn't  an  option,  give  us  a  call  at  1-800-USA-DIAL, 
^"'^SJ^A^'""^    ext.  777.  We  thinkyou'll  see  that  the  Minoltafax  1000  is  not  only  ^^ 

More  Praktive  ojjia"    the  bcst  alternative,  it's  the  only  one.  f       '^ 

PLAIN  PAPER  FAXES  ^W 

MINOLTA 


Barbara  Champney 


ONLY  FROM  THE  MIND  OF  MINOLTA 


Science  &  Technology 


Edited  by  Gary  Slutsker 

You  can  buy  shares  of  a  company  because 
its  sales  are  strong  or  because  its  board 
members  are  illustrious.  The  former  is  a 
safer  bet.  Witness  Neurogen  Corp.  s  slide.- 

Pedigree  stocks 


Tl  RY  THIS  investment  idea  out  for 
size:  A  group  of  eminent  Yale 
psychiatrists  form  a  company  to 
develop  drugs  to  fight  anxiety  and  de- 
pression. Their  drug,  if  they  ever  de- 
velop it,  will  be  more  effective  than 
existing  drugs  like  Hoffmann- 
LaRoche's  Valium  and  Eli  Lilly's  Pro- 
zac. To  run  the  business,  they  team 
up  with  two  venture  capitalists,  who 
recruit  a  top  executive  of  Amgen,  the 
red-hot  biotech  company.  The  chair- 
man is  former  defense  secretary  Frank 
Carlucci. 

Can  they  count  on  you  to  buy  a  few 
shares? 

Enough  people  were  hooked  that 
this  little  Branford,  Conn,  company, 
called  Neurogen  Corp., 
raised  $7  million  from  a  pub- 
lic offering  on  the  strength  of 
its  concept.  The  stock  came 
out  at  $6  a  share,  represent- 
ing an  immediate  63%  dilu- 
tion for  new  investors  (since 
the  post  offering  book  value 
was  a  mere  $2.23).  That  was 
just  over  a  year  ago.  Now  the 
stock  is  at  3y8,  and  may  be 
overpriced  at  that. 

The  company's  main  asset, 
besides  its  grand  concept,  is 
$5  million  in  cash,  which 
won't  be  enough  to  pay  its 
researchers  for  more  than  an- 
other year.  Experience  shows 
that  it  takes  at  least  $100 
million  and  12  years  to  brmg 
a  new  drug  to  market.  Even  if 
Neurogen  strikes  gold,  the 
company  will  disappear  un- 
less it  can  raise  more  money 
or  hook  up  with  a  pharma- 
ceutical company  with  very 
deep  pockets. 


As  an  investment  Neurogen  is  a 
dud.  But  as  a  stock  promotion  it  is  a 
masterpiece.  This  brilliant  packaging 
job,  and  half  a  dozen  others  just  like 
it,  are  the  work  of  David  Blech,  35,  a 
former  securities  broker,  and  Isaac 
Blech,  41,  a  former  advertising  writer. 
Notwithstanding  that  the  Blech 
brothers  aren't  scientists,  they  spe- 
cialize in  deals  that  have  words 
like  bradykinin  antagonists  and  en- 
zyme immunoassays  in  the  prospec- 
tus. Do  the  Blechs'  investors  know 
what  these  things  are?  Maybe  not.  But 
they  feel  as  if  they  are  getting  in  on 
the  ground  floor  of  the  next  Genen- 
tech.  The  Blechs,  for  their  part,  do  get 
in  on  the  ground  floor.  They  got  Neur- 


David  and  Isaac  lilech 

Getting  in  on  the  ground  floor. 


ogen  stock  at  22  cents  a  share. 

It  would  be  hard  to  come  up  with  a 
more  compelling  stock  concept  than 
Neurogen's  business  plan.  "This  is 
the  decade  of  the  brain,"  says  Neuro- 
gen's president,  Philip  Whitcome,  42, 
a  molecular  biology  Ph.D.  who  was 
formerly  head  of  strategic  planning  at 
Amgen.  "One  of  the  last  frontiers  of 
cell  biology  is  what's  going  on  be- 
tween our  ears." 

Neurogen's  research  strategy  is  be- 
ing charted  by  no  fewer  than  eight 
Yale  professors  of  psychiatry,  includ- 
ing Benjamin  Bunney,  the  chairman 
of  the  psychiatry  department.  They 
have  figured  out  that  antianxiety 
drugs  of  the  benzodiazepine  class  (like 
Valium)  work  by  binding  to  certain 
types  of  receptors  in  brain  cells.  The 
Yale  researchers  were  pioneers  in  de- 
scribing how  these  receptors  work. 
Current  mind-altering  drugs  have  un- 
wanted side  effects  because  they  don't 
bind  perfectly  to  receptors.  The  Yale 
doctors  are  trying  to  create  drugs  that 
bind  to  specific  receptors  the  way  a 
key  fits  a  lock.  So  far  they  have  a  few 
"promising"  compounds  that  will  re- 
quire years  of  testing. 

All  that  testing  will  cost  lots  of 
money,  so  for  now  Neurogen's  chief 
product  will  be  its  stock.  It  has  been 
the  job  of  the  Blechs  to  make  the 
stock  attractive  to  customers.  To 
that  end  the  Blechs  have  assembled  a 
blue-ribbon  board  of  directors  that 
includes  two  former  secretaries  of 
defense:  Carlucci  and  Donald  Rums- 
feld, former  chairman  of  CD.  Searle 
&  Co.  The  board  also  sports  a  Pulit- 
zer Prize-winning  author,  geriatrics 
specialist  Robert  Butler, 
M.D. 

But  not  even  famous  direc- 
tors can  help  prop  up  a  stock 
forever.  The  Blech  strategy 
depends  on  ever-rising  stock 
prices  to  enable  cash-starved 
companies  to  raise  more 
money.  Alas,  the  market  for 
speculative  technology  is- 
sues is  bone  dry.  That  has 
devastated  Blech  stocks, 
which  are  off  dramatically 
from  their  highs  of  a  few 
short  years  ago.  Nova  Phar- 
maceutical's stock  is  down 
from  its  1986  high  of  24 'A  to 
a  recent  1%,  despite  the  pres- 
ence of  Gerald  Ford  on  No- 
va's board;  dna  Plant  Tech- 
nology is  down  from  its  1986 
highof  2I'/4  to3. 

Endorsements  by  famous 
names  seem  to  help  sell  cola 
drinks  and  blue  jeans.  Some- 
times they  work  pretty  well 
for  stocks,  too. — G.S. 
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Insights 


Commentary  by  Peter  Huber 


BAD  BLOOD 


Insidious  pollutants  spread  silently 
across  the  country.  They  sicken  and 
kill  far  more  than  does  any  industri- 
al effluent  or  pesticide.  But  those 
who  normally  con\ailse  with  con- 
cern over  such  matters  stand  silent. 
At  issue  is  our  collectivist  system 
for  distributing  blood.  Recently 
blood  was  back  in  the  news  yet 
again,  with  the  government's  deci- 
sion to  remove  a  quarantine  on 
blood  donation  by  Haitians. 

AIDS  is  only  one  part  of  the  prob- 
lem. Blood-borne  viruses  are  alarm- 
ingly common.  They  spread  very 
quietly.  They  often  lie  dormant  for 
years.  Means  to  detect  the  aids  vi- 
rus were  not  even  developed  until 
1985,  eight  years  into  the  contami- 
nation of  our  blood  supply.  An  aids- 
related  leukemia  virus  may  well 
lurk  in  up  to  4%  of  blood  in  some 
localities.  Hepatitis  is  the  biggest 
known  scourge  of  all.  But  there  may 
be  15  or  more  other  important 
blood-borne  ailments. 

We  routinely  screen  for  only  a 
handful  of  them.  Before  aids,  there 
was  no  screening  of  blood  at  all. 
Screening  for  aids  was  then  inex- 
cusably delayed  for  years,  while  bu- 
reaucrats dithered.  Current  screen- 
ing methods  look  for  aids  antibod- 
ies, which  appear  in  the  blood  only 
6  to  10  w^eks  after  the  viruses;  bet- 
ter methods  are  available  but  not 
mandatory.  The  tests  in  use  are 
even  deliberately  crippled,  to  curtail 
"false  positives"  that  would  require 
rejecting  "too  much"  blood.  Screen- 
ing against  hepatitis  C  was  similar- 
ly delayed  unnecessarily.  Unable  to 
save  us  from  hepatitis,  regulators 
have  toiled  to  save  us  from  possibly 
imperfect  screening  systems. 

The  consequences  are  appalling. 
As  many  as  200,000  Americans  can 
trace  serious  illness  or  death  to 
transfusion-caused  hepatitis;  the 
disease  is  contagious,  so  entire  fam- 
ilies are  sometimes  struck  down. 
One  in  20  recipients  of  multiple 
units  of  blood  contracts  the  disease. 

Peter  Huber,  a  senior  fellow  of  the  Manhat- 
tan Institute,  is  the  author  of  Liability:  The 
Legal  Revolution  and  Its  Consequences. 


The  aids  virus  is  detected  in  well 
over  half  of  hemophiliacs.  The  risk 
from  a  single  transfusion  is  of 
course  smaller,  though  reliable 
numbers  are  hard  to  come  by.  This 
much  is  clear:  Blood  risks  remain  at 
levels  we  would  find  intolerable  in 
airplanes,  food,  cars  or  almost  any 
other  common  product. 

We  cannot  blame  all  this  on  the 
ingenuity  of  the  enemy  viruses.  The 
blood  we  donate  is  broken  down 
into  constituent  components.  If  the 
patient  needs  more  than  one  com- 
ponent, he  will  almost  certainly  get 
components  from  different  donors 
for  each  unit  being  transfused.  A 
transfusion  of  several  units  can  thus 
be  as  risky  as  unprotected  sex  with 
dozens  of  strangers. 

The  anointed  keepers  of  the  pub- 
lic blood  supply  downplay  the  prob- 
lem. High  government  officials  fret 
about  stigmatizing  those  whose 
blood  should  not  be  welcomed  in 
the  common  pool.  Others  maintain 
secure  jobs  and  generous  pensions 
by  keeping  a  tight  grip  on  the  estab- 
lished, monopolistic  distribution 
system.  Everyone  seems  to  matter 
more  than  the  patient  on  the  operat- 
ing table. 

What  we  urgently  need  is  a  differ- 
entiated and  decentralized  blood 
supply,  cut  loose  from  any  regula- 
tion that  limits  screening  by  donor 
or  disease.  A  competitive  blood 
market  would  soon  put  an  end  to 
the  senseless  risks  of  indiscriminate 
mixing.  It  would  promote  personal, 
family,  and  community  blood 
banks,  currently  disdained  by  the 
blood  establishment.  It  would  ac- 
commodate donors  who  wanted  to 
designate  their  gift  for  particular  re- 
cipients, a  practice  now  heartily  dis- 
couraged. It  would  spur  hospitals  to 


recycle  blood  in  their  operating 
rooms,  a  neglected  form  of  conser- 
vation that  provides  the  ultimate  in 
safety.  A  competitive  market  would 
soon  see  to  it  that  unmixed  blood 
from  Icelandic  nuns  sold  at  a  premi- 
um, as  well  it  should. 

A  small  band  of  entrepreneurs  are 
now  beginning  to  carry  the  message 
to  the  marketplace.  Daxor,  for  ex- 
ample, freezes  and  stores  patients' 
own  blood  for  their  later  use 
(Forbes,  yz/ne  1,  1987].  The  Interna- 
tional Safe  Blood  Foundation  helps 
carry  the  entrepreneurs'  message  to 
the  public.  These  initiatives  elicit 
howls  of  protest  from  the  sort  of 
people  who  can't  bear  the  thought 
of  privatizing  public  schools,  and 
who  would  prefer  to  put  an  end  to 
private  medicine  altogether.  They 
are  outraged  at  the  thought  that  the 
rich  and  powerful  might  fare  better 
than  the  poor.  But  the  rich  and  pow- 
erful already  fare  better  in  every- 
thing, including  blood.  Presidents 
and  popes  do  not  draw  their  blood 
from  the  same  homogenized  vats 
you  and  I  draw  from.  And  though 
people  donate  blood  for  free,  it  is 
already  very  expensive  at  the  other 
end.  Hospitals  sell  blood  compo- 
nents for  hundreds  of  dollars  a  pint. 

There  is  something  marvelously 
egalitarian  in  the  thought  that  the 
pauper's  blood  will  be  mixed  with 
the  prince's,  both  coming  and  going. 
Like  mercy,  a  gift  of  blood  is  twice 
blessed;  giving  blood  is  to  be  vigor- 
ously encouraged,  as  is  giving  gener- 
ally. But  it  is  also  time  to  give  up 
our  warm  illusions.  We  do  need 
charitable  soup  kitchens,  in  the 
blood  business  as  elsewhere.  But 
what  we  need  far  more  is  a  market 
that  encourages  private  farms  at  one 
end  and  permits  dinner  at  Lutece  at 
the  other.  Not  because  we  want  the 
poor  to  have  worse,  but  because  we 
want  them  to  have  better,  along 
with  everyone  else.  Better  is  what 
competitive  markets  invariably  de- 
liver. It  is  a  lesson  almost  everybody 
in  the  world  seems  to  have  rediscov- 
ered, except  in  the  market  for  one 
very  precious  and  sometimes  dan- 
gerous consumer  product.  ■ 
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Personal  Affairs 


Edited  by  William  G.  Flanagan 

In  need  of  a  new  car  but  loath  to  kick  tires 
in  dealer  showrooms F  Now  you  can  select, 
price  and  even  buy  the  car  you  want  with- 
out leaving  your  chair. 

Kick  the  tires 
on  the  screen 


By  Steven  Ramos 


Tl  oday's  car  buyer  has  only 
himself  or  herself  to  blame  for 
expending  a  lot  of  time  and  ener- 
gy car  shopping.  This  is  the  age  of 
personal  computers,  smart  tele- 
phones, facsimile  machines  and  elec- 
tronic mail.  If  you  have  a  computer,  a 
few  keystrokes  can  unlock  a  treasure 
trove  of  data  on  automobile  prices  and 
availability. 

Take  Prodigy,  the  electronic  buying 
and  information  service  owned  by 
Sears  and  ibm  (Forbes, /M«e  26,  1989]. 
The  service  will  provide  you,  free, 
manufacturers'  suggested  list  prices 
(a.k.a.  sticker  prices)  for  most  Ford, 
Chrysler,  Audi,  Volkswagen,  Subaru 
and  Mazda  cars  and  trucks.  You  are 
also  told  what  equipment  is  standard 
and  what  options  list  for.  For  most 
cars  showcased  in  Prodigy  you  can 
also  calculate  monthly  purchase  or 
lease  payments,  find  the  location  of 
your  nearest  dealers  and  order  addi- 
tional literature  by  mail. 

Also  available  on  Prodigy,  and  by 
telephone  and  fax,  is  AutoVision's 
Easyquote,  a  car  pricing  and  buying 
service  offered  by  Crevier  Leasing,  in 
Santa  Ana,  Calif.  Priced  at  $34.95  per 
report,  Easyquote  delivers  not  only 
sticker  prices  but  also  "competitive" 
prices  for  cars  and  options — prices  you 
should  be  able  to  negotiate  with  your 
dealer  without  demeaning  yourself. 

A  Forbes  reporter  asked  Easyquote 
for  figures  on  several  cars.  One— a 
four-door  1991  Honda  Accord  ex  with 
an    automatic     transmission — came 


100 


back  with  a  quote  of  $16,307.  (Note:  It 
took  a  week  for  the  report  to  arrive.) 
Was  that  a  good  price?  We  made  a  few 
calls  and  a  quick  trip  to  a  local  Honda 
dealer,  expecting  to  do  battle  to  beat 
the  Easyquote  figure.  Instead,  we 
found  that  the  same  model  could  be 
purchased  for  only  $15,600— $700 
less  than  the  Easyquote  price. 
We  also  shopped  for  a  new  bmw 


525i.  Easy  quote's  price  was  $33,515. 
But  we  found  one  local  dealer  who 
was  willing  to  let  the  same  car  go  for 
around  $31,000.  In  short,  use  Easy- 
quote's  prices  as  levels  from  which  to 
bargain  down. 

In  fact,  this  held  true  for  most  of  the 
prices  we  obtained  from  other  pricing 
and  buying  services  (see  table,  oppo- 
site). Note,  by  the  way,  that  if  you 
can't  beat  Easyquote's  price  on  your 
own,  Easyquote  will  help  find  a  dealer 
for  you  who  is  willing  to  sell  you  the 
car  at  its  quoted  price. 

Another  important  repository  of 
data  on  new  cars  is,  of  course.  Con- 
sumer Reports,  which  can  also  be 
tapped  by  computer  for  free  via  Prodi- 
gy. If  you  are  linked  to  CompuServe, 
which  is  a  far  more  sophisticated  (and 
expensive)  computer  network  than 
Prodigy,  you  can  also  get  Consumer , 
Reports'  detailed  vehicle  evaluations, 
based  on  road  tests  and  consumer  sur- 
veys. And  you'll  also  get  Consumer 
Reports  recommendations. 

CompuServe  subscribers  can  also 
access  two  on-line  pricing  services. 
For  $14  per  report,  Autoquot-R  will 
send,  via  electronic  mail,  detailed 
auto  pricing  information  to  you  on 
the  same  day. 

New  Car  Showroom  will  give  you 
basic  pricing  information  for  only  90 
cents  an  inquiry.  (Autoquot-R  is  also 
available  through  the  mail,  for  non- 
computer  types.) 

But  if  you  really  like  to  haggle,  you 
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Taking  the 

mystery  out  of  car  prices 

Sticker  prices  don't  fool  anyone  these  days.  To  get     ages, 
realistic  prices  on  new  and  used  cars  and  option  pack-      such 

smart  buyers  turn  to  the  major  pricing  services, 
as  those  listed  below. 

Name 

Address 

Cost 

Telephone 

buying 

other 

AAA  Auto  Pricing  Service 

1000  AAA  Drive 
Heathrow,  Fla  32746 

$10' 

yes^ 

new  &.  used  car  pricing,  evaluations, 
roadside  services,  maps 

800-933-7700 

Autoquot-R 

P.O.  Box  10005 
Pompano  Beach,  Fla  33061 

14 

no 

new  &  used  car  pricing 

305-462-8905 

AutoVantage 

3355  W  Alabama  Street,  Suite  1200           49' 
Houston,  Tex  77098 

yes 

new  &  used  car  pricing, 
maintenance  discounts 

800-876-7787 

Car/Puter 

499  Sheridan  Street 
Dania,  Fla  33004 

20 

no 

new  &  used  car  pricing,  evaluations, 
leasing,  repair  information 

800-722-4440 

Consumer  Reports 
Auto  Price  Service 

Box  8005 

Novi,  Mich  48050 

11 

no 

new  &  used  car  pricing, 
evaluations 

313-347-5810 

Easyquote  (Auto Vision) 

1500  Auto  Mall  Dnve 
Santa  Ana,  Calif  92705 

34.95-' 

yes 

new  &.  used  car  pricing, 
leasing 

800-635-6466 

New  Car  Showroom 
(Access  Dynamics) 

8  Post  Office  Square 
Acton,  Mass  01720 

0.90 

no 

new  car  pricing 

508-635-0100 

'Non-AAA  members  pay  $2  more  per  report      "Buying  service  is  not  national;  check  with  local  AAA  affiliates.     -'Membership  fee  includes  five 
car  summary  repons     "'California  residents  pay  $1995  per  repon 

new  and  three  used 

need  to  find  out  exactly  what  the  deal- 
er's invoice  price  is  for  a  given  car. 

One  source  for  such  data:  Consum- 
er Reports  Auto  Price  Service.  For 
$11,  it  will  send  you  a  detailed  print- 
out showing  not  only  the  list  prices 
on  a  selected  car  and  options  but  the 
dealers'  invoice  costs  as  well. 

Another  service  that  reveals  dealer 
costs  is  AutoVantage.  For  $49  a  year, 


AutoVantage  entitles  members  to  or- 
der five  new  car  and  three  used  car 
valuations  annually.  Unlike  some  of 
the  glowing  reviews  one  finds  in  auto- 
mobile magazines,  the  AutoVantage 
reports  are  comprehensive  and  report 
a  car's  weaknesses  as  well  as  its 
strengths.  The  service  describes  each 
model  in  detail,  noting  changes  from 
previous  years,  specifications,  power- 
trains,  pricing,  options,  insurance, 
road  tests,  workmanship  and  even  in- 
jury and  collision-loss  history. 

AutoVantage  will  also  shop  a  car  for 
you,  and  promises  to  deliver  the  car 
you  want  at  the  fleet  price — which  is 
above  the  dealer's  cost  but  below 
what  most  folks  are  able  to  negotiate. 

Can  you  beat  the  prices  promised 
by  the  car  buying  services?  A  persis- 
tent bargainer  might.  Our  reporter 
went  shopping  for  a  fully  equipped 
Buick  Park  Avenue  Ultra,  armed  with 
quotes  from  several  buying  services. 
The  sticker  price:  $31,000.  Easyquote 
price:  $28,700.  AutoVantage  price: 
$27,000.  Yet  the  reporter  managed  to 
get  the  lowest  price  of  all  from  a  local 
dealer:  $26,900. 

But  remember  this:  In  the  game  of 
Beat  the  Dealer,  no  matter  how  well 
the  buyer  does,  the  dealer  still  makes 
something.  How?  Three  common 
ways:  on  your  used  car;  on  financing 
or  leasing  charges;  and  on  "holdback" 
fees.  (It  seems  even  the  dealer's  in- 
voice is  not  precisely  what  he  pays  for 
a  car.  The  invoice  can  be  2%  to  3% 
above  his  real  cost.  Manufacturers  re- 
fund these  "holdback"  fees  quarterly 
or  annually.) 


Some  additional  tips  before  you  go 
shopping: 

•  Take  the  rebate  (if  any)  up  front,  so 
it  is  deducted  from  your  basic  cost. 
Don't  wait  30  days  for  a  check  from 
the  manufacturer.  That  way  you  will 
avoid  paying  sales  or  luxury  taxes  on 
the  rebate. 

•  Watch  out  for  extra  fees.  Dealer 
preparation,  for  example,  is  almost  al- 
ways included  in  the  base  price  of  the 
car  and  should  not  be  an  added  fee. 
Nor  should  "conveyance"  or  advertis- 
ing charges.  They  are  costs  of  doing 
business. 

•  On  some  hot  cars,  you  may  see 
ADM  charges  on  the  sticker  price — 
standing  for  "additional  dealer  mark- 
up." The  Mazda  Miata,  for  example, 
when  first  introduced,  routinely  had 
up  to  $4,000  added  to  its  sticker  price. 

•  Don't  let  the  salesman  yes  you  to 
death,  only  to  tell  you  at  the  last  min- 
ute something  like:  "Sorry,  my  boss 
won't  let  the  car  go  for  this  low  an 
amount."  It's  an  old  ploy  best  defeat- 
ed by  leaving  the  showroom. 

A  final  note:  Price  isn't  everything. 
Sometimes  it's  worth  it  to  pay  a  local 
dealer  more  for  a  car  because  of  his 
handy  location  or  because  his  service 
is  noteworthy. 

But  by  researching  car  costs 
through  the  pricing  services,  you'll  at 
least  know  approximately  how  much 
the  merchant  is  making  on  your  deal. 
And  it  is  very  comforting  to  know  just 
what  the  dealer's  basic  costs  arc  when 
your  neighbor  starts  lying  about  the 
great  deal  he  haggled  on  his  new  car. 


FORBES,  JANUARY  21,  1991 


101 


Allanie^Tie  first  roadster  wiiib 

\\p&n  it  comes  to  managing  the  power  of  its  20(ieli 

horsepower  V8,  Allante  excels  where  others  cannot  A 

Because  advanced  Traction  Control  harnesses  this  powe  24 

minimizing  wheel  slip  during  acceleration  o  k 

virtually  any  road  surface,  for  added  control  m 
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Oifev  ft?r  terms  itf  this  liniitod  \\\iri\intv. 


Nobody  is  putting  quality  on  the  road 
likeCadillac.  VVinnerottheU.S.  Government's 
1990  Malcolm  Baldrige  Award. 


mmBWHWH 


National 
^  Quality 
Award 

/1990 

W'inner 


lie  largest  luggage  capacity  of  any  roadster  accom- 
odates even  skis  ■  Year  round,  Allante  is  covered 
'  24-hour  Cadillac  Roadside  Service,^"  And  it  H^ 
Ibacked  by  the  unique  7-year/100,000-mile  AIL  " 


isurance  Plair  ■ 

Jmk*^  ^K^^ 

^^^^ 

■  -%1 

Please  call  1-800-333-4CAD  for 
product  literature  and  the  location 
of  your  nearest  Cadillac  dealer. 
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CADILLAC     STYLE 


Collectors 


By  Christie  Brown 


A  fascinating  collection  of  architectural 
drawings  can  still  he  accumulated  for  a 
relatively  small  investment. 


Collecting  plans 


Frank  Lloyd  Wright's  proposed  Natknm  I  Life  /ns/aciiicc  huilcling.  ui  Chicago 
The  structure  wasn't  huUt;  the  drawing  fetched  a  record  $176,000. 


WHEN  Barry  LePatner,  a 
New  York  City  lawyer, 
wants  to  see  great  architec- 
ture, he  strolls  through  his  offices. 
The  walls  are  covered  with  architec- 
tural drawings:  Michael  Graves'  1985 
pencil  sketch  for  the  Phoenix  City 
Hall,  three  1981  ink  drawings  by 
Renzo  Piano  of  the  Menil  Collection 
Museum  in  Houston,  Charles  Gwath- 
mey's  1985  color  pencil  drawing  for  a 
proposed  addition  for  New  York's 
Guggenheim  Museum  (a  modified 
version  by  Gwathmey  has  been  built). 

LePatner  can  reflect  on  residences, 
too.  On  the  walls  are  drawings  of 
homes  designed  by  such  well-known 
contemporary  architects  as  Roger 
Ferri,  Franklin  Israel,  Edward 
Knowles  and  Julian  Neski. 

This  has  not  been  an  expensive  hob- 
by for  LePatner.  In  all,  the  160  draw- 
ings in  his  collection  have  cost  him 
under  $75,000.  The  most  he  has  ever 
paid  was  $6,500;  that  was  for  an  Oscar 
Nitschke  color  pencil  drawing  of  the 
Quaker  Ridge  Golf  Club  in  Westches- 
ter County,  N.Y. 

LePatner,  a  lawryer  who  represents 
many  architects  and  engineers,  began 
collecting  architectural  drawings  in 
1981,  when  the  Eggers  Group,  an  ar- 
chitectural firm,  gave  him  four  early 
20th-century  drawings  from  its  ar- 
chives. They  were  gifts,  made  in  ap- 
preciation of  some  legal  work.  Le- 
Patner liked  the  drawings  so  much 
that  he  began  hunting  for  more.  He 
shopped  at  Christie's,  Sotheby's,  and 
at  galleries  and  benefit  auctions  he 
found  listed  in  such  publications  as 
McGraw-Hill's  Architectural  Record 
and  Oculus,  put  out  by  the  American 
Institute  of  Architects.  He  managed 
to  come  up  with  40  drawings  by  his 
own  clients.  He  also  found  such  prizes 
as  an  1895  watercolor  of  the  Waldorf- 
Astoria,  which  was  designed  by  Hen- 
ry Hardenbergh. 

Such  watercolor  renderings  are 
quite  rare,  of  course.  But  for  most 
structures,  up  to  200  drawings  are 
done  by  hand.  (There  are  many  more 
blueprints  made,  too,  but  they  are 
simply  photographic  reproductions  of 
the  drawings  and  are  not  considered 
collectible.)  The  hand-rendered  draw- 
ings range  from  the  concept  sketches 
to  the  formal  presentation-to-client 
drawings  to  the  final  structural  draw- 
ings— such  as  cross-sections,  eleva- 
tions and  floor  plans — from  which  the 
edifice  is  built. 

The  architect  himself  often  exe- 
cutes only  a  few  drawings — the  initial 
sketches.  Most  others,  including  the 
presentation  and  working  drawings. 
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are  done  by  apprentices  or  draftsmen. 
Rarely  are  any  of  the  drawings  signed. 
Instead,  the  architect's  name  is  print- 
ed or  stamped  on. 

As  a  result,  collectors  don't  usually 
care  about  pinning  down  who  drew 
the  work.  What  is  important?  "The 
desirability  depends  on  how  great  the 
drawing  is,  and  how  great  the  building 
is,"  says  Nancy  McClelland,  head  of 
20th-century  decorative  arts  for 
Christie's. 

Not  all  architects  draw  well,  any- 
way. Philip  Johnson,  for  example, 
whose  designs  include  the  at&t 
building  in  New  York,  doesn't  even 
like  to  draw.  On  the  other  hand,  Frank 
Lloyd  Wright  (1867-1959)  was  a 
skilled  artist,  as  were  the  draftsmen 
who  worked  for  him.  He  rarely  com- 
pleted drawings  from  start  to  finish; 
his  staff  helped  out.  The  prices  for 
Wright's  architectural  drawings  are 
much  higher  than  for  those  of  other 
American  architects — the  quality  is 
high,  as  is  Wright's  place  in  the  histo- 
ry of  architecture.  Two  years  ago  a 
1925  drawing  of  the  proposed  Nation- 
al Life  Insurance  building  in  Chicago 
brought  $176,000  at  Christie's,  the 
alltime  record  for  an  architectural 
drawing.  And  the  building  was  never 
even  constructed. 

Did  Wright  have  a  direct  hand  in 
the  drawing?  His  signature  is  no- 
where to  be  seen,  only  his  name,  as 
architect,  printed  in  pencil.  But  no 
matter.  "His  signature  wouldn't  have 
made  any  difference  in  the  price," 
says  McClelland. 

Most  architectural  drawings  in  the 
U.S.  date  only  to  the  1850s. 
Prior  to  that  time,  there  were 
few  professional  architects  in 
this  cotintry;  most  buildings 
were  copied  by  carpenters  di- 
rectly from  European  pattern 
books.  Thomas  Jefferson,  Ben- 
jamin Latrobe  and  Charles 
Bulfinch  were  notable  excep- 
tions, of  course,  and  their 
drawings  still  survive.  (Many 
are  kept  at  the  Library  of  Con- 
gress and  the  University  of 
Virginia.) 

But  as  the  19th  century  rip- 
ened, the  U.S.  government  and 
American  corporations  needed 
bigger,  better,  bolder  build- 
ings. The  new  demand  for  ar- 
chitects was  rapidly  met.  mix 
founded  the  first  architecture 
school  in  the  U.S.,  in  1868. 
Aspiring  American  architects 
also  flocked  to  the  Ecole  des 
Beaux-Arts  in  Paris.  Indeed, 
many  of  the  leading  American 
architects  from  1850  to  1930 
were  trained  at  the  Beaux- Arts 


Watercolor  rendering  of  the  Waldorf-Astoria  Hotel  in  New  York,  circa  1895 
Up  to  200  drawings  are  made  for  every  building. 


school:  Louis  Sullivan  (known  for  the 
Guaranty  Building,  Buffalo,  N.Y.); 
Henry  Hobson  Richardson  (the  Mar- 
shall Field  Building,  Chicago),  Ernest 
Flagg  (the  Corcoran  Gallery,  Washing- 
ton, D.C.)  and  Richard  Morris  Hunt 
(Newport  mansions).  All  were  known 
for  painstakingly  beautiful  drawings 
that  were  intended  to  sell  their  work 
and  be  exhibited.  Top-quality  archi- 
tectural drawings  of  this  caliber  are 
often  hammered  down  for  $25,000 
and  more. 


Collector  Barry'  LePatner  in  his  office 
Less  than  $75,OOOfor  160  drawings. 


But  the  quality  of  drawings  went 
into  a  slump  soon  after  the  1930s  with 
the  arrival  of  the  modernists,  led  by 
Walter  Gropius  and  Mies  van  der 
Robe,  who  scoffed  at  such  elaborate 
hand  labor.  This  was  the  machine  age: 
Classical  drawings  were  out,  spare  ar- 
chitectural models  made  of  balsa 
wood  were  in.  Fewer  drawings  were 
made  by  hand;  copying  machines  and 
blueprints  made  quick  multiples. 

Draftsmanship  came  back  in  vogue 
after  1960,  however,  with  the  arrival 
of  the  postmodernist  archi- 
tects. Among  them  are  Mi- 
chael Graves,  Robert  Venturi 
and  Robert  A.M.  Stem,  who 
all  take  great  care  with  their 
own  drawings.  "They  see  the 
drawings  as  a  tool  to  promote 
themselves,"  says  New  York 
gallery  owner  Max  Protetch, 
who  deals  in  architectural 
drawings  by  a  dozen  contem- 
porary architects. 

Architectural  drawings  are 
not  widely  exhibited  in  muse- 
ums, but  several  universities, 
including  Columbia,  Tulane 
and  the  University  of  Califor- 
nia at  Santa  Barbara,  have  ma- 
jor collections.  Columbia 
owns  over  200,000  architec- 
tural drawings  and  has  recent- 
ly solicited  several  hundred  ar- 
chitects for  more.  Collecting 
these  drawings  is  not  a  new 
activity,  but  it  appears  to  be 
one  in  which  interest  is  begin- 
ning to  grow. 
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ROME     SAO  PAULO      G  UAT  E  M  A  L  A  C I T  Y      liRUSSELS      PARIS       RIODEJANEIRO        AUCKLAND      MUNICH       TEGUCI 


The  Difference  Beiween 

Ordinary  And  Extraordinary 

Is  A  Matter  Of  Degrees. 


LONDON      LIMA      LA  PAZ      GLASGOW      SAN  PEDRO  SULA      FRANKFURT      SAN  SALVADOR      BELIZE  CITY      STOCKH< 


>S  AIRES      ZURICH       SANJOSK       MILAN      Ql   IIO      GllA^AQLUI.      ASUNCION      SANTIAGO       BOGOTA      CARACAS 


A  mixture  of  roasted  nuts 
served  warm  on  fine  china.  A  white  Bordeaux  pre- 
cisely chilled.  The  luxury  of  American  Airiines  International  Flagship 
Service®  presents  itself  in  a  myriad  of  gracious  details.  jOur  First  and 
Business  Class  cuisine  has  won  international  acclaim.  Our  wine  list  includes 
vintages  from  some  of  the  world's  finest  cellars.  And  our  personal  service 
is  unsurpassed.  American  Airlines  International  Flagship  Service. 
Now  boarding  to  35  destinations  worldwide,  and  to  Rome  and 
Milan  beginning  April  1.  Refinement  to  the  nth  degree. 

Beginning  date  for  service  to  Rome  and  Milan  subject  to  change. 


Somethingspecial  in  the  air 


ANQUILLA       MADRID       DUESSELDORF       MANCHESTER       MANAGUA       PANAMACITY       CALI      SYDNEY       t6kYO 


Faces 

Behind  the  Figures 


Edited  by  Jason  Zweig 


Where's  Walter? 


\X\ ju  'JounivOuilir 


Music  mogul  Walter  Yettiikoff 
"Igtiess  III  count  my  money." 

Since  Walter  Yetnikoff  resigned  as 
chief  executive  of  Sony  Corp.'s 
CBS  Records  unit  in  September,  the 
music  mogul  has  kept  uncharacteris- 
tically mum.  After  briefly  settling  in 
the  Manhattan  offices  of  Columbia 
Pictures,  Yetnikoff  then  disappeared, 
leaving  many  in  the  record  industry  to 
ask,  "Where's  Walter?" 

Answer?  The  57-year-old  Yetnikoff 
has  resurfaced,  this  time  as  head  of 
Velvel  Musical  Industries,  Inc.,  a  sub- 
chapter S  corporation.  (Velvel,  he  ex- 
plains, is  the  Yiddish  diminutive  for 
Walter.)  But  the  gruff,  outspoken 
Yetnikoff  is  keeping  quiet  on  the  ex- 
act nature  of  his  nev^  entertainment 
firm,  vs^hich  is  based  in  a  browrnstone 
on  Manhattan's  Upper  East  Side.  "I 
have  a  name,  and  I  have  money,"  he 
snorts. 

That  he  does.  Between  his  sever- 
ance package,  back  salary  and  bonus- 
es from  Sony,  Yetnikoff's  take  for 
1990  is  closer  to  $40  miUion  than  to 
the  $25  million  widely  reported.  Add 
to  that  the  multimillion-dollar  sign- 
ing bonus  Sony  paid  Yetnikoff  when  it 
bought  CBS  Records  three  years  ago, 
and  Yetnikoff  is  a  music  money  man 
who  can  jump  back  into  the  business 
with  a  sudden  bang. 


So  what  are  Yetnikoff's  plans?  "I 
guess  I'll  count  my  money,"  he  huffs. 
Don't  count  on  it.  Neither  he  nor 
Sony  will  comment  on  whether  his 
resignation  agreement  contained  a 
noncompetitive  clause.  If  he  is  thus 
precluded  from  running  a  record  label, 
perhaps  the  most  likely  venture  for 
Yetnikoff  would  be  artist  manage- 
ment. Becommg  an  agent  would  be  an 
ironic  step  for  Yetnikoff,  since  his  ex- 
pulsion from  CBS  was  partly  prompted 
by  his  deteriorating  relationships 
with  two  of  CBS'  biggest  acts:  Michael 
Jackson  and  Bruce  Springsteen. 

Walter  Yetnikoff  seems  quite 
pleased  just  to  be  sitting  on  a  moun- 
tain of  money  and  keeping  his  old 
rivals  in  suspense.  "Somebody  told 
me  there's  an  interesting  movie  un- 
folding, and  that  you  should  watch 
the  movie,"  Yetnikoff  explains.  "I  am 
watching  the  movie." — Peter  Newcomb 


The  sight  of  blood 

Tlhese  days  real  estate  is  a  pair  of 
words  almost  as  grim  as  ptomaine 
poisoning,  typhoid  fever  or  bubonic 
plague.    But    when    Daniele    Bodini 


hears  those  two  words,  he  makes  a 
square  in  the  air  with  his  hands:  "I 
think  there's  a  great  window  of  oppor- 
tunity," he  says. 

Bodini,  45,  is  president  of  American 
Continental  Properties,  a  Manhattan- 
based  firm  with  $1  billion  in  commer- 
cial and  residential  property  under 
management  and  $1.2  billion  under 
development.  A  native  of  Italy's  Lake 
Como  region  who  trained  as  an  engi- 
neer and  architect,  Bodini  came  to  the 
U.S.  in  1971.  He  learned  real  estate  at 
the  Eastdil  Realty  division  of  Blyth 
Eastman  Dillon.  In  1978  he  and 
Thomas  Murray,  the  retired  chief  in- 
vestment officer  at  Equitable  Life,  set 
up  American  Continental  with  $7.4 
million  in  initial  capital. 

By  1985  Bodini  became  alarmed  at 
the  escalation  of  U.S.  real  estate 
prices.  "I  said  to  myself,  'They're  all 
crazy,'  "  he  recalls.  So  he  shifted  acp's 
new  investments  away  from  America 
to  Europe.  The  firm's  European  assets 
grew  from  zero  in  1985  to  60%  of  total 
assets  by  1989,  and  Bodini's  investors 
earned  an  average  of  26%  a  year,  ac- 
cording to  audited  figures. 

So  what  does  this  smart  market 
timer  think  now?  Bodini  has  scant 
interest  in  Eastern  Europe — "it's  just 
too  unsettled  politically  and  social- 
ly"— and  even  his  enthusiasm  for 
Western  Europe  has  cooled.  "The  real 
speculative  growth  there  has  flatten- 
ed," he  says.  But  the  U.S.,  Bodini 
thinks,  is  cheap  again.  "It  might  seem 
as  though  everybody's  broke,"  he 
says,  "but  this  country's  not  going  to 
disappear." 

So  Bodini  is  snapping  up  garden 
apartments  in  the  South  and  South- 
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Real  estate  inrestor  Daniele  Bodini 
lA>ts  of  "desperate  sellers." 
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west,  shopping  malls  and  other  retail- 
ing properties — the  kinds  of  projects 
that  were  often  financed  by  savings 
and  loans.  "There  are  a  lot  of  assets 
available  from  desperate  sellers,"  says 
Bodini  dryly. 

But  not  everything  that  looks  like  a 
bargain  is  one.  Bodini  thinks  Manhat- 
tan real  estate,  for  example,  probably 
has  not  hit  bottom.  "I'm  looking  for 
blood  in  the  streets,"  he  says.  "I  can 
smell  it,  but  I  don't  see  it  yet." 


"This  guy  eats  nails" 

Charles  T.  Brumback  isn't  Rupert 
Murdoch,  but  he  probably  wishes 
he  were.  As  chief  executive  of  Chica- 
go-based Tribune  Co.  (likely  1990  rev- 
enues, $2.5  billion),  Brumback  is 
fighting  a  violent,  three-month  strike 
by  nine  unions  at  his  second-largest 
paper,  the  New  York  Daily  Neivs.  New 
York  Governor  Mario  Cuomo  and  the 
city's  Catholic  archbishop,  John  Car- 
dinal O'Connor,  have  sided  with  the 
unions. 

Contrast  that  with  Murdoch,  who 
in  1986  shut  down  ancient  presses  on 
London's  Fleet  Street,  fired  6,000 
striking  workers  and  reopened  in  an 
efficient  plant  in  a  new  location.  Mur- 
doch leaned  on  laws  that  made  it  ille- 
gal for  strikers  to  get  assistance  from 
other  unions — and  he  had  the  tacit 
blessing  of  then-Prime  Minister  Mar- 
garet Thatcher. 

Brumback,  62,  is  no  shrinking  vio- 
let. An  accountant  by  training,  he 
won  the  Bronze  Star  in  the  Korean 
War,  where,  as  a  forward  artillery  ob- 
server, he  faced  heavy  fire.  In  1985, 
when  Brumback  was  head  of  the  Chi- 
cago Tribune,  the  printers,  pressmen 
and  mailers  went  on  strike  over  job 
security  and  work  rules.  Brumback 
immediately  brought  in  nonunion 
workers,  who  permanently  replaced 
most  of  the  strikers.  Results:  The 
remnants  of  two  unions  remain  on 
strike  five  years  later  and  the  third 
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TV  producer  Dick  Clark 

His  restaurant:  not  yet  a  hit. 


Tribune  Co.  's  Charles  Brumback 
"He'd,  rather  fight  than  taUc.' 


union  gave  up  and  returned  to  work. 
"This  guy  eats  nails,"  says  a  Chicago 
media  expert  who  has  watched  Brum- 
back's  career.  "He'd  rather  fight  than 
talk." 

On  annual  revenues  of  more  than 
$400  million,  the  Daily  Neivs  has  lost  a 
cumulative  $100  million  or  so  over 
the  last  ten  years.  Analysts  figure  the 
News  lost  another  $100  million  last 
year,  much  of  it  strike-related.  Based 
on  Brumback's  background,  it  would 
be  surprising  if  the  Daily  Neu<s  strike 
turned  out  to  be  anything  but  a  battle 
to  the  death:  Charles  Brumback  will 
likely  either  break  the  union  or  kill 
the  paper. — John  Harris 


A  rocky  start 

TIhe  ageless  Dick  Clark  had  the  Mi- 
das touch  with  American  Band- 
stand, the  music  and  dance  show  that 
ran  on  network  tv  for  more  than  30 
years.  But  one  of  his  latest  ventures,  a 
restaurant  with  a  pop  music  theme, 
has  not  yet  made  the  hit  parade. 

Clark  got  started  nearly  a  year  ago 
with  the  American  Bandstand  Grill  in 
the  Rouse  Co.'s  prestigious  Bayside 
Marketplace  in  Miami.  Clark's  first 
and  only  location  has  so  far  gobbled 
up  at  least  $3  million  and  may  well  be 
running  in  the  red. 

He's  got  a  catchy  concept:  In  the 
two-story  restaurant,  gold  and  plati- 
num records  line  the  walls,  auto- 
graphed mementos  of  recording  stars 


are  embedded  in  the  tabletops,  video- 
screens  run  continuous  footage  of 
past  Bandstand  shows,  and  a  sequined, 
shocking  pink  touring  suit  worn  by 
Little  Richard  is  spread-eagled  on  a 
pillar.  One  novelty — a  studio  in 
which  guests  star  in  their  own  music 
videos — has  been  a  disappointment. 

But  customers  aren't  exactly  danc- 
ing through  the  door.  One  problem: 
Clark's-eatery  is  at  the  extreme  south- 
ern end  of  the  150-store  mall,  just  past 
a  food  court  with  21  other  food  out- 
lets— too  remote  for  many  of  Miami's 
office  workers  and  a  hike  even  for 
tourists  visiting  the  marketplace. 

At  61,  Clark  is  finally  starting  to 
show  a  little  age  around  his  eyes.  The 
stock  of  his  company,  the  e.e.  cum- 
mings-like  dick  dark  productions, 
inc.,  trades  on  Nasdaq  at  around  3,  a 
far  fall  from  its  ipo  at  6'/2,  four  years 
ago.  Clark  says  he  "just  wants  people 
to  have  fun"  and  claims  the  restau- 
rant takes  "almost  none"  of  his  time, 
which  is  mostly  devoted  to  his  hectic 
TV  production  schedule. 

A  hard  worker  whose  controlling 
stake  in  the  firm  is  worth  $17  million, 
Clark  is  not  likely  to  lose  money 
without  a  fight.  With  heavier  promo- 
tion and  a  new  menu,  he  hopes  to 
have  the  Miami  restaurant  humming 
by  spring  and  to  add  a  second  outlet 
later  this  year.  But  the  restaurant 
business  is  a  tough  game  these  days, 
and  those  worry  lines  around  Clark's 
eyes  seem  likely  to  worsen. 
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jungle  beast  turned  tail  and  obeyed 
KIngsley's  command  to  "Go  home,  you 
fool/'  Rudyard  Kipling  said  of  African 
explorer  Kingsley,  "Being  human,  she 

must  have  been  afraid  of  something.  But  one 

never  found  out  what  it  was." 


Fearless,  persistent,  and  enthusiastic, 
many  of  the  WOMEN  WHO  MADE  A 
DIFFERENCE  continue  to  live  on  in  their 
brilliant  achievements.  They  include: 

•  DR.  JAMES  BARRY,  a  top 

British  army  medical 
officer  who  turned  out 
to  be  a  woman. 

•  ANNA  CARROLL,  who 

claimed  her  military 
strategy  won  the  Civil  War. 


POPE  JOAN,  the  legendary 
female  Pope. 

FANNY  MENDELSSOHN, 

perhaps  a  better  composer 
than  brother  Felix. 

MARY  SURRAT,  hanqed, 
perhaps  wrongly,  for 
Lincoln's  assassination. 


You'll  meet  a  hundred  women  in  all,  from  Shakespeare's  "Dark  Lady"  to  Chicago's 
Mrs.  O'Leary;  from  Anna  Jarvis,  who  thought  up  Mother's  Day  (and  regretted  it),  to 
Mother  Jones,  stalwart  union  organizer.  Malcolm  Forbes,  whose  love  of  little-known 
facts  led  to  the  best-selling  They  Went  That-a-Way  and  What  Happened  to  Their 
Kids?,  chronicles  the  lives  of  these  remarkable  women  in  a  book  that  is  a  pleasure  to 
browse  in  and  hard  to  put  down,  and  as  enlightening  as  it  is  inspiring. 
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The  Forbes  Wall  Street  Review 


By  Eric  S.  Hardy 


"I  see  the  current  stock  market  weak- 
ness as  a  sharp  interruption  caused  by 
the  Persian  Gulf  crisis,"  observes  Ste- 
phen Leeb,  editor  of  Personal  Finance. 
"What  we  had  is  essentially  a  tax  hike 
caused  by  higher  oil  prices.  I  don't 
think  the  economy  is  nearly  as  weak 
as  people  say." 

Leeb  believes  that  the  Dow  indus- 
trials will  climb  above  the  3000  mark, 
possibly  as  high  as  3250,  in  1991. 
Then  the  market  will  turn  strongly 
bearish  and  fall  to  the  2500-to-2600 
range.  Why  the  sharp  decline?  "The 
Fed  will  probably  overdo  it  and  let 
loose  too  much  credit  and  then  have 
to  clamp  down  when  inflation  starts," 
Leeb  replies. 

Leeb  is  attracted  to  "vultures,"  or 
companies  that  can  take  advantage  of 
weak  competitors.  Although  he 
doesn't  particularly  like  the  banking 
or  the  airline  industries,  he  sees  op- 
portxmities  because  so  many  weak 
competitors  are  there.  "The  strong  get 
stronger  in  bad  economic  times — 
whether  it  is  J. P.  Morgan  or  Delta 
Airlines,"  he  notes.  Leeb  also  recom- 
mends BankAmerica,  Sterling  Ban- 
corp, AMR  and  UAX. 

As  1990  drew  to  a  close,  the  Wil- 
shire  index  of  6,000  stocks  was  show- 
ing a  loss  of  9%  for  the  year,  although 
during  the  last  two  weeks  it  managed 
to  eke  out  a  0.2%  gain.  The  Dow 
Jones  industrial  average  was  off  4.8% 
for  the  year  and  up  0.6%  for  the  same 
two-week  period. 
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The  overall  market' 

Performance                       Price 

Total  return 

3000 

Lasi  4  weeks                             4.2% 
-  Since  12/31/89                        -9.3 
Since  peal(  (10/9/89)               -11.9 
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The  Best  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  vol^ 

Lafarge 

13'/4 

20% 

11 

245 

0.9 

Flightsafety  International 

47 

16 

22 

586 

0.7 

JWP 

15'/4 

16 

11 

3,037 

1.5 

Amax  Gold 

141/4 

15 

41 
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0.8 

Seagate  Technology 

ll'/8 

14 

7 

9,589 

1.5 

The  Worst  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  voP 

National  Health  Labs 

11 '/4 

-27% 

14 

7,441 

4.4 

Marriott 

11 '/8 

-19 

11 

2,435 

0.5 

USF&G 

7'/! 

-17 

'     5 

8,988 

1.8 

Genentech 

23 

-16 

NM 

2,344 

1.3 

Castle  &  Cooke 

29 

-15 

14 

3,424 

2.2 

Closeup  on  the  Market 


Index  or  investment 

Price 

2-week  change 

Index  or  investment 

Price  or  rate 

2-week  change 

Wilshire  index 

6,000  stocks,  capitalization  weiglited 

3,102.4 

0.2% 

Europe,  Australia,  New  Zealand  and  Far  Easf* 

(EAfE)  a  dollar  denominated  capitalization  weighted  index 

781.20 

-5.3% 

Wilshire  index 

6,000  stocks,  equal  weighted 

16.8 

-0.5 

Institutional^ 

Approximately  200  stocks  with  high  institutional  ownership 

97.32 

1.8 

Dow  Jones  industrials 

30  stocks,  divisor-adjusted  price  average 

2,637.1 

0.6 

Individual^ 

Approximately  200  stocks  with  low  institutional  ownership 

81.20 

-3.2 

S&P  500 

Capitalization  weighted  cross  section,  major  stocks 

330.9 

0.2 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted 

130.83 

0.2 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

180.6 

0.2 

Gold^  (composite  quote  ol  6  major  dealers) 

$384.90 

3.3 

Yen^  (per  $U.S.) 

136.30 

3,8 

Amex 

Capitalization  weighted  total  return;  stocks,  warrants 

305.0 

-0.9 

Commodity  index^  (CRB  futures  index,  1967  =  100) 

220.73 

-0.1 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

372.5 

0.6 

Oil^  IW  Texas  Intermediate) 

$27.20 

7.3 

T  bills^  (90  days) 

6.45% 

-33  basis  points' 

Amex  international  market  index 

Capitalization  weighted,  50  largest  ADRs 

289.2 

^.1 

Broker  loan  rate^ 

9.25% 

unchanged 

Note:  All  data  for  periods  ending  12/26/90.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  index  was  created.  Stocks  listed  above  have  market  capitalizations  of  $500  million  or  more.  'Capitahzation  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
Average  daily  volume  over  a  2-week  period.  ^Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  over  the  preceding  3  months.  "Morgan  Stanley 
Capital  International  Perspective.  ^For  period  ending  12/26/90  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  'Knight-Ridder  Financial 
Information.   A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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Commodities  Review 


By  Eric  S.  Hardy 
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The  Commodity  Research  Bureau  Futures  Index  dropped 
7%  over  the  last  three  months  while  the  two  energy- 
related  components  of  this  index  (crude  oil  and  heating  oil) 
show  an  average  change  of  -11  % .  Of  the  2 1  components  in 
this  equally  weighted  index,  3  are  precious  metals — gold, 
platinum  and  silver.  The  crb  index  on  these  metals  fell 
10%  since  mid-September.  Silver  futures  traded  below  $4 
an  ounce  for  the  first  time  since  February  of  1976.  Defying 
the  expectations  of  goldbugs,  precious  metals  turned  out 
to  be  a  terrible  inflation  hedge  and  poor  protection  against 
geopolitical  uncertainty  in  the  1980s. 

The  overall  Consumer  Price  Index  was  up  6%  through 
November  1990,  but  the  futures  market  is  signaling  that 
prices  of  commodities  are  headed  lower.  Downward  pres- 


CRB  Futures  Indexes 


330 


290 


250 


210 


(1967-100) 


1989 
Precious  metals^ 


1990 


I  Futures  index"* 


sure  on  commodity  prices  helps  keep  inflation  in  check, 
but  not  as  much  as  it  did,  say,  in  the  1930s. 

"The  correlation  [of  commodity  prices]  with  the  cpi 
isn't  what  it  used  to  be,"  argues  James  Nevler,  an  analyst 
for  Knight-Ridder's  Commodity  Research  Bureau.  "The 
engineering  component  of  cost,  rather  than  the  raw  mate- 
rials cost,  is  what  counts."  Think  of  it  this  way:  If  you  are 
buying  a  personal  computer,  the  cost  of  the  plastic  and 
metal  is  not  important.  The  designer's  salary  is. 

For  the  year,  the  raw  industrial  commodities  tracked  by 
the  Commodity  Research  Bureau  were  up  about  0.6%, 
while  the  all-commodities  index  (which  includes  10  food- 
stuffs in  addition  to  the  13  industrial  components)  was  off 
fractionally. 


Commodity  Spotlight 


Cash  and  Futures  Prices 


March  Copper^ 


1  23 


($/pound) 


9/90 


12/90 


Spot  Indexes 

Futures  Indexes 

Index^ 

Value 

3-mo  change 

Index"                               Value 

3-mo  change 

All  commodities 

258.83 

-5% 

CRB  index                         220.68 

-7% 

Raw  industrials 

301.11 

-6 

Precious  metals                250.84 

-10 

Metals 

282.81 

-14 

Industrials                       237.36 

-12 

Textiles 

257.73 

-2 

Grains                               172.03 

-2 

Foodstuffs 

207.86 

-3 

Livestock  &  meat              228.21 

3 

Spot  Commodity  Prices 

Futures  Prices 

Commodity 

Price       3- 

mo  change 

Commodity 

Price 

3-mo  change 

Steel  scrap  (short  ton) 

104.00 

-8% 

Jan  platinum  (troy  oz) 

407.20 

-13% 

Copper  scrap  (pound) 

0.90 

-13 

Feb  crude  oil  (barrel) 

25.92 

-12 

Print  cloth  (sq  yard) 

0.82 

4 

March  copper  (pound) 

1.10 

-8 

Corn  (bushel) 

2.26 

4 

March  cotton  (pound) 

0.76 

5 

Soybean  oil  (pound) 

0.21 

-13 

March  Chi  wheat  (bushel) 

2.62 

-10 

Deflationary  forces:  Copper  is  piling 
up  in  warehouses.  Chile  recently 
opened  the  world's  third-largest  cop- 
per mine,  to  supply  418,000  tons  a 
year  of  copper  concentrate  to  the  Japa- 
nese. And  the  housing  market,  which 
accounts  for  42%  of  the  copper  used 
in  the  U.S.,  is  in  a  prolonged  slump. 
All  this  explains  why,  over  the  last 
three  months,  the  March  copper  con- 
tract dropped  8%,  to  $1.10. 

Notes:  All  prices  as  of  12/21/90.  'Composed  of  13  commodities.  ^Composed  of  the  13  raw  industrial  commodities  plus  10  foodstuffs.  'Gold,  platinum  and  silver.  ""Composed  of  21 
commodities.  ^Prices  from  9/3/90  through  12/12/90.  *Base  for  spot  and  futures  indexes  |I967=  100|.  Source:  Knight-Ridder  Commodity  Research  Bureau. 


112 


FORBES,  JANUARY  21,  1991 


-Henry  Kissinger 


V.-"- 


Magazines  maKe  things  happen 


.ne  Editaamdebrate  the  250th  anniversar 


Statistical  Spotlight 


Research  and  development  is  a  form  of 
capital  expenditure,  an  investment  in  to- 
morrow's business.  Which  companies  are 
making  the  biggest  R&D  investments? 


Plowing  it  back 


By  Robert  Balancia 


Merck  dk  Co.,  which  has  wowed  Wall 
Street  with  its  scientific  prowess, 
spent  $4.5  billion  on  research  and  de- 
velopment from  1980  through  1989. 


As  impressive  as  this  figure  is,  Merck 
is  not  an  industry  leader  in  r&d 
spending — not  in  percentages.  Over 
the  past  five  years  the  company  has 
made  r&d  outlays  averaging  1 1 .5%  of 
sales,  while  Syntex  is  at  16.6%  and 


Marion  Merrell  Dow  at  14.3%. 

Which  companies  are  the  biggest 
investors  in  research?  We  searched 
the  Media  General  database  in  Lotus 
One  Source  for  manufacturers  with  at 
least  $100  million  in  sales  whose  ra- 
tios of  R&iD-to-sales  are  considerably 
higher  than  the  norms  for  their  indus- 
tries. Other  things  being  equal,  a  com- 
pany that  puts  a  lot  of  money  into 
research  should  command  a  higher 
price/earnings  multiple.  That's  be- 
cause R&.D  outlays,  deducted  immedi- 
ately from  earnings,  are  a  form  of  in- 
vestment in  future  earnings. 

There  is,  of  course,  a  different  sort 
of  risk  in  scientific  research  than  in 
tangible  capital  investments,  like 
warehouses  and  steel  mills.  Says  Jami 
Rubin,  a  drug  industry  analyst  at  Bear, 
Stearns:  "Only  1  in  5,000  ideas  for 
drugs  makes  it  to  market,  and  only  1 
in  5  compounds  that  make  it  from  the 
labs  into  clinical  testing  ever  reaches 
consumers."  Merck's  research  has 
paid  off  with  such  blockbusters  as 
Mevacor,  the  anticholesterol  drug, 
and  Vasotec,  the  heart  drug.  Other 
researchers  haven't  been  as  lucky. 

Heavy  r&.d  spending  is  also  essen- 
tial to  survival  in  the  aerospace  indus- 
try. Over  the  last  five  years  Boeing 


Big  spenders 

These  firms  have  been  spending  more  out  of  each  sales      scaled  so  that  100  means  tying  the  industry  in  the  ratio 
dollar  on  research  and  development  than  their  indus-      of  R&D  to  sales.)  Many  of  these  companies,  not  sur- 
try-group  peers.  (The  score  in  the  far  right  column  is      prisingly,  trade  at  high  multiples  of  their  earnings. 

Company/industry 

Recent 
price                P/E 

Debt/ 
equity 

Earnings  per  share 5-year 

estimated         average 
1991               5-year              R&D/ 
current         estimated         growth              sales 

R&D 

versus 
industry 

Boeing/aerospace  &.  defense 

461/4                13.9 

4% 

$3.32 

$5.04 

17% 

4.2% 

113 

Dow  Chemical/chemicals 

45'/.                  8.1 

48 

5.68 

4.23 

9 

5.0 

141 

EI  du  Pont  de  Nemours/chemicals 

36  V«                10.7 

27 

3.42 

3.57 

9 

4.1 

115 

General  Signal/precision  instruments 

38                   27.0 

65 

1.41 

4.01 

9 

6.1 

115 

Ingersoll-Rand/heavy  machinery 

37                     9.5 

20 

3.89 

3.62 

10 

3.7 

121 

KLA  Instruments/precision  instruments 

9V»               22.8 

0 

0.40 

0.40 

15 

10.6 

200 

Eli  Lilly/drugs 

74'/2                19.9 

7 

3.74 

4.71 

18 

12.7 

119 

Lockheed/aerospace  &  defense 

32%                16.6 

89 

1.98 

5.07 

6 

4.9 

131 

Marion  Merrell  Dow/drugs 

35>/2                13.7 

7 

2.60 

1.98 

13 

14.3 

134 

McDonnell  Douglas/aerospace  &.  defense 

40%                11.9 

93, 

3.43 

5.27 

7 

4.1 

110 

Merck/drugs 

88'/»               20.3 

3 

4.35 

5.34 

18 

11.5 

107 

Millipore/precision  instruments 

36                   18.5 

26 

1.95 

2.29 

14 

7.5 

141 

Northrop/aerospace  &  defense 

191/4                 6.7 

67 

2.86 

2.95 

8 

4.4 

118 

Procter  &  Gamble/personal  care  prods 

86%                19.4 

55 

4.47 

5.84 

12 

3.1 

168 

Rohm  &  Haas/chemicals 

35%                12.5 

27 

2.87 

2.87 

10 

6.3 

177 

Sundstrand/aerospace  &.  defense 

28%                 9.6 

41 

2.99 

3.05 

11 

5.9 

158 

Syntex/drugs 

58%                17.9 

37 

3.24 

3.61 

15 

16.6 

155 

Trinova/heavy  machinery 

18y4                 9.6 

31 

1.92 

1.92 

10 

3.8 

124 

United  Technologies/aerospace  &.  defense 

46%                17.9 

41 

6.02 

6.03 

9 

5.3 

142 

Upjohn/drugs 

38'/i                 9.6 

15 

1.18 

2.65 

13 

13.9 

130 

Sources:  Media  Geiietxil.  histiliitioual  lirokei 

■;  /-sn  nit  lie  Sys/ein  (a  service  of  1. 

Yuch,  Jones  c 

'  Ryan),  via  Loins  One  Source 
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spent  4%  of  its  sales  on  designing  new 
aircraft  and  equipment.  The  aero- 
space giant  now  has  a  backlog  of  $86 
billion  and  has  34  firm  orders  for  the 
new  777  airliner  it  just  launched. 

In  many  industries  there  appears  to 
be  a  positive  relationship  between  the 
amount  spent  on  r&d  and  Wall 
Street's  expectations  of  future 
growth.  Investors  seem  willing  to  pay 
a  premium  for  earnings  backed  by 
heavy  rSld  over  earnings  backed  by 
merely  routine  R&.D.  In  addition  to  a 
1991  earnings  estimate,  our  table 
shows  a  five-year  earnings  growth 
rate  as  projected  by  the  Institutional 
Brokers  Estimate  System.  Note  that 
where  analysts  see  high  r&d  they  fre- 
quently project  higher  growth  than 
for  companies  with  less  r&.d.  ■ 


The  Funds 


Money  manager  Michael  Price  is  having  trouble  following  a 
tough  act — his  own.  Is  this  just  a  temporary^  lapse,  or  has  he  lost  it? 


Bear  market  blues 


By  Richard  Phakm 

WIZARDRY  in  bear 
markets  has  tradi- 
tionally been  a  very 
strong  suit  at  Michael 
Price's  Mutual  Series  fam- 
ily of  funds  (Mutual  Shares, 
Qualified  and  Beacon). 
When  much  of  the  compe- 
tition got  creamed  between 
mid- 1 983  and  mid- 1984, 
Price  and  his  mentor.  Max 
Heine,  produced  double- 
digit  gains.  In  the  crash  year 
of  1987  Price  pulled  yet  an- 
other impressive  plus  out  of 
his  sleeve. 

On  form,  then,  in  a  mar- 
ket slide  shaping  up  as  the 
worst  in  15  years.  Price 
should  be  knocking  them 
dead.  But  he  is  not  even 
keeping  up.  Price's  two  big- 
gest funds — the  $2.6  billion 
Mutual  Shares  and  the  sim- 


The  good  old  days 


Mutual  Shares,  the  flagship  fund  of  Michael  Price's 
Mutual  Series  family,  turned  in  its  best  results  when 
it  was  much  smaller  than  it  is  now. 


TRAILING  3-YEAR 
RELATIVE  PERFORMANCE 
(100=  TYING  THE  MARKET) 


FUND  ASSETS  DIVIDED 

BY  WILSHIRE  MARKET 

CAPITALIZATION 
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ilarly  managed  $1  billion 
Mutual  Qualified — were  off 
10%  m  1990  (through  Dec. 
26).  That  compares  with  a 
5%  decline  for  the  sikp  500 
average.  (Both  numbers  in- 
clude reinvested  divi- 
dends.) "I'm  giving  myself  a 
C  on  performance,"  says 
Price,  "maybe  a  C-,  be- 
cause we  work  harder."  It's 
a  comedown  for  Price, 
whose  funds  rated  an  A-l- 
in  downmarket  perfor- 
mance over  the  long  pull  in 
the  Forbes  fund  survey 
(Sept.  3,  1990).  Beacon  rates 
a  B,  but  that  grade  reflects, 
in  part,  several  years  of  me- 
diocre performance  before 
Heine  and  Price  took  over 
the  fund. 

Price,  long  the  legendary 
Max  Heine's  right-hand 
man,  bought  Mutual's 
management  company 
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from  Heine's  estate  two  years  ago.  He 
feels  embarrassed  over  comparisons 
with  the  best  of  the  investment  peers 
he  measures  himself  by — Mario  Ga- 
belli's  Growth  Fund  (off  3.5%),  Fideli- 
ty Magellan  (off  7.2%)  and  Albert  Ni- 
cholas' Nicholas  Fund  (off  9.5%). 

Though  Price,  39,  was  doing  some 
of  his  own  stock  picking  as  far  back  as 
1973  under  Heine's  tutelage,  he  still 
feels  very  much  on  trial.  "I've  got  to 
prove  myself  all  over  again,"  he  says. 
"Mistakes  hurt." 

Among  the  mistakes  is  Time 
Warner,  which  has  collapsed  from  a 


derlines  how  important  the  time  val- 
ue of  money  is  to  Mutual's  invest- 
ment style. 

This  style,  traceable  to  Heine  but 
further  developed  by  Price,  centers  on 
prospective  mergers,  undervalued  as- 
sets, bankruptcies  and  reorganiza- 
tions. These  positions  often  require 
patience,  but  too  much  patience  can 
spell  poor  returns:  A  position  that 
shows  a  profit  of  50%  over  two  years 
has  returned  a  neat  23%  per  year,  but 
if  the  same  gain  takes  five  years  the 
annual  return  drops  to  just  about  8%. 
Says  Price:  "You  buy  a  bond  at  60 


|..n,iih.ni  l.i-Mi 


Michael  Price,  marmger  of  the  Mutual  Series  futuLs 
"I've  got  to  prove  mysetfall  over  again." 


1989  high  of  182  to  a  recent  88.  Price 
began  accumulating  both  Time  and 
Warner  as  early  as  four  years  ago,  in 
both  cases  on  the  basis  of  their  proba- 
ble breakup  values.  A  buyer  on  the 
way  up  and  a  seller  on  the  way  down. 
Price  still  rankles  at  Time's  rejection 
of  Paramount  Communications' 
$200-a-share  offer  in  favor  of  the 
merger  with  Warner. 

At  one  point  during  the  bidding 
contest  Mutual's  three  funds  held  1.8 
million  shares  of  Time  Warner.  That 
stake  has  since  been  pared  to  under  a 
million  shares  and  shows  a  small  loss. 
"That's  a  loss  after  four  years,"  he 
adds.  "Four  years."  His  emphasis  un- 


cents,  you  want  to  get  $1.20  back  in 
three  years.  If  it  takes  seven  years, 
you're  not  getting  the  return  you 
want." 

That  description  certainly  applies 
to  R.H.  Macy  &.  Co.,  another  hot  spot 
in  Mutual's  portfolio.  Price  (in  the 
company  of  such  clever  investors  as 
Laurence  Tisch  and  developer  Alfred 
Taubman)  took  a  position  four  years 
ago  in  the  retailer's  leveraged  buyout. 
Macy's  operating  income  is  off  and  its 
credit  ratings  are  on  watch  with  nega- 
tive implications. 

The  value  of  Mutual's  initial  stake 
(mainly  convertible  preferred  stock 
and  the  zero  coupon  bonds  of  2006) 


has  been  marked  down  from  $68  mil- 
lion to  $36  million.  In  December  the 
Mutual  Series  funds  put  in  approxi- 
mately $20  million  as  equity  to  keep 
the  faltering  retailer  afloat.  Price  feels 
that  he  may  yet  make  money  on  the 
Macy  investments. 

The  news  isn't  all  bad.  Other  work- 
outs in  which  Mutual  holds  sizable 
positions  (Sunbeam-Oster  and  Wheel- 
ing-Pittsburgh Steel,  among  others) 
are  beginning  to  ripen. 

They  may  all  fall  into  place,  but 
Price  himself  acknowledges  that 
there  is  a  real  question  as  to  whether 
Mutual's  traditional  focus  on  value 
investing  in  distressed  securities  is  a 
profitable  mix  still.  Mutual  Series  has 
had  a  long  run,  and  nobody  has  a  hot 
hand  forever.  "It's  true,"  says  Michael 
Price.  "My  style  hasn't  worked  for  the 
last  year  and  a  half."  Price  nonethe- 
less says  that  he  is  going  to  stick  "to 
doing  what  I  know  best,"  namely  the 
value  game. 

He  sees  new  opportunity  for  value 
investing  in  the  junk  bond  field.  Says 
he,  "There  are  billions  of  zero  coupon 
bonds  coming  due  in  the  next  several 
years,  with  lots  of  liquidity  problems. 
I  see  opportunity."  (So  do  a  lot  of 
other  investors.  See  story,  p.  36). 

However,  Price  faces  another  major 
problem:  Mutual  Shares  made  its 
mark  as  a  rather  small  fund.  Price 
closed  both  Mutual  Shares  and  Mutu- 
al Qualified  to  new  money  in  the 
summer  of  1989,  but  their  combined 
assets  have  now  reached  $3.6  billion. 
"It's  harder  to  find  more  good  ideas  to 
put  bigger  money  into,"  he  says.  The 
chart  on  page  1 15  tells  the  story:  Mu- 
tual Shares'  best  years  came  when  it 
was  much  smaller. 

The  other  variable — and  it  does 
Price  credit  to  express  it — is  the  void 
left  by  Max  Heine,  whose  investment 
career  spanned  over  50  years.  "I  wish  I 
had  Max  around,  somebody  to  give 
me  perspective,"  says  Price.  "There 
are  very  few  people  I  can  talk  to.  It's 
the  difference  between  being  a  coach 
and  being  a  quarterback." 

What's  the  bottom  line  for  inves- 
tors? On  the  one  hand,  you  should 
lower  your  expectations.  The  1990s 
are  not  going  to  bring  anything  like 
the  investment  results  of  the  1980s — 
not  for  Price's  funds,  and  not  for  the 
market,  either.  On  the  other,  the  sort 
of  investing  in  which  Price  is  experi- 
enced— namely,  workouts  of  troubled 
companies — ought  to  offer  a  wealth  of 
opportunities.  This  is  a  decade  in 
which  cash  is  king  and  Price  is  sitting 
on  a  lot  of  it.  The  funds'  35%  cash 
position,  $1.4  billion  all  told,  is  the 
biggest  ever.  Not  a  bad  way  to  go  into 
a  very  uncertain  year.  ■ 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Collateralized  Mortgage  Obligations  of- 
fer more  yield  than  do  Treasury's  while 
retaining  an  AAA  investment. 

MORTGAGE 
MANEUVERS 


By  Ben  Weberman 


Li  these  times  of  falling  interest 
rates,  the  fixed-income  investor's 
top  priority  is  to  lock  in  generous 
returns.  For  highest-bracket  inves- 
tors, very  high  quality  tax-free 
bonds  are  the  best  choice.  For  every- 
one, U.S.  Treasurys  are  the  ultimate 
haven.  But  if  you're  looking  for  a 
little  more  yield — and  almost  as 
much  safety — think  about  collater- 
alized mortgage  obligations,  or 
CMOS,  issued  by  various  agencies 
like  the  Federal  National  Mortgage 
Association  or  the  Federal  Home 
Loan  Mortgage  Corp. 

They  are  available  from  most 
bond  houses  for  a  minimum  invest- 
ment of  $1,000  to  $10,000,  carry 
AAA  ratings  and  pay  about  100  ba- 
sis points  more  than  a  similar  matu- 
rity Treasury. 

What's  a  cmo?  It's  a  mortgage- 
backed  bond  that  separates  the  cash 
flow^  of  mortgage  pools — both  prin- 
cipal and  interest  payments — into 
short-,  medium-  and  long-term  se- 
curities, called  tranches.  Each 
tranche  is  paid  a  fixed  rate  of  inter- 
est at  regular  intervals.  Current 
yields  range  from  8.25%  for  a  typi- 
cal 3-year  cmo  up  to  9.1%  for  a 
longer-term  10-year  bond. 

Precise  maturities  are  difficult  to 

Ben  Weberman  is  a  columnist  for  FoHUfy 
magazine. 


determine,  since  mortgage  principal 
repayments  can  depend  on  interest 
rate  trends.  Housing  turnover  tends 
to  accelerate  when  interest  rates 
fall,  and  the  investor  might  get  prin- 
cipal back  sooner  than  expected — 
and  have  to  reinvest  the  funds  at  the 
prevaihng  lower  rates. 

But  m  the  current  market  envi- 
ronment, the  additional  yield  you 
get  over  Treasurys  will  more  than 
offset  the  risk  of  getting  your  princi- 
pal back  early.  The  reason:  Prepay- 
ments won't  accelerate  that  much, 
since  the  resale  of  homes  is  slowing 
up  because  of  the  recession. 

For  investors,  the  best  purchase  is 
a  "clean,"  plain-vanilla  tranche,  one 
with  no  fancy,  esoteric  terms.  It  is 
among  the  least  volatile  kind  in  that 
the  average  life  comes  closest  to 
original  expectations.  And  it  has 
well-defined  access  to  interest  and 
principal  payments  on  the  underly- 
ing collateral. 

Because  every  mortgage  pool  and 
every  cmo  is  distinct,  investors 
should  learn  as  much  as  possible 
about  the  characteristics  of  the 
tranche  before  confirming  purchase. 
Ask  the  salesperson  if  the  cmo  is 
new  or  seasoned.  A  seasoned  issue 
will  have  a  prepayment  record,  al- 
though, as  always,  past  experience 
doesn't  necessarily  predict  future 
performance.  In  the  case  of  a  new 
issue,  assume  the  forecast  prepay- 
ment record  won't  necessarily  be 
what  you  are  told. 

Don't  let  a  salesperson  get  away 
with  telling  you  that  prepayment 
experience  isn't  available.  Major 
firms  follow  pools  on  their  own 
with  the  aid  of  monthly  tapes  put 
out  by  major  mortgage  agencies. 
Others  have  recourse  to  databases 
like  Bloomberg  Financial  Service, 


which  follows  every  pool  and 
tranche  and  makes  the  information 
public  on  its  own  video  screen  ser- 
vice, known  as  "The  Bloomberg." 

While  at  it,  have  the  account  ex- 
ecutive show  you  what  the  invest- 
ment returns  would  be  if  prepay- 
ments were  speeded  considerably 
and,  conversely,  if  they  were  slowed 
measurably.  Professional  investors 
make  such  assumptions  routinely 
before  deciding  to  place  an  order. 

Commissions  are  usually  2  to  3 
points  over  the  institutional  price. 
This  amounts  roughly  to  a  loss  of  30 
basis  points  in  yield  for  bonds  with 
longer  maturities,  somewhat  more 
for  shorter  maturities.  Shop  among 
two  or  three  brokers  for  the  best 
price,  and  compare  it  with  the 
spread  between  yields  on  institu- 
tional CMOS  and  Treasurys,  carried 
every  day  in  the  Wall  Street  Jouriial. 

La  Salle  National  Bank's  broker- 
dealer  services  division,  in  Hallen- 
dale,  Fla.,  which  specializes  in 
CMOS,  says  that  to  evaluate  a  cmo 
you  should  ask  for  the  projected 
yield,  the  projected  life,  the  rating — 
buy  only  AAAs — and  the  prepay- 
ment assumptions. 

Gary  Peters,  senior  vice  president 
at  La  Salle,  adds  that  potential  in- 
vestors should  inquire  about  the 
gross  mortgage  rate  of  the  collateral 
(the  higher  the  gross  coupon  of  the 
underlying  mortgages,  the  more 
likely  they  are  to  prepay  fast  in  a 
dropping-rate  environment);  the  es- 
timated final  maturity;  and  when 
the  principal  repayments  start  in 
earnest — the  "window  of  principal 
repayments,"  if  you  will.  The 
tighter  the  window,  the  more  cer- 
tain the  maturity. 

Investors  should  consider  Fannie 
Mae's  9%  Series  1990  I26-E.  Based 
on  the  current  repayment  forecast, 
an  estimated  average  life  is  12.4 
years.  They  currently  trade  at  par,  to 
yield  9.1%.  Freddie  Mac's  9%  Series 
1991-B  are  a  good  short-term  oppor- 
tunity. Their  estimated  average  life 
is  3.6  years.  They  currently  trade  at 
$101.50  to  yield  8.40%,  about  15 
basis  points  more  than  other  cmos 
of  that  maturity.  The  higher  yield  is 
the  result  of  a  longer-than-usual  8- 
year  repayment  window. 

CMOS  make  monthly  interest  and 
principal  payments.  Remember  that 
mortgage  interest  is  subject  to  state 
income  tax,  while  Treasury  interest 
is  not.  CMOS,  therefore,  may  be 
most  worthwhile  in  iras  or  for  in- 
vestors in  low-income-tax  states, 
not  for  those  in  high-tax  states.  ■ 
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Portfolio  Strategy 


MONEY  &  INVESTMENTS 


By  Kenneth  L.  Fisher 


While  the  media  pundits,  hang  out  the 
crepe,  the  1991  hull  market  has  already 
begun.  Dont  let  it  pass  you — buy. 

THE  YEAR  OF 
THE  SMALL  CAPS 


see  that  correctly,  note  the  astound- 
ing feature  that  the  ten  largest 
stocks  in  the  market-cap-weighted 
s&p  500  have  50%  more  impact  on 
the  index'  overall  movements  than 
do  the  300  smallest  stocks  (which 
make  up  60%  of  the  index) — all 
combined.  So,  even  when  the  small- 
er s&p  stocks  move  a  lot,  as  they 
have  recently,  the  s&p  500  index 
feels  it  almost  not  at  all. 

Historically,  small-cap  stocks  and 
big-cap  stocks  have  often  moved 
out  of  sync  with  each  other  for  cy- 
cles lasting  several  years,  one  group 
rising  while  the  other  marks  time. 

Four  such  sweeping  broad  cycles 
are  measurable.  Recently,  my  firm 
took  the  monthly  returns  of  the 
smallest  20%  of  stocks  on  the  New 
York  Stock  Exchange  and  plotted 
them  against  the  monthly  returns 
of  the  big-cap  s&p  Composite — go- 
ing back  to  1932 — (all  on  a  three- 
year  moving-average  basis  to  elimi- 
nate statistical  noise). 

Doing  so  lets  you  see  on  both  an 
absolute  and  a  relative  basis  when 
big  caps  have  bested  small  caps,  and 
vice  versa.  The  conclusion  is:  Both 
big  and  small  have  had  periods  of  4 
to  12  years  when  they  have  done 
best,  followed  by  the  reverse. 

We  are  now  coming  off  a  13-year 
period — the  longest  ever — when 
every  single  year  big  caps  have  bet- 
tered their  position  over  small  caps 
compared  with  the  year  before. 
Small  caps'  day  is  overdue  and  now. 

It's  kind  of  commonsensical. 
When  big  caps  are  doing  real  well, 
folks  don't  need  to  scratch  around 
among  smaller  caps  to  find  good 
returns,  so  they  don't,  and  small 
caps  aren't  bought.  But  when  big 
caps  start  to  not  perform,  perhaps 
with  a  little  time  lag,  investors  start 


If  you  didn't  buy  secondary  stocks 
in  the  fourth  quarter,  when  the  new 
bull  market  started,  don't  be  too 
disconcerted.  Although  you  have 
missed  a  nice  move,  it's  still  not 
too  late.  This  bull  will  be  big  and 
long.  There  will  be  steep  counter- 
trend  pullbacks,  as  in  every  bull 
market,  and  they  will  offer  further 
buying  opportunities. 

The  media  and  a  lot  of  the  players 
have  missed  the  start  of  this  bull 
market  because  it  has  been  concen- 
trated in  the  smaller  second-tier 
stocks,  bypassing  the  big  blue  chips 
that  led  during  the  1980s.  Sort  of 
like  the  mid-1970s,  when  big-cap 
stocks  staggered  sideways  and 
smaller-cap  stocks  exploded. 

Why  do  I  say  the  bull  market  has 
started?  Because  from  their  lows 
around  Oct.  19,  1990  smaller-cap 
stocks  are  already  up  over  20%. 
This  while  the  Dow  Jones  indus- 
trials and  S&.P  500  have  scarcely 
moved.  It  is  the  first  time  in  several 
years  that  small-cap  stocks  have 
done  better  than  big-cap  stocks  for 
even  as  long  as  a  few  weeks. 

Ironically,  the  big-cap-oriented 
Dow  and  s&p  500  aren't  capable  of 
measuring  small-cap-led  rallies.  To 

Kenneth  L  Fisher  is  a  Woodside,  Calif-based 
money  manaf^er  He  has  uritien  two  hooks 
The  Wall  Street  Waltz  and  Super  Stocks. 


looking  for  other  ways  to  turn  a 
buck,  which  leads  them  to  smaller 
stocks,  which  they  bid  up. 

In  the  1980s  big-cap  stocks  had 
just  about  their  best  decade  ever,  so 
if  history  repeats,  the  1990s  will  be 
much  tougher  for  them,  which  is 
quite  good  for  small  caps. 

Most  folks  wrongly  suppose  that 
small  caps  can't  do  well  unless  big 
caps  do,  and  that  recessions  and  oth- 
er tough  times  are  too  tough  for 
small  caps  to  buck.  It  just  isn't  so. 
Recall  the  decade  from  the  1972 
peak  to  the  1982  trough.  We  had  the 
two  largest  recessions  since  World 
War  II,  another  small  one,  two 
major  oil  shocks,  double-digit  stag- 
flation, Spiro  Agnew's  demise,  and 
Watergate.  Yet  over  that  period, 
small  caps  returned  more  than  15% 
on  average  annually,  much  of  it  in 
the  first  half  of  the  decade,  when  the 
economic  and  political  sledding  was 
toughest.  Adverse  times  are  when 
small  becomes  beautiful. 

Recession?  Yes,  we  are  in  one.  But 
it  is  clearly  the  most  ballyhooed 
recession  I  have  seen  or  studied.  Re- 
cessions are  buying  opportunities. 
The  stock  market  always  bottoms 
long  before  the  economy  does. 

Could  this  recession  turn  into  a 
Recession  or  even  a  depression?  If 
we  were  to  have  a  depression,  or 
anything  close  to  it,  you  wouldn't 
see  so  much  talk  of  it  in  the  media 
now.  In  1929  and  1930  the  vast  bulk 
of  the  press  wasn't  bearish.  It  was 
bullish.  Ditto  for  all  other  major 
busts.  When  your  local  paper  and 
the  general-interest  magazines  car- 
ry so  much  gloom  and  doom,  the 
worst  is  almost  over.  Real  economic 
busts  don't  reveal  themselves  in  ad- 
vance to  TV  pundits  and  headline 
writers.  Bull  markets  have  always 
"climbed  a  wall  of  worry." 

This  year  will  probably  see  pull- 
backs.  Buy  into  them.  You  need  not 
buy  the  smallest  stocks,  but  don't 
buy  the  biggest.  And  don't  confuse 
small  cap  with  small-sounding  but 
big-cap,  high-tech  stocks  having 
fancy  prices,  as  so  many  folks  do. 
Buy  good,  solid  small-cap  firms,  but 
ones  that  are  cheap.  Last  month  I 
gave  you  18  great  stocks.  The 
month  before  I  gave  you  10,  and  the 
month  before  that  another  10.  They 
are  all  still  good  buys. 

Here  are  10  more:  Ball  Corp.  (27), 
Federal-Mogul  (14),  Handleman  (13), 
Lanck'  End  (14),  Outboard  Marine 
(13),  Parker-Ikuinifin  (24),  Pope&  Tal- 
bot (14),  rremark  (18),  Ross  Stores  (7, 
o-t-c),  Tektronix  (18).  Bon  appetit.  ■ 
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Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


By  Hark  Hnlbert 


In  and  out  trading  is  a  sucker's  game.  An 
investor  who  turns  his  portfolio  ten  tbnes 
a  year  needs  a  20%  gain  just  to  stay  even. 

WHY  THE  BROKERS 
OWN  YACHTS 


elude  these  trading  costs  in  their 
calculations.  I  do.  The  hhd  docks  a 
hypothetical  portfolio  2%  round- 
trip  (that  is,  for  selling  a  stock  and 
reinvesting  the  proceeds  in  other 
stocks).  And  the  hid  executes  all 
trades  at  the  prices  prevailing  when 
the  typical  subscriber  receives  the 
advice  in  the  mail  or  over  a  hotline. 

A  good  illustration  of  how  much 
frictional  loss  investors  suffer  is 
provided  by  Mark  Leibovit's  Volume 
Reversal  Sitrre):  This  letter's  model 
portfolio  is  hyperactive:  Its  portfolio 
turnover  rate  for  the  single  month 
of  August  was  over  300% .  Ignoring 
commissions,  Leibovit  calculates 
his  gain  from  the  beginning  of  1987 
through  August  1990  as  a  com- 
pound annual  16%.  iiin,  in  contrast, 
figures  a  21%  annual  loss. 

A  similar  lesson  emerges  from 
portfolios  that  actively  trade  com- 
modity futures  contracts,  even 
though  discount  commissions  are 
smaller  for  commodities  than  for 
stocks.  Consider  the  commission- 
free  performance  calculated  by  the 
futures  llotline/Butul  Fund  Timer  for 
its  model  portfolio  of  commodity 
futures  contracts.  For  the  first  three 
quarters  of  1990,  this  service  reports 
a  loss  of  55%.  Taking  commissions 
into  account,  the  iiin  reports  a  loss 
of  65% — almost  identical  to  the 
66%  loss  reported  by  a  Forbes  read- 
er who  wrote  to  describe  his  experi- 
ences following  this  service. 

But  commissions  are  not  the  only 
drag  on  advisers'  perpetual  motion 
portfolios.  A  more  subtle  factor  is 
that  subscribers  almost  invariably 
receive  less  favorable  executions 
than  the  adviser  assumes  in  evalu- 
ating his  own  record.  How  much 
larger  is  this  factor? 

A  dramatic  illustration  is  provid- 


The  hyperactive  trading  portfolios 
of  some  investment  letters  remind 
me  of  the  perpetual  motion  ma- 
chines of  crackpot  inventors.  They 
look  great  on  paper,  but  they  don't 
work.  Both  are  predicated  on  the 
myth  of  frictionless  motion — and 
both  are  hopelessly  unrealistic. 

On  Wall  Street,  friction  takes  the 
form  of  trading  costs.  One  cost,  of 
course,  is  the  commission  on  a 
trade.  But  there's  another,  less  visi- 
ble factor  that  influences  results. 
The  adviser  recommends  a  stock  at 
24,  but  when  you  go  to  buy  it,  you 
have  to  pay  24 '/z  or  even  25.  This  is 
because  a  marketmaker  has  tacked 
on  a  spread  and/or  because  other 
investors  following  the  same  rec- 
ommendation are  competing  for  a 
limited  number  of  shares. 

There  is  good  evidence  of  just 
how  unrealistic  it  is  to  evaluate  a 
paper  portfolio  without  allowing  for 
transaction  costs.  Simply  compare 
the  performance  results  claimed  by 
various  letters  with  the  perfor- 
mances as  calculated  by  the  Hulhert 
Financial  Digest.  The  numbers  are 
sometimes  wildly  divergent. 

Most  letter  publishers  do  not  in- 

Mark  Hulhert  is  editor  of  the  Alexandria, 
Va.-based  Hulbert  Financial  Digest.  His 
newest  hook  is  The  Hulben  Guide  to  Finan- 
cial Newsletters  (Prohus  Publishing). 


ed  by  Louis  Navellier's  mi't  Rct'icw. 
Over  the  33  months  through  I990's 
third  quarter,  Navcllier  reports  that 
his  $200,000  Cotisenatii'e  portfolio 
gained  an  amount  that  equates  to  a 
compound  annual  40%,  far  outpac- 
ing the  Wilshire  5000's  total  return 
of  10%.  Significantly,  however, 
Navellier's  calculations  do  not  take 
commissions  into  account,  and 
they  assume  that  each  month's 
transactions  take  place  at  the  end  of 
the  month — as  opposed  to  a  week  or 
so  later,  when  subscribers  receive 
their  issues  of  his  advisory  letter  in 
the  mail  and  are  actively  competing 
with  one  another  for  the  shares 
Navellier  recommends. 

So  let's  look  at  Navellier's  results 
after  adjusting  for  transaction  costs 
and  allowing  for  real-world  execu- 
tion of  orders.  Taking  both  commis- 
sions and  more  realistic  prices  into 
account,  the  hfd  reports  a  27% 
compound  annual  return  over  the 
same  d>3>  months — very  similar  to 
the  25%  gain  that  a  Forbes  reader 
wrote  to  say  he  had  achieved  over 
this  period  by  following  Navellier's 
advice.  In  short,  the  real-world 
performance,  while  still  impressive, 
is  only  about  two-thirds  as  good  as 
the  frictionless  paper  gain  that 
Navellier  reports. 

Commissions  and  poor  execu- 
tions aren't  the  only  obstacles  to 
profitably  translating  an  adviser's 
recommendations  into  practice, 
however.  Another  occurs  when  an 
adviser  recommends  a  security  with 
low  trading  volume,  making  it  diffi- 
cult or  impossible  for  lots  of  sub- 
scribers to  act  on  the  recommenda- 
tion. This  problem  arose  in  October 
1987,  for  example,  when  Martin 
Zweig  recommended  that  subscrib- 
ers to  his  Ziveig  Forecast  purchase  an 
out-of-the-money  index  put  option. 
It  turned  out  to  be  a  very  profitable 
trade,  but  the  closed-end  fund 
Zweig  had  set  up  to  follow  his  in- 
vestment strategy  (the  Zweig  Fund, 
traded  on  the  New  York  Stock  Ex- 
change) did  not  purchase  the  put, 
since  the  fund  was  so  large  that  it 
would  have  overwhelmed  the  mar- 
ket for  this  particular  option. 

The  investment  moral  of  these 
case  studies?  It's  that  trading  is 
costly.  It  is  so  costly  that  the  aver- 
age investor  is  almost  guaranteed  to 
lag  the  market  unless  he  or  she  fol- 
lows a  long-term  investment  strate- 
gy. The  other  moral  is  simply  this: 
Take  with  a  whole  spoonful  of  salt 
any  letter's  claim  to  earth-shatter- 
ing results  for  its  followers.  ■ 
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Market  Trends 


MONEY  &  INVESTMENTS 


By  Frederick  E.  Rouse  Jr. 


What  makes  us  hears  tick?  Do  we  truly 
just  enjoy  seeing  people  miserable? 

WHY  BEARS 
DRIVE  VOLVOS 


Beyond  that,  Financial  Bears  come 
in  four  general  subspecies. 

The  Intrinsic  Value  Bear  believes 
stocks  should  sell  for  what  they  are 
truly  worth.  These  bears  find  it 
bothersome  when  stocks  sell  for 
excessive  multiples  of  book  value, 
earnings  and  sales.  Short-selling  is 
an  outlet  for  their  frustrations.  In- 
trinsic Value  Bears  have  done  well 
lately  but  will  be  crushed  in  a  seri- 
ous bull  market,  when  extreme  val- 
uations become  even  more  extreme. 

Debt  Bears  see  things  more  nar- 
rowly. They  believe  that  the  extrav- 
agant use  of  debt  is  wrong.  While 
cash  flows  may  fluctuate,  debt  is 
eternal.  It  does  not  go  away.  These 
bears  have  also  enjoyed  a  great  suc- 
cess lately,  as  many  of  the  monu- 
ments to  financial  leverage  built  in 
the  last  decade  have  collapsed. 

Then  there's  a  third  subspecies. 
"I'd  like  to  work  for  the  Securities 
&.  Exchange  Commission  but  they 
can't  afford  me"  Bears  delight  in 
exposing  frauds  and  hype  artists.  As 
the  current  bear  market  has  dragged 
on,  frauds  and  hypes  have  become 
harder  to  find.  These  bears  will  re- 
main in  hibernation  until  the  next 
bull  market. 

Closely  related  to  the  above  sub- 
species is  the  Chip  on  the  Shoulder 
Bear.  He  or  she  thinks:  "Cocky,  ar- 
rogant, rich-for-the-moment  jerks 
deserve  a  taste  of  humility."  Donald 
Trump  was  an  easy  target.  These 
bears  have  had  plenty  of  opportuni- 
ty to  gloat  as  the  financial  heroes  of 
the  1980s  have  mostly  toppled. 

Whatever  their  specialty,  bears 
generally  don't  make  as  much  mon- 
ey as  bulls.  One  of  Wall  Street's  ■ 
oldest  adages  is  "You  don't  find 
bears  living  in  Fifth  Avenue  man- 
sions." The  world,  after  all,  belongs 


An  agitated  representative  of  the 
Kill  the  Messenger  school  of  dealing 
with  unpleasant  news  writes: 

"Dear  Mr.  Rowe:  An  old  boy  gave 
me  a  copy  of  what  you  wrote.  I  don't 
understand  you  people.  First,  you 
ruined  the  real  estate  business. 
Now  you  are  trying  to  ruin  the 
stock  market.  Do  you  want  every- 
body to  be  miserable?  What  do  you 
want?  What  do  those  other  negative 
folks  want?"  Signed,  "Sick  of  your 
kind.  Piano,  Texas." 

How  to  respond  to  a  letter  like 
this?  One's  first  reaction  is  to  laugh; 
then  to  lift  the  dialog  to  a  more 
ethereal  plane — happy,  healthy, 
self-reliant  children,  world  peace,  a 
strong  America.  Finally,  there  is  a 
moment  of  introspection — incon- 
clusive— and  a  resolve  to  pursue  the 
subject.  So,  here  goes: 

Mr.  Sick  Of  Your  Kind  is  really 
complaining  about  the  Financial 
Bear,  an  animal  of  which  there  are 
several  species,  all  similar  in  some 
respects,  quite  different  in  others. 

Central  to  the  Financial  Bear  is 
the  notion  that  somewhere  out 
there  is  Financial  Truth  and  that 
when  people  learn  the  Financial 
Truth,  they  will  be  better  for  it. 

Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
pari  tier  of  Dallas'  Greenbrier  Partners,  a 
hedge  fund. 


to  optimists.  Bears  are  more  likely 
to  drive  Volvos  and  own  cats  than  to 
drive  Mercedes  and  own  golden  re- 
trievers. Their  brows  are  generally 
furrowed.  They  are  tense,  and  they 
tend  to  have  trouble  with  easy  lay- 
ups,  short  putts  and  simple  volleys 
to  the  open  court.  Truth  is  elusive. 

For  successful  bulls,  "Truth  is 
virtue"  has  little  relevance.  Bulls 
generally  accept  the  world  as  it  is, 
not  as  they  think  it  ought  to  be.  A 
couple  of  examples: 

Truth  Is  a  Lie  Bulls — George 
Soros,  according  to  many  people,  is 
"the  world's  most  successful  mon- 
ey manager."  I  don't  know  if  that 
can  be  proven,  but  Soros  was  kind 
enough  to  share  his  philosophies 
with  us  in  his  book  The  Alchemy  of 
h'inaiice.  In  it  he  says  economic  his- 
tory is  a  never-ending  series  of  epi- 
sodes based  on  falsehoods.  Lies,  not 
truths,  represent  the  path  to  big 
money.  The  object  is  to  recognize 
the  trend  whose  premise  is  false, 
ride  that  trend  and  step  off  before  it 
is  discredited. 

Finance  Is  Only  a  Game  Bulls 
know  that  investing  is  something 
not  to  be  taken  seriously.  The  better 
players  have  a  knack  for  recognizing 
new  games  very  early  or  even  in- 
venting new  games.  Finance  Is  Only 
a  Game  Bulls  have  more  fun.  They 
are  relaxed.  They  radiate  confi- 
dence. They  will  make  that  slip- 
pery, downhill  6-footer  to  beat 
you — and  then  laugh. 

And  what  am  I?  Almost  sadly  I 
find  myself  in  the  Debt  Bear  camp. 
As  a  business  proposition,  lending 
money  has  lost  its  allure  for  the 
foreseeable  future.  The  expansion  of 
credit  fueled  the  economic  expan- 
sion of  the  last  eight  years,  and  the 
converse,  I  believe,  will  also  be  true. 
Everybody  knows  that  the  s&ls  and 
banks  made  a  lot  of  bad  loans.  They 
are  quickly  realizing  that  many  in- 
surance companies  are  in  the  same 
boat.  During  the  last  decade  dozens 
of  companies  lured  by  fat  interest 
margins  and  fees  also  plunged  head- 
long into  the  business  of  making 
risky  loans  through  their  finance 
subsidiaries.  The  chances  are  that 
these  companies  will  face  many  of 
the  same  problems  experienced  by 
more  traditional  lenders. 

As  a  Debt  Bear,  I  would  include 
on  my  list  of  vulnerable  companies: 
General  Electric  (56);  /7t(48);  Westing- 
house  (27);  McDonnell  Douglas  (43); 
and  Household  International  (31).  I 
would  avoid  these  sorts  of  stocks 
until  the  dust  settles.  ■ 
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MONEY  &  INVESTMENTS 


By  Ashby  Bladen 


The  recent  bond  rally  gave  a  false  signal: 
New  peaks,  not  new  lows,  of  bond  yields 
lie  ahead.  So  avoid  long-term  bonds. 

1991:  1931  WITH 
A  DIFFERENCE 


would  encourage  the  rest  of  us  to 
borrow  and  spend.  In  1961  the  New 
Economists  of  the  Kennedy  Admin- 
istration junked  the  common  sense 
fear  of  excessive  debt,  which  is  based 
on  IVi  millennia  of  practical  experi- 
ence. In  its  place  they  made  the  new 
Keynesian  wisdom  the  foundation 
of  our  national  government's  eco- 
nomic and  financial  policies. 

The  deficit-reduction  farce  of 
1990  made  it  perfectly  clear  that  the 
American  people  have  learned  the 
Keynesian  lesson  only  too  well.  We 
will  neither  give  up  any  of  the  fa- 
vors the  government  does  for  us  nor 
pay  more  taxes  to  finance  them.  So 
the  federal  government  will  go  on 
borrowing  and  spending  as  long  as 
Its  creditworthiness  lasts — which 
won't  be  much  longer. 

Second,  in  1931  the  U.S.  was  the 
world's  largest  net  creditor  nation, 
and  its  international  creditworthi- 
ness unquestionable.  By  way  of  con- 
trast, 30  years  of  extravagance  have 
now  turned  our  country  into  the 
world's  largest  net  debtor  nation. 

We  consume  more  than  we  pro- 
duce, and  finance  the  difference  by 
borrowing  $100  billion  or  so  a  year 
from  foreigners.  Our  national  pros- 
perity depends  upon  those  borrow- 
ings, and  as  long  as  the  inflow  was 
pushing  the  dollar  up,  foreigners 
were  happy  to  accommodate  us.  But 
now  our  declining  national  cre- 
ditworthiness is  pushing  it  down, 
and  the  flow  is  going  into  reverse. 
From  now  on  we,  like  any  other 
necessitous  debtor,  will  have  to  pay 
whatever  rate  our  creditors  demand. 

Our  domestic  economy  is  slump- 
ing mainly  because  American  lend- 
ers realize  that  a  lot  of  loans  aren't 
going  to  be  repaid  and  they  are  shy- 
ing away  from  making  more  bad 


Some  of  the  pundits  are  telling  us 
that  the  debt-propelled  slump  now 
under  way  means  falling  bond 
yields  and  a  great  buying  opportuni- 
ty for  buying  long-term  bonds.  This 
illusion  will  be  the  great  fortune- 
destroyer  of  1991.  Ahead  lie  not 
lower  long-term  interest  rates  but 
much  higher  ones. 

The  mid-  and  late  1980s  were  our 
generation's  rerun  of  the  late  1920s, 
and  1990  was  our  equivalent  of 
1930.  Many  things  were  obviously 
going  wr6ng,  but — as  in  1930 — it 
was  still  possible  to  argue  that  it 
was  not  a  systematic  process.  But 
now  in  1991  it  should  be  clear  that 
30  years  of  government  policies  that 
encouraged  us  to  borrow  and  spend 
excessively  have  finally  created  the 
conditions  for  another  depression. 

The  last  depression  created  low 
long-term  interest  rates.  This  one 
will  be  different.  Two  important 
things  have  changed  since  1931. 
First,  the  Keynesian  economists  per- 
petrated the  myth  that  the  funda- 
mental cause  of  the  Great  Depres- 
sion was  not  excessive  debt  but  defi- 
cient demand,  which  should  be 
corrected  by  government  borrowing 
and  spending,  and  by  policies  that 

Ashhy  Bladen  is  a  financial  consultant  and 
author  of  How  to  Cope  with  the  Develdp- 
ing  Financial  Crisis. 


loans.  At  the  same  time  many  bor- 
rowers are  waking  up  to  the  fact  that 
they  are  overextended  and  in  danger 
of  losing  their  cars,  businesses  or 
homes.  The  economists'  solution  is 
to  load  the  risk  onto  the  federal  gov- 
ernment, and  in  such  areas  as  veter- 
ans' mortgages,  student  loans  and 
bank  and  thrift  deposits,  our  politi- 
cians did  that  long  ago. 

Economists  believe  that  the  gov- 
ernment's credit  is  unquestionable 
because  it  can  tax  away  the  incomes 
and  assets  of  all  the  rest  of  us.  It  has 
not  occurred  to  them  that  the  credit 
of  the  American  people  as  a  whole 
can  become  questionable.  But  that 
is  exactly  what  is  happening  now. 

The  economists  also  told  us  that 
any  kind  of  economic  or  financial 
trouble  is  a  signal  to  buy  long  bonds, 
because  the  Fed  will  surely  push 
interest  rates  down  to  fix  the  trou- 
ble. But  from  now  on  the  hair-of- 
the-dog  approach  to  fighting  the 
debt-propelled  depression  with  even 
more  borrowing  and  spending  will 
prove  counterproductive  by  weak- 
ening the  creditworthiness  of  the 
American  people  that  much  faster. 
In  December  there  was  a  knee-jerk 
rally  in  the  bond  market,  but  we  are 
clearly  heading  for  a  new  peak,  not  a 
new  low,  in  bond  yields. 

If  I  thought  that  President  Bush 
understood  financial  economics 
well  enough  to  be  that  Machiavel- 
lian, I  would  suspect  that  he  is  hop- 
ing for  a  war  in  the  Persian  Gulf  to 
stall  off  the  developing  depression. 
As  I  write  this  column,  there  is  no 
way  of  telling  whether  the  Gulf  cri- 
sis will  lead  to  war.  But  it  is  clear 
that  the  American  people's  attitude 
toward  a  war  to  make  the  world  safe 
for  driving  will  be  more  like  their 
attitude  toward  the  Vietnam  War 
than  toward  World  War  II.  And  30 
years  of  borrowing  and  spending 
have  left  our  country  in  no  financial 
condition  to  fight  another  war. 

Once  the  politicians  had  swal- 
lowed the  Keynesian  myth  that 
with  the  government's  help  we  can 
borrow  and  spend  ourselves  rich, 
they  were  bound  to  overdo  it  and 
produce  the  conditions  for  another 
depression.  Most  of  the  remedies 
they  are  likely  to  try  will  make 
things  worse  rather  than  better.  But 
if  the  politicians  are  now  virtually 
powerless  to  avert  a  depression, 
there  is  still  time  for  individuals  to 
protect  themselves.  Get  out  of  debt 
and  keep  your  liquid  assets  in  feder- 
ally insured  deposits  in  a  sound 
bank,  or  U.S.  Treasury  bills.  ■ 
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FRANCHISING 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
slocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9) — including  some 
very  famous  names 
— which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath  " 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($39  value)  as 
a  BONUS  with  your  trial  to  TheZweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winnmg  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


»^  IN  PROFITS  for  the  whole  decade 
through  6/90  among  all  advisory 
services  tracked  by 
Hulbert.  (Past  results  i^^Kiviiii 
do  not  guarantee  [fi^fttisi 
future  results.)  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial 
Time  is  crucial.  EXTRA  BONUS 

Three-Month  Trial  $50. 
One  Year  $245.  Visa/MC. 
1-800-633-2252  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY  11710 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscnption  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guaremtee. 

SCall  Toil-Free 
1-800-633-2252 

Ihxt    :686-Depl-  9I6-J2I) 

American  Express,  MasterCard  or 

Visa.  7  days  week.  24  hrs.  a  day. 


INVEST  IN 
MONOPOLIES 


Uncommon 
Performance 


Fidelity  Switch  System 


53% 

TeloFund's 

Fldehty  5 

year  average 

annual 

return 


$283,692 

Fidelity 
Returns 

8/15/80- 
8/15/90 


$10,000, 


TeloFund  is  a  weekly  Hotline 
System.  Start-up  brochure  and 
Reports.  Special  trial  rate:  3  mos: 
39$.  Prorated  money-back.  Send 
heck/money  order  to: 


TeloFund 

Suite  1280.  Dept-FB 

1355  Pearhlree  Street.  N.E. 

Atlanta.  Geor|fia  30309 


I  Free  Report:  800-828-22191 


re 
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Or  near  monop- 
olies. Compan- 
ies that  have         _ 
zeroor  very  lit-   i'^.^ 
tie  competition;  (> 
are  able  to 
grow  even  during  reces- 
sion; expand  very  fast 
and  are  not  well  known 
yet  on  Wall  Street. 

TO  receive  reports  on 
the  companies  Andrew 
Lanyi  believes  may  be- 
come tomorrows  tjlue 
chips,  call  Les  or  Bill  toll- 
free  1-800-LANY1-0I;  in 
New  York  C.ity  call  212- 
940-0272. 

The  Lsinyi  Division  of 
Ladonbur}?  Thalmann  &  (;o. 

.S4()  Miidisoii  ,\\<'iuic 
New^ork,  NV  l(»()2J 


The  Real  Dick  Davis 

Learn  HOW  TO  INVEST 
at  home 

22  years  seminar  experience  now 
on  video 

Includes:  Demographics:  A  pow- 
erful 1990s  investment  approach, 
numbers  to  remember  .  .  .  deci- 
sions to  make,  4  keys  tor  invest- 
ment safety  and  tax  shelters 
Send  $20.00  total  to: 
DICK  DAVI.S,  Senior  VP,  Brilson 
Investments,  Inc.,  1940A  Ticc 
Valley  Blvd.,  Walnut  Creek,  CA 
9459.'S 
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PROTECT  YOUR  ASSETS 

with  2ncl  to  die  survivorship  insurance  Use  to 
pay  estate  taxes  at  approx  2%  on  the  dollar 
No  health  or  age  restnctions  Call  lor  tree  report 

R  A  Elsenberg  Associates 

15  Cypress  St  •  Ste  207  •  Newton,  MA  0?159 

1-800-777-5765 
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Franchise 

your  business! 


A  Seminar  for  business  owners  and  C.E.O.s 

More  and  more  businesses,  large  and 
small,  are  expanding  through  fran- 
chising. If  your  successful  business 
system  can  be  taught  to  others,  you 
should  consider  the  franchise  alter- 
native. Attend  this  all-day  seminar 
conducted  by  the  only  management 
consulting  firm  that  has  helped  500 
businesses  become  franchisors 
Seminar  Locations  

Atlanta           Feb    19        Chicago  Mar  21  Miami  Feb  18 

Boston          Feb  22        Dallas  Mar  20  New  York  Feb  21 

Charlotte      Feb  20        Houston  Mar  19  San  Francisco  Jan  23 

Los  Angeles  Jan  24 

Can't  attend?  Call  or  wnte  for  information  on  franchising  your  business 


Topics  include 

Franchise  criteria    •  Earnings  potential 
Marketing  methods  •  Growth  potential 
Legal  requirements  •  Development  costs 

Tuition  $145 
Group  rates  available 
Call  for  reservations 


-800-877-1103 

Ffoncofp 


New  York    237  Park  Avenue  ■  New  York,  NY  10017  •  (212)  922-3600 
Chicago:  20200  Governors  Drive  •  Olympia  Fields,    IL  60461  •  (708)  481-2900 
Los  AngeleB    6033  W  Century  Blvd  •  Los  Angeles,  CA  90045  •  (213)338-0600 
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FRANCHISE  YOUR 
BUSINESS  S2, 900 


IN  30  DAYS 

1  Year  Free  Consultation 

Top  Franchise  Pros. 


^1^ 


J  FRANCHISES 


THAT 
-<SELL 
609-662-6446 


CAPITAL  AVAILABLE 


CAPITAL  AVAILABLE 


For  viable  expansion  projects  ar)d  excit- 
ing start-ups  $250,000.  USD.  and  up 
Brokers  Welcome  ——^k 

BARCLAY  CONSULTANTS  ^^ 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  FYeciouj 
Gemstones.  Free  wholesale  catalog  sine 
1^7!  Member:  Jewelers  Board  of  Trade 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  l-800-«26-«352 


EDUCATIONAL  SERVICES 


(407)  788-B2G7 


VKNTlRKt  APITAI, 

F.quilv.  debl.  joiiU  venlure  lor  C"orpoi.ile 
slarl-up  or  c\panslon.  Real  LsUile. 
Venlure  lundinj;  No  Front  Foes  Brokers 
protected  Send  tiusiness  plan  to:  Jim 
Madden,  World  Venlure  Parlners,  [.Id  . 
X7(l.l  Vales  thrive.  #2110.  Wesiiiiinsler. 
Colorado  XIKI.MI  (303)  428-181)0  Ka\ 
1303) 42X- 1924. 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  OOCTORATE 

for  Wort  Lite  and  AMtJemic 

fiperienct  No  CUssfOom 

AnendanM  Requirei] 

1  •  800-423-3244 

Of  send  detailed  resume 
lof  free  [valualion 
Paciric  Western  University 

)65CandlSI    #2300   Di-pl   185 
NewOrleairs    LA  70U0 


BUSINESS  SERVICES 


FREE  COLLEGE  TAPE 


•  EXTERNAL  DEGREES  • 

Bus<ness  4  PuOUc  AOmimstfation 

Cnmmai  Jusiice  Mgt ,  Theology.  LAW 
Financial  aid  avaiiiibit 

TOLL  FREE  24  hr«.  (800)  759-0005 

1>  SALLE  UNIVERSITY 

Mandeville,  LA  704  70  4000 


boei: 


The  easlati  way  !o 
PLACE  YOUR  ADS 

in  any  major  newspaper,  trade 

publication  or  magazine 

CALL  1  800-522-4- ADS 

(t-aOO-522-4237) 


\; 


CLASSIFIED  AD  BUREAU 


^. 


24  hour  fai   212  764-2934 

We  accept    |    0_"| 

cut  out  and  fetam 


FOR  INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 

FORBES  MARKET/ 

CLASSIFIED 

GOFillhAve,  NY,  NYlOOll 
(212)  62Q.244Q 


premium  even  to  its  current  price. 
There's  no  doubt  the  company  would 
appeal  to  a  large  buyer.  In  this  labor- 
intensive  business,  Chairman  Melvin 
Gordon,  70,  and  his  wife.  President 
Ellen  Gordon,  59,  have  been  investing 
about  $3  million  a  year  to  cut  costs.  In 
the  processing  kitchens,  for  example, 
Mel  Gordon  points  to  conveyor  belts 
that  ferry  hot  Tootsie  Roll  paste  to 
cut-and-wrap  machines.  "Two  years 
ago  this  job  was  done  by  25  people 
pushing  carts,"  he  says  proudly.  And 
while  Tootsie  has  only  2%  of  the 
overall  $8  billion  wholesale  candy 
market,  in  taffies  and  lollypops  the 
company  has  more  than  a  50%  share. 
But  anyone  hoping  for  a  buyout 
should  consider  this:  The  company 
has  been  in  Ellen  Gordon's  family  for 


me  LIFE  of  the  party!  ^^P 


HIGHP 


And  TOOISIt  soil.  IM. 

whcicfu  ysun;  Ameiko  goriiML 
LIFE  1950 


)ST  POPULAR  CANDY  ROLl  FOR  GENERATIONS 
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demo^ordon  in  a  1950  ad 


230  n 

miiin60  years.  Today  the  Gordons 

Programs  de'pheW  own  about  52%  of  the 

9"°|<5^Porth  $192  million,  but  con- 

Atabreakth  ^^  ^hc  voting  power  through 

prohiL  B  stock,  issued  in  1987.  The 

STRAIGHTi  ^  11 

for  details  (818)  sw ant  to  pass  coutrol  to  their 
^'i.ters  and  grandchildren,  and 
tears  been  adding  stock  to 
i?»uying  insurance  to  cut  the 
'eir  demise. 


gyQP  g^potsie's  future  control- 
"rs?  Virginia  Gordon, 
"eer.    Karen    Gordon 
naging  director  of 
^''1  E.S.    Jacobs,    and 
«>,  is  a  consultant 
^^°^:onsulting  Group. 
sa  Gordon,  21,  is  a 
*ate.  Whether  any 
y  run  the  compa- 
'^'^'n.  But  unless  they 
^^lisition  of  Tootsie 
r^^o  current  mark&t 


6  WEEKS 

DRIONIC'   —     the 

heavy  sweater's 
answer  to  costly,  em- 
barrassing sweat. 
Electronic  treatment 
gives  6  weeks  dry- 
ness. Reusable,  eco- 
nomical &  depend- 
able. Safe  &  effective 
say  10  medical  books. 
Try  doctor  recom- 
mended Drionic  for 
unequaled  sweat 
control.  To  order, 
specify  underarms, 
hands     or    feet     & 

send  $125.  ea.  pair,  ^^^tainly  out  of  the 
CA  res.  +  6  v,  %  tax.  . 

45  DAY  MONEY  BACK  GUA       PP^" 
GENERAL  MEDICAL  CO.  Depl.  FO""^^ 

1935  Armacosl  Ave  .  Los  Angeles,  CA 
Phone  orders  -  MC/Visa-800  HEAL 


This  is  the  way  you  always 
imaginedllie  South  Pacific 


Read  what 

Andrew  Harper's  w§!>  ,,„„^,^^ 

exclusive  guioe  to  unspoiled  places    HK^^SBVi^€^JR€!fXJ(rt 

says  about  Malcolm  Forbes'  '" 

exotic  Fiji  Island  paradise. 


It's  the  vacation 
of  a  lifetime  for 
$2,400  a  week! 


^^I^^aken  as  a  whole,  Fiji  is 
'      ■      'perhaps  the  most  idyllic  and 
^  ^  I        hospitable  archipelago  in  the 
^  ■  B        South  Seas,  its  essence 

^^^     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fiji  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucaia  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 
and  wild  birds — 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
fiill-blown  social  resort,  but  rather 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  eryoyed  at  the  atmospheric 
Plantation  Hou.se  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells — 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific  .. .  ■■ 
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Send  me  a  tree  color  brochure. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


MMJhe  land  we're  offering  is  far 
I  from  the  crowds  and  rat  race  of 
Mt  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  huntmg, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm  . 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303   1WD7 
Ft.  Garland,  CO  81133. 
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Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
judged  the  merits  or  value,  if  any.  of  this  properly  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  Stateor  that  the  Secretary  of  State  has  in  any  way  passed 
upon  the  mehts  of  such  offering   A  copy  ol  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches.  NYA86  1 53.  A  .latemenl  of  Record  tiled  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
Offering  Slatement  and  read  it  before  signing  anything,  NJA  #60686004  CO.  Florida  AD  20537 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Seventy  years  ago  in  Forbes 

(From  the  issue  ofjcuiiian'  22,  1921 ) 
"After  attending  all  sorts  of  probes, 
both  in  Washington  and  New  York, 
into  the  New  Haven's  collapse,  the 
only  conclusion  one  could  draw  was 
that  there  were  two  men,  and  two 
men  only,  responsible,  namely,  the 
late  J. P.  Morgan  and  Charles  S.  Mel- 
len,  the  president.  That  things  con- 
trary to  the  Sherman  law  were  done 
appeared  to  the  layman  as  clear  as 
sunlight.  That  things  were  done  con- 
trary to  the  moral  law  was  equally 
clear.  Mellen's  description  of  how  he 
carried  around  tens  of  thousands  of 
dollars  in  his  pockets  when  visiting 
New  York  and  handed  over  enormous 
wads  to  'East  Side  looking'  gentry 
who  came  and  tapped  him  on  the 
shoulder  was  one  of  the  most  extraor- 
dinary stories  of  graft  and  corruption 
ever  narrated." 

"More  than  60  men  have  applied  to 
Superintendent  of  Parks,  Baltimore, 
for  work  as  laborers  at  33  cents  an 
hour." 

Sixty  years  ago 

(From  the  issue  of  January'  15.  1931 ) 
"We  may  not  hope  to  emulate  the 
career  of  an  Edison  or  a  Ford,  geniuses 
both,  but  the  career  of  a  Walter  Sher- 
man Gifford,  president  of  the  Ameri- 
can Telephone  &.  Telegraph  Co.,  ap- 
peals and  inspires  because  it  has  been 


achieved  by  the  exercise  of  qualities 
not  hopelessly  beyond  reach  of  the 
average  industrious,  intelligent,  am- 
bitious individual." 

"Strange  as  it  may  seem,  or  perhaps  it 
isn't  so  strange,  we  have  now  reached 
the  point  where  businessmen  view 
the  assembling  of  Congress  with  ap- 
prehension and  fear,  and  hail  with  joy 
and  a  sigh  of  relief  the  announcement 
that  the  end  of  the  session  is  near.  An 
agreement  not  to  call  an  extra  session 
was  regarded  as  one  of  the  most  con- 
structive accomplishments  of  the  re- 
cent short  session." 

Fifty  years  ago 

(From  the  issue  of  Jaiiiuay  IS.  1941 ) 


^^^K^Jtai 
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American   Telephone  &  Telegraph  Co. 
President  Walter  S.  Gifford 


Designer  William  B.  Stout  (right)  and 
aide  with  model  of  plane/auto  Sk\>car 

"An  airplane  that  is  half  automobile 
(four  wheels,  two  seats,  drives  like  a 
car)  will  soon  fly  into  the  American 
market.  Priced  at  only  $2,000,  it  may 
open  the  skyways  to  the  average  man. 
The  photo  above  shows  Designer  Wil- 
liam B.  Stout  holding  a  model  of  the 
Skycar,  while  Research  Engineer 
Ralph  Upson  points  out  a  feature." 

"The  President's  planned  assistance 
to  Britain,  Greece  and  China  embod- 
ies farsighted  statesmanship.  Japan 
having  allied  herself  with  the  Berlin- 
Rome  axis,  and  having  flouted  Ameri- 
can interests  in  the  Orient,  is  includ- 
ed among  the  powers  objectionable  to 
the  U.S." 

Twenty-five  years  ago 

(From  the  issue  offciuuuiy  15.  1966) 
"Chairman  Henry  S.  Wingate's  Inter- 
national Nickel  Co.  of  Canada  could 
make  money  hand  over  fist  almost 
without  trying.  Inco  has  a  firm  grasp 
on  two-thirds  of  the  free  world's  nick- 


Inco  President  llenty  S.  Wingate 

el  production,  rakes  in  extra  profits 
from  mining  copper,  platinum,  silver, 
etc.  from  the  same  rich  Canadian  ore 
bodies.  In  the  first  nine  months  of 
1965,  it  earned  $108  million  on  sales 
of  $467  million,  for  a  rich  23%  net 
return  on  sales." 

"  'We  have  no  hope  of  reaching 
400,000  or  500,000  units  in  the  U.S.,' 
said  Heinrich  Nordlioff,  boss  of  West 
Germany's  Volkswagenwerk  A.G.,  a 
few  ycar^  ago.  Nordhoff  may  have  to 
eat  his  words.  In  1966,  according  to 
VW's  U.S.  chief,  Stuart  Perkins,  im- 
ported car  sales  are  likely  to  top 
600,000  units,  and  Volkswagen  seems 
likely  to  walk  off  with  400,000." 

Ten  .years  ago 

(Ito'/i  the  /\s7«'  if  Jutiutirv  P).  19H1 ) 

"The  economy  may  look  as  murky  as 
ever,  but  next  spring's  college  gradu- 
ates, at  least  those  with  a  technical 
bent,  can  expect  sunnier  weather.  The 
College  Placement  Council  .  .  .  pro- 
jects a  10%  rise  in  jobs  for  new  grads 
compared  with  1980." 

"Here  is  the  newest  profile  of  the 
American  stockbroker  as  traced  by 
the  New  York  Stock  Exchange.  A  new 
Big  Board  survey  found  30  million 
adults  and  minors  owning  corporate 
shares  and  mutual  stock  funds,  an 
increase  of  18%  in  five  years.  During 
the  same  period,  the  median  portfolio 
dropped  from  $10,100  to  $4,000, 
mainly  because  younger  Americans 
are  investing.  ..." 
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Book:  A  garden  carried 
in  a  pocket. 
Arabian  proverb 


Many  books  require  no  thought 
from  those  who  read  them, 
and  for  a  very  simple  reason — 
they  made  no  such  demand  upon 
those  who  wrote  them. 
Charles  Caleb  Colton 


A  man  may  as  well  expect  to 
grow  stronger  by  always  catmg 
as  wiser  by  always  readmg. 
Jeremy  Collyer 


Sartor  Resartiis  is  simply 
unreadable,  and  for  me  that 
always  sort  of  spoils  a  book. 
Will  Cuppy 


It  is  those  books  which  a 
man  possesses  but  does  not 
read  which  constitute  the  most 
suspicious  evidence  against  him. 
Victor  Hugo 


The  things  I  want  to  know 
are  in  books;  my  best 
friend  is  the  man  who'll 
get  me  a  book  I  ain't  read. 
Abraham  Lincoln 


A  great  book  should  leave 
you  with  many  experiences, 
and  slightly  exhausted  at 
the  end.  You  live  several 
lives  while  reading  it. 
William  Styron 


The  most  valuable  book  we 
can  read,  about  countries 
we  have  visited,  is  that 
which  recalls  to  us  something 
that  we  did  notice,  but  did 
not  notice  that  we  noticed. 
O.K.  Chesterton 


Just  the  knowledge  that  a  good 
book  is  awaiting  one  at  the 
end  of  a  long  day  makes  that 
day  happier. 
Kathleen  Norris 


Thoughts 

on  the  Business  of  Life 


School-rt'lunihtg  young  may  feel 
their  sadness  at  the  end  of  holidays 
such  as  Christ  nuts  vacation  is 
unmatched,  unnnderstood  except  by 
their  fellows.  Wrong. . . .  Eren 
intolerant,  ever-growling  Pops 
actually  rue  the  day  that  reopened 
schools  give  hack   to  parents   their 
home — empty.  Where,  now,  the  top- 
volume  screams  of  unintelligible 
combos  from  evety  transistor,  phono 
or  TV''  The  aiiful  quiet  of  meals 
without  arguments  about  which 
unheard  of  /line  Ls  !\'o  11  or  7. . .  . 
The  holidays  provide  only  a  short 
glimpse,  a  fleeting  suggestion  of 
what's  happen  in',  man. 
Malcolm  Forbes 


For  several  days  after  my  first 
book  was  published  I  carried  it 
about  in  my  pocket,  and  took 
surreptitious  peeps  at  it  to 
make  sure  the  ink  had  not  faded. 
James  M.  Barrie 


I  suggest  that  the  only 
books  that  influence  us  are 
those  for  which  we  are  ready, 
and  which  have  gone  a  little 
farther  down  our  particular 
path  than  we  have  yet 
got  ourselves. 

E.M.  FORSTER 


A  book  is  the  only  place  where 
you  can  examine  a  fragile 
thought  without  breaking  it, 
or  explore  an  explosive  idea 
without  fear  that  it  will 
go  off  in  your  face. 
Edward  P.  Morgan 


More  than  9.000  "Thoughts,"  indexed  by 
author  and  subject,  ore  available  in  a  three- 
vohime  boxed  set  at  $49.50  ($19.50  per  vol- 
ume if  purchased  separately).  Al.w  avail- 
able, a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc. .  60  Fifth  Ave..  New  York, 
N.Y.  won.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


A  book  is  a  mirror:  If  an  ass 
peers  into  it,  you  can't  expect 
an  apostle  to  look  out. 
Georg  C.  Lichtenberg 


My  education  was  the  liberty 
I  had  to  read  indiscriminately 
and  all  the  time,  with  my 
eyes  hanging  out. 
Dylan  Thomas 


A  book  ought  to  be  like 
a  man  or  a  woman,  with  some 
individual  character  in  it, 
though  eccentric,  yet  its  own; 
with  some  blood  in  its  veins 
and  speculation  in  its  eyes 
and  a  way  and  will  of  its  own. 
John  Mitchell 


A  Text . . . 

Fret  not  thyself  because 
of  evildoers,  neither  be 
thou  envious  against 
the  workers  of  iniquity. 
For  they  shall  soon 
be  cut  down  like  the 
grass,  and  wither  as 
the  green  herb. 
Psalms  37:1-2 


Sent  in  by  Mrs.  Lois  C.  Rui,  Calgary, 
Alberta,  Canada.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders  of 
texts  used. 


The  man  who  does  not  read  good 
books  has  no  advantage  over 
the  man  who  can't  read  them. 
Mark  Twain 


When  I  get  a  little  money,  I 
buy  books;  if  any  is  left, 
I  buy  food  and  clothes. 
Erasmus 


Any  book  which  is  at 
all  important  should  be 
reread  immediately. 
Schopenhauer 
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watMH^ 


Some  companies  wake  up 
earlier  than  others. 


It  may  not  be  the  eleventh  hour.  But  if  you're  trying  to  confront 
the  explosive  growth  of  health  care  costs,  it's  getting  late. 

The  problem  wasn't  created  overnight.  And  it  won't  be  solved 
overnight.  But  the  earlier  you  attack  it,  the  sooner  you  can  expect  to 

see  positive  results. 

By  combining  our 
resources  with  those  of 
EQUICOR,  we  have 
created  the  nation's 
leading  employee  life 
and  health  benefits 
company. 

And  one  of  the  most 
extensive  managed 
health  care  networks  in 
the  industry 

We  can  provide  a 
menu  of  products  and 
services  that  can  help 
contain  costs,  maintain 
quality  care  and  ensure 
employee  satisfaction. 
In  health  care,  dental  care  and  life  and  disability  plans,  as  well. 
Of  course,  we'll  be  bigger.  But  more  important,  as  we  complete 
our  integration,  we'll  be  better.  After  all,  we're  working  with  a  group 
of  people  who  are  used  to  waking  up  just  as  early  as  we  are. 

See  one  of  our  local  representatives  or  fax  Bob  O'Brien,  President, 
CIGNA  Employee  Benefits  Companies:  215-523-7915. 


We  get  paid  for  residtsr 


CIGNA 


thirty  unmo 
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Av^v 
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Call  1800  231-5800. 
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The  Dale  Carnegie  Management  Seminar. 

Learn  how  to  raise  performance  standards.  How 

to  delegate  authority.  How  to  set,  implement,  and 

meet  agendas.  How  to  get  more  from  meetings. 

More  from  staff.  More  from  yourself, 


CAKI 

■f  DIFFERENCE 


More  from  customers.  Over  400  of  the  Fortune 
500  have  the  Dale  Carnegi#  difference.  They 
realize  its  potential.  Realize  yours.  Call  now  for 
our  course  catalog.  Dale  Carnegie  Professional 

Development:  How  to  win. 


Dale  Carnegie   &  Associates,   Inc.     Leadership  Training  Worldwide 


A      D      I      L      L      A 


More  substanco 


SUBSTANCE  BEHIND  THE  STYLE 


Continuous 

improvement 

helps  Cadillac 

earn  the 

highest  honor 

in  American 

business. 


ffs 

>^TWinn( 


Malcolm  Baldrige 

National 
./Quality 
Award 


Li'fs|;ititli.|;i'lht'r      bucklfup. 

iClWOl.NUorp  AllKiKht-Ri'-tTvi-d 

FLFHTWOOn,  SI-DAN  DV  VII. LF,,  FLnOKADlVSI-VILLE, 

*See  your  dealer  for  terms  of  this  limited  warranty. 


The  Government  of  the  United 
States  has  named  Cadillac  the 
first  automobile  company  to  win 
the  Malcolm  Baldrige  National 
Quality  Award.  With  this  honor, 
Cadillac  has  been  singled  out  as 
a  role  model  for  its  world-class 
refinements  of  its  products 
and  services. 


Also  cited  by  the  award:  tl 
new  4.9  liter  V8.  Mated  to  a 
electronic  four-speed  autom 
transmission,  this  engine  hi 
Cadillac  De  Ville,  Fleetwood 
Eldorado  and  Seville  achieve 
spirited  response  and  the  hi 
est  highway  mileage  of  any  A 
powered  luxury  automobiles 


IE 


STYLE 


behind  the  Style. 


A  estimated  26  MPG  highway. 


1991       FLEETWOOD       SIXTY       SPECIAL 


New  Computer  Command 

Ride:  this  speed-sensitive  sus- 
pension softens  the  ride  for 
added  comfort  in  city  driving, 
then  firms  automatically  at  high- 
way speeds  for  impressive 
stability  and  control. 

Also  receiving  special  com- 
mendation was  the  new  no- 


iE       ONLY       WAY       TO       TRAVEL       IS 


deductible  4-year/50,000-mile 
bumper-to-bumper  warranty? 
This  protection  is  part  of  Cadillac's 
ownership  priority  services, 
which  also  include  24-hour 
Cadillac  Roadside  Service®. 

Please  calll-800-333-4CAD 
for  product  literature  and  the  loca- 
tion of  your  nearest  Cadillac  dealer. 

CADILLAC       STYLE^ 
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Sharp  Is  The  No.1  Eax  In  America. 
Shouldn't  Sharp  Be  Your  No.1  Consideration? 


FO-6000 


Today,  new  business  needs  demand  new 
thinking  about  fax  technology.  Sharp 
Thinking.  It's  why  of  over  70  brands,    -H 
Sharp  has  sold  more  fax  machines  than 
any  other  company  in  America. 

Sharp  Thinking  made  the  world's 
first  desktop  fijll  color  fax  a  reality.  And 
created  affordable  plain  paper  laser  fax 
*"  y  machines  that  produce  documents 

of  unsurpassed  quality.  That 
.  same  innovative  thinking  is  built 
^  ^into  every  Sharp  fax. 

With  more  Sharp  fax  machines  in 
use  across  the  country  you're  more 
likely  to  connect  to  a  Sharp  fax.  In 
most  cases  that  gets  you  faster  trans- 
mission speeds  and  saves  you  money  on 
telephone  line  charges.  Don't  be  fooled 
by  competitive  claims.  When  you're 
thinking  fax,  you  would  be  smart  to 
think  Sharp. 

To  learn  more  about  the  number 
one  selling  line  of  fax  machines,  call 
1-800-BE-SHARP., 
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Comfort  for  the  cautious 

By  the  time  this  issue  reaches  the  reader,  our  country  may  or 
may  not  have  rid  civihzation  of  the  political  gangster  Saddam 
Hussein.  But  even  if  it  is  a  short  war,  we  face  a  period  of  intense 
economic  crisis  from  other  causes:  Banks  and  other  financial 
institutions  in  trouble  and  cutting  back  on  credit;  governments 

everywhere  unable  to  curb 
spending;  threats  of  a  break- 
down in  world  trade;  turmoil 
in  Eastern  Europe;  the  Soviet 
Union  close  to  civil  war;  a 
Congress  seemingly  more  in- 
terested in  soaking  the  rich 
than  in  creating  wealth.  For 
those  unnerved  by  these  un- 
certain times,  our  semiannual 
mutual  fund  update  will  prove 
useful,  because  it  rates  funds  for  their  downside  protection  as 
well  as  for  their  upside  potential.  Accompanying  the  survey 
update,  William  Baldwin  has  crafted  an  investment  portfolio  for 
what  he  calls  intelligent  cowards.  It  provides  an  8%  yield, 
minimal  risk  and  a  chance  for  moderate  capital  gains.  Page  103. 

What  makes  Gillette  so  sharp 

We  chose  Subrata  Chakravarty's  article  on  Gillette  as  our  cover 
subject  this  issue  because  we  think  it  illustrates  an  important 
management  principle:  The  well-run  company  in  the  late-20th 
century  must  learn  to  integrate  marketing  and  technology — as 
Gillette  so  successfully  does — and  not  treat  them  as  separate 
compartments.  "We  had  to  change  the  playing  field"  starts  on 
page  82. 

Czar  Gorbachev? 

Vladimir  Kvint's  articles  in  Forbes  on  events  in  the  Soviet 
Union  have  been  close  to  prophetic:  A  year  ago,  when  few 
thought  the  Soviet  empire  could  ever  break  up,  Kvint  predicted 
and  advocated  the  withdrawal  of  the  Russian  Republic  from  the 
U.S.S.R.  (Feb.  19,  1990)  Then,  last  June,  he  warned  that  uncriti- 
cal Western  support  for  Mikhail  Gorbachev  would  create  the 
unintended  consequence  of  strengthening  the  reactionary  wing 
of  the  Communist  Party.  The  bloody  Soviet  repression  in  Lithu- 
ania in  January  confirmed  that  prediction.  What  now?  For 
Kvint's  latest  views  see  "The  myth  of  good  Czar  Gorbachev," 
starting  on  page  36. 

Blowing  it 

Most  Forbes  stories  are  about  how  people  succeed  in  business 
or  fail  in  business.  In  her  new  book,  Squandered  Fortiuie,  now  in 
the  bookstores,  Forbes'  Lisa  Gubernick  has  written  the  broader 
story  of  how  one  man  failed,  not  in  business,  but  in  life. 
Squandered I'ortune  (Putnam,  $24.95)  grew  from  an  article  about 
A&.P  heir  Huntington  Hartford  that  Gubernick  reported  and 
wrote  for  Forbes'  1985  annual  list  of  the  400  richest  Americans. 
In  a  society  much  occupied  with  the  creation  and  preservation 
of  wealth,  this  is  an  engrossing  tale  about  the  potentially  corrod- 
ing effects  of  great  affluence. 
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Howtotum 

today's  uncertain 

financial  market 

into  an  investment 
opportunity 


Let  Merrill  Lynch  help 
in  1991. 

If  you're  uncertain  about  the 
investment  opportunities  avail- 
able in  1991,  you're  not  alone. 
In  today's  financial  climate, 
investors  need  assistance  in 
identifying  smart  investment 
choices.  And  many  are  seeking 
advice  from  the  experts  at 
Merrill  Lynch. 

As  a  leading  provider  of 
investment  research,  Merrill 
Lynch  can  give  you  the  infor- 
mation you  need  to  invest 
wisely  in  a  period  of  financial 
uncertainty. 

As  you're  reviewing  your 
portfolio  and  analyzing  your 
investments  for  1991,  you'll 
have  the  professional  assis- 
tance of  a  Financial  Consultant 
who  can  show  you  where  spe- 
cific opportunities  lie,  and  how 
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to  select  what's  best  for  you. 
And  your  Financial  Consultant 
will  also  help  you  choose  each 
investment  according  to  an 
asset  allocation  strategy  based 
on  the  level  of  risk  you're  com- 
fortable with,  and  your  overall 
financial  goals. 

Among  the  investments 
your  Financial  Consultant  can 
suggest  are  several  unique 
products  to  help  you  in  these 
uncertain  times.  Such  as  Liquid 
Yield  Option  Notes®  (LYONs), 
an  alternative  equity  invest- 
ment that  offers  the  relative 
safety  of  bonds  with  the  poten- 
tial of  stocks. 

If  you're  uncertain  about 
today's  market,  don't  go  it 
alone.  Consult  Merrill  Lynch  for 
careful  investment  advice  that 
can  turn  an  uncertain  market 
into  a  real  opportunity 


To  receive  our  special  1991 
Investment  Outlook  Report  and 
LYON$  information,  return  the 
coupon  or  call  us  toll-free. 

I  I 

Call  1-800^37-7455, 
ext.  6754 

Mail  to  Merrill  Lynch  Response  Center 
PC)  Box  30200 
New  Brunswick,  NJ  08989-0200 

Please  send  me  your  1991  Investment  Out- 
look Report  and  information  on  LYONs. 

Name 


Address- 


City_ 
State- 


Home  Phone_L- 


Business  Phone_L. 


_Zip- 


Merrill  Lynch  clients,  please  give  the  name  and 
office  address  of  your  Financial  Consultant. 


Merrill  Lynch 

A  tradition  of  trust. 


Follow-Through  n^^ 


Edited  bv  Edward  Giltenan 


Dino:  the  sequel 

Independent  filmmakers  are  hurt- 
ing. The  supply  of  money  is  as  dry 
as  a  James  Bond  martini.  Yet  Dino  De 
Laurentiis  rolls  merrily  along  like  a 
self-replicating  sequel. 

After  raising  $125  million  from  the 
public  in  1986,  his  ill-fated  De  Laur- 
entiis Entertainment  Group  (Forbes, 
Mar.  7,  1988]  emerged  from  Chapter 
11  bankruptcy  protection  last  May. 
By  that  time,  the  71 -year-old  producer 
had  already  formed  a  new  venture, 
Dino  De  Laurentiis  Communica- 
tions, with  the  rumored  backing  of  his 


mji 

Ohio  De  Lciunmtiis 

There's  Ufe  in  the  oldjlopmeisteryet. 

longtime  buddy  Giancarlo  Parretti. 
But  in  mid-December  Parretti's  mgm- 
Pathe  Communications  Co.  techni- 
cally defaulted  on  $395  million  of 
junk  bonds. 

De  Laurentiis,  who  hasn't  had  a  hit 
since  King  Kong  15  years  ago,  is  getting 
his  financing  on  a  picture-by-picture 
basis  from  Credit  Lyonnais,  the 
French  bank  that  keeps  many  of 
Hollywood's  indies  afloat  (Forbes, 
Apr.  18,  1988].  The  attraction?  De 
Laurentiis  is  accomplished  at  presell- 
ing  a  film  in  both  domestic  and  for- 
eign markets  and  bringing  it  in  on 
time  and  on  budget.  "For  us,  it's  not 
so  much  whether  it's  a  good  movie; 
it's  more  important  that  the  film  is 
completely  covered  by  presales,"  says 
a  spokesman  for  Credit  Lyonnais. 
"Maybe  people  trust  that  one  day  he 
will  make  a  good  film  again." 

They  shouldn't  hold  their  breath. 
Dino's  latest  release,  a  Michael  Ci- 
mino-directed  remake  of  a  1955  Hum- 
phrey Bogart  film  called  Desperate 
Hours,  grossed  just  $2.5  million  at  the 
box  office.  Ahead,  from  Sam  Raimi, 
director  of  the  so-so  Darkrucin,  lies  the 
horror  flick  Army  of  Darkness,  to  be 
distributed  by  MCA/Universal  early 
next  year.  Retiiniing  Napoleon,  a  farce 
starring  John  Candy  and  directed  by 
comedian  Eugene  Levy,  starts  shoot- 


ing this  month  and  will  be  distributed 
by  MGM-Pathe. 

"Dino  will  always  get  movies  made 
and  find  somebody  to  sell  them  to," 
says  an  executive  at  a  major  studio. 
"He  may  or  may  not  be  a  good  execu- 
tive, but  he  has  always  been  a  picture 
maker."  Thankfully,  this  time  around 
he  is  leaving  public  investors  out-  of 
the  picture. 

Do  svidaniye,  Fidel 

W'  ith  the  supply  of  Soviet  oil  dry- 
ing up  (Forbes,  Mar.  5,  1990],  Fi- 
del Castro  has  finally  asked  for  capi- 
talist help.  Unfazed  by  the  dictator's 
human  rights  record,  two  French 
firms — oil  company  Total  Cie.  Fran- 
gaise  des  Petroles  and  Interagra,  a 
trading  firm — just  signed  the  first  Cu- 
ban oil-production-sharing  deal  since 
the  days  of  Batista.  The  French  will 
explore  off  Cuba's  north  coast  in  re- 
turn for  an  undisclosed  share  of  any 
resulting  oil  revenues. 

It  will  take  a  mighty  gusher  to  reju- 
venate Cuba's  decaying  economy.  So- 
viet oil  exports  to  Cuba,  off  23%  last 
year,  may  slip  30%  more  in  1991.  By 
halving  the  price  it  pays  for  Cuban 
sugar,  the  U.S.S.R.  has  doubled  the 
price  Cuba  pays  for  its  oil.  Castro  has 
shut  nickel  and  cement  plants  and  is 
cutting  electricity  usage  by  10%.  An- 
drew Zimbalist,  a  Cuba  expert  at 
Smith  College,  figures  Cuba's  econo- 
my shrank  5%  in  1990,  mostly  be- 
cause of  the  oil  problem.  As  Forbes 
has  pointed  out  (Jan.  21),  Fidel's  de- 
mise is  a  matter  of  time.— Toni  Mack 


t>hn  Segal 


France  to  the  rescue? 


Asleep  on  the  job 

Fl  orbes  must  have  been  heavily  se- 
dated the  day  Abbott  Laboratories 
pitched  an  article  on  Tranxene,  its 
prescription  tranquilizer  (July  1, 
1985).  Impressed  by  an  academic 
study  on  brain  waves  in  Tranxene  us- 
ers, Forbes  reported  that  Abbott's 
drug — unlike  most  rival  products,  in- 
cluding Hoffmann-La  Roche's  Vali- 
um— did  not  cause  drowsiness. 
Forbes  even  suggested  that  the  Food 
&.  Drug  Administration  might  let  Ab- 
bott drop  the  drowsiness  warning 
from  Tranxene's  label. 

On  closer  examination,  it  turns  out 
that  the  study  reached  no  such  con- 
clusion, and  Abbott  had  no  clinical 
proof  of  its  claim.  David  Jones,  then 
head  of  Abbott's  public  relations,  now 
contends  that  Abbott  knew  the 
claims  were  misleading.  "It  would 
have  been  unthinkable  to  submit 
such  a  claim  to  the  fda,"  says  Jones. 
"We  wouldn't  have  even  tried." 

Jones,  a  ten-year  veteran  of  public 
relations  for  drug  companies,  is  now  a 
freelance  writer.  He  told  the  Senate 
Committee  on  Labor  &.  Human  Re- 
sources in  December  that  drug  com- 
panies routinely  try  duping  the  media 
into  publicizing  unproven  claims. 
"That's  the  way  you  get  promoted," 
he  told  Forbes.  Abbott  will  not  com- 
ment on  the  accuracy  or  purpose  of 
the  Tranxene  publicity  Jones  promot- 
ed five  years  ago.  But  no  clinical  trials 
were  ever  conducted  on  Tranxene's 
claims;  its  label  still  lists  drowsiness 
as  a  side  effect. 
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TheBche 

ThatSwed 
ARmnForest 


Our  Wonder  Fiche  Not  Only 

Saves  A  Lot  Of  Trees.  It  Can  Help 

You  Save  Acres  Of  Office  Space. 

One  tree  creates  a  cubic  foot  of 
paper.  And  on  the  average,  every 
cubic  foot  of  paper  takes  over  a 
square  foot  oFomce  space.  So  you'll 
do  both  the  environment  and  your 
business  a  lot  of  good  by  outputting 
data  directly  to  microfiche. 

ForPeople  Who  Can't  YetFly, 
Anacomp  Presents  A  Bridge. 

Anacomp's  new  DatagraphiX 
XFP  2000™  system  is  aplatform  for 
the  future.  A  bridge  to  tne  emerging 
technologies  of  optical  disks  and 
sophisticated  laserprintir^.  It  gives 
you  the  most  practical  system  today 
— yet  offers  the  flexibility  to  grow 
into  the  2 1  st  century. 

Find  A  Fact  In  A  Forest  Of 

Information  Without  Turning . 

Over  Every  Leaf. 

With  Anatrieve"™  and  Advanced 


Function 
Indexing^^.you 
can  find  anything 
your  company  has 
stored  and  print  it 
out  in  its  original 
forminseconcK. 

It's  Not  Magic. 
It's  No  Illusion.  It's 
The  Best  Information 
And  Ln£^e  Man£^ment 
System  AvailableToday. 

TheXFP2000istheonlvCom- 
puter  Output  Microfilm  (COM) 
system  designed  to  incorporate  tne 
new  graphic  capabilities  into  its 
'Advanced  Function  Platform."  It 
has  the  ability  to  replicate  forms  and 
documents  from  computer- 
generated  data. 

Rest  assured  that  as  optical  disks 
and  bit-mapped  data  laser  printing 
systems  become  practical  and  pos- 
sible, you'll  be  able  to  take  advantage 
of  them  with  Anacomp's  new  system. 


It's  What  More 

And  More 

CompaniesAre 

Doing  lb  Cope 

WShThe 

Out'Of-Space  Age. 

Reduce  the  paper  mountain  that 
stands  between  you  and  your 
corporate  goals.  Find  out  about 
owning  an  Anacomp  information 
and  image  management  ( 1  &  IM ) 
system,  or  about  letting  us  cover 
your  needs  throudi  one  of  our 
service  bureaus.  Write].  Mark 
Woods,  E.V.P.,  Anacomp,  Inc., 
3060  Peachtree  Road,  N.W. , 
Atlanta,  Georgia  30305.  Or  call 
404-262-266f 

THE  IMAGE  OF  THE  FUTURE. 

anacomi? 

©1991  Anacomp,  Inc.  Anacomp  and  DatagraphiX  are  registered 
trademarksofAiiacomp.Inc.  DatagtaphiXXFP2CXX3(andXFP 
2000),  Advanced  Function  Indexing  and  Anatrieve  are  tradett\arVs 
of  Atiacomp,  Inc. 
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Considering  all  the  times  you've  seen  the  words  "new 
and  improved"  used  to  introduce  products,  it's  no  won- 
der you've  become  skeptical.  But  Oldsmobile'"' would 
like  you  to  take  a  look  at  our  all-new  1991  Ninety  Eight!' 
An  all-new  automobile  that  we  truly  believe  delivers  on 
these  words  in  a  very  big  way 

Inside  and  out,  the  Ninety  Eight  has  totally  changed. 
In  fact,  its  design  redefines  the  contemporary  luxury  car. 


The  Ninety  Eight  is  larger  now,  bringing  you  more 
of  what  you  want  from  a  luxury  car.  More  back  seat 
legroom  and  over  20  cubic  feet  of  trunk  space. 

Ninety  Eight  also  features  a  more  responsive  3800  V6 
with  tuned  port  injection,  and  anti-lock  brakes.  You'll  be 
amazed  by  the  newly  available  Computer  Command 
Ride  System.  An  innovation  that  automatically  adjusts 
the  ride  to  match  changing  road  conditions. 


NINFYDGW 
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\nd  the  air  bag  on  the  driver's  side  is  now  standard,  too. 

And  nowhere  else  will  you  find  the  Oldsmobile 
Edge,  the  exclusive  comprehensive  satisfaction  program 
hat  comes  standard  on  the  new  Ninety  Eight. 
\  program  lil<e  this  can't  be  touched  by  any  other  luxury 
iutomobile  you  can  buy  regardless  of  cost. 

After  you  see  the  all-new  Oldsmobile  Ninety  Eight, 
:/ou'll  agree  that  new  and  improved  really  does  mean 


something.  To  find  out  more,  just  stop  by  your  local 
Olds  dealer  Or  simply  call  1-800-242-OLDS,  Monday 
through  Friday  9  a.m.  to  7  p.m.  EST. 

INinely  Eight 

The  New  Generation  of  Oldsmobile. 


I'ht)ti>ri.'p*)nci 


Forbes  Informer 


Edited  by  Eric  ScJimuciiier 


Navy  would  restructure  McDonnell's 
fixed-prioe  contract,  shared  with  Gen- 
eral Dynamics,  on  the  A- 12  Stealth 
attack  plane.  Instead,  the  following 
business  day,  Monday  the  7th,  De- 
fense Secretary  Dick  Cheney  canceled 
the  program.  "We  were  wrong,"  Ro- 
sen says. 

Just  how  much  McDonnell  is  going 
to  have  to  reimburse  the  government 
could  be  settled  in  court,  in  a  battle 
that  will  likely  drag  on  for  years.  But 
already  the  woebegone  McDonnell 
(Forbes,  Ja>i  7]  has  seen  its  stock 
plunge  from  $39  to  $29.  Parachutes, 
anyone? — Thomas  Bancroft 


Will  Time  lose 
another-  biggie? 


Entertainment  Weakly 

Time  Warner  looks  to  have  another 
expensive  magazine  flop  on  its  hands. 
Entertainment  Weekly's  500,000  charter 
subscribers  are  just  now  coming  up 
for  renewal.  But  Time  has  already 
withdrawn  its  application  for  an  audit 
by  the  Audit  Bureau  of  Circulations. 
Notes  circulation  consultant  Eliot 
Schein,  "Nobody  withdraws  an  abc 
application  unless  the  story  gets 
weak." 

The  mag  was  launched  a  year  ago 
with  a  circulation  guarantee  of 
600,000;  even  healthy  startups  usual- 
ly renew  only  about  half  of  their  ini- 
tial subs.  Since  originating  editor  Jeff 
Jarvis  bailed  out  last  spring,  the  maga- 
zine's editorial  content  has  steadily 
been  diluted  in  hopes  of  attracting  a 
wider  audience.  But  the  shift  from 
crisp  and  often  critical  articles  and 
reviews  to  celebrity  puffs  will  not 
help  renewals. 

Entertainment  Weekly  has  already 
tap-danced  its  way  through  as  much 
as  $40  million  of  debt-laden  Time 
Warner's  cash.  Perhaps  the  magazine 
scientists  at  Time,  who  burned  up  $47 
million  on  the  short-lived  TV  Cable 
Week  and  some  $15  million  on  the 
stillborn  Picture  We&k,  are  going  for  a 
hat  trick. — Fleming  Meeks 

Bad  timing 

Pity  the  poor  mvestors  who  heeded 
Smith  Barney's  Michael  Rosen  when 
he  changed  his  recommendation  on 
McDonnell  Douglas  from  a  hold  to  a 
buy  on  Jan.  4.  Rosen  thought  that  the 
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Call  me  a  drone 

A  bunch  of  journalists  at  a  Dallas  tv 
station  have  won  a  lawsuit  granting 
them  overtime  pay.  They  did  it  by 
claiming  that  they  were  not  "cre- 
ative" professionals,  who  are  consid- 
ered exempt  from  the  federal  labor 
law  mandating  overtime  pay,  but 
rather  mere  grunts  doing  what  they 
were  told. 

Who  cares?  Nobody  much,  un- 
less   the    trend   spreads   to   other 
white-collar  types  anxious  to  price 
themselves  out  of  a  job.  The  Dallas 
judge  stressed  in  his  decision  that 
he  was  ruling  on  this  particular  sta- 
tion's  practices    alone.    But    already 
cases  have  been  filed  involving  writ- 
ers for  NBC  Nightly  News  and  the  Wash- 
ington  Post. 


We  Russia  House:  Few  people  stopped  in 


Parretti's  problems 

Little  has  gone  right  for  Giancarlo 
Parretti  since  he  came  up  with  the 
dough  to  buy  mgm/ua  last  fall.  The 
studio's  Christmas  offerings.  Rocky  V 
and  The  Russia  House,  were  duds  at  the 
box  office.  For  next  summer,  mgm  has 
a  promising  release  in  Shattered,  star- 
ring Tom  Berenger.  But  mgm  is  put- 
ting it  up  against  the  big  summer  ac- 
tion movies;  Hollywood  sources  say 
this  is  a  recipe  for  slaughter. 

Parretti  is  currently  negotiating 
with  Credit  Lyonnais  for  additional 
production  money.  But  in  December 
he  took  what  amounted  to  a  30-day 
interest-free  loan,  when  he  waited  till 
the  very  end  of  the  grace  period  before 
coughing  up  the  $26  million  in  inter- 
est on  some  mgm  bonds.  That's  no 
way  to  be  taken  seriously  by  Holly- 
wood moneymen. 

Names  game 

The  American  savings  and  loan  de- 
bacle has  spread  to  Lloyd's  of  Lon- 
don. It  turns  out  that  the  insurer 
may  well  be  on  the  hook  for  up- 
wards of  $5  billion,  thanks  to  pro- 
fessional negligence  policies  written 
for  the  directors,  lawyers  and  ac- 
countants of  busted  thrifts. 

Fortunately  for  Lloyd's,  the  cover- 
age is  usually  under  $10  million  per 
policy  and  is  spread  among  many  rein- 
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surers  and  Lloyd's  401  syndicates. 
That  means  no  one  single  group  of 
Names — the  individual  investors  vs^ho 
provide  Lloyd's  v^ith  $20  billion  in 
capital — v^ill  lose  its  collective 
shirt. — Peter  Fuhrman 


^     Poetic  license 

Irrepressible  Chicagoan  Sam  Zell, 
who  made  his  fortune  buymg  cheap 
property  in  the  1970s  real  estate  bust, 
thinks  that  1991  is  going  to  be  his 
year.  Today  he  controls  nearly  a  bil- 
lion dollars  in  equity,  and  plans  to 
increase  that  in  the  current  bust.  Not 
lacking  ego — he  calls  himself  "The 
Gravedancer" — Zell  sent  6-inch  stat- 
uettes (helow)  to  hundreds  of  smart- 
money  types  on  his  holiday  list,  along 
with  some  Zellrhymes.  In  case  yoiir 
copy  got  stuck  in  the  mail,  here's  a 
sampler: 


David  DiMicco 


Leverage  was  the  beverage 
nat  got  this  party  cookin' 
But  the  hangover's  set  in, 
And  now  a  Gravedancer's  lookin'. 

Greenspan  is  yelling,  "Fire!" 
Comptroller  Clarke  is  feeding  fuel 
The  banking  system's  paralyzed. 
And  the  world's  sure  turning  cruel. 

From  HI.  T.s  and  junk  bonds 
To  prepackaged  bankruptcies — 
The  fallout  from  these  strategems 
Means  there's  opportunities. 

Okay,  so  Zell's  a  smart  investor, 
not  a  poet  laureate. — Richard  L.  Stern 


CLAIM  YOUR  PLACE  IN 
HISTORY 


The  FIRST-EVER 

voyage  across 
the  Arctic  Ocean 
via  the 
NORTH  POLE 

From  Murmansk  (USSR)  to  Nome 
(USA)  (July  26  to  August  16,  1991) 
Salen  Lindblad  will  take  the  first 
passengers  ever  across  the  North 
Pole.  Aboard  the  Sovetskiy  Soyuz, 
the  magnificent,  comfortable, 
nuclear-powered  icebreaker  that  is 
the  pride  of  the  Soviet  polar  fleet. 
With  world-renowned  scientists, 
experts,  and  lecturers.  And  full  West- 
ern staff,  all-Russian  crew,  and  four 
European  chefs.  What  more  fittmg  trib- 
ute to  the  spirit  o(  glasnost? 

The  500-foot  Scvetskiy  Soyuz  features 

•  2  on-board  helicopters  for  passenger 
flights  over  the  ice 

•  Large  launch  and  4  Zodiac  landing  craft 

•  Open  bridge  policy 

•  Heated  swimming  pool 

•  Two  saunas 

•  Gymnasium 

•  100-seat  lecture  hall 

•  48  twin  cabins  (private  bath  and  win- 
dows; 16  3-rm.  suites) 


•  Western  staff  and  4  European  chefs 

•  All-Russian  crew 

•  World-renowned  scientists  and 
lecturers 

Book  now.  Onlv  96  passengers  will 
make  historv  Prices  begin  at  $25,000 
per  person. 

Contact  your  travel  agent  or  call 
Chris  Perry  at  1-800-223-5688  today  for 
more  inf()rmation. 


str 


Salen  Lindblad  Cruising 

333  Ludlow  Street,  PC  Box  120076 

Stamford,  Connecticut  0M12  1)076 

1-800-223-5688         (203)  967-2900 


SMFOBO-I 


ADVICE  AND  DISSENT 

They're  contentious  and  contagious.  They're 
the  McLaughlin  Group,  (clockwise  from  left)  Jack 
Germond,  Eleanor  Clift,  John  McLaughlin,  Fred  Barnes, 
Morton  Kondracke,  and  Pat  Buchanan. 

Made  possible  by  a  grant  from  GE. 

THE  Mclaughlin  group 

Check  your  local  listing  for  station  and  time. 


We  bring  good  things  to  fife. 


FORBES,  FEBRUARY  4,  1991 


15 


■pr- 


America's  Lowest  Priced 


Direct  to  You 


tVlS.T.^fJo 


HP  Laser  Jet  II 

Cartridge 

Order  No:  92295ZHLP 


PAPER    MATE  P^ 

LIQUID    fr>^ 
paPER    [!K?f??2: 

PuQUID 

White  Correction  Fluid 
Order  No:  56401PMT 


62^K 


•:a. 


maxell 


5.25"  DSDD  Disks 
Order  No:  MD2DMXD 


52«, 


EA. 


^National 


I"  Black  King  Binder 
Order  No:  67981NBB 


84«„v 


You  simply  won't  find  lower  prices  on 
brand  name  office  supplies  than  at 
Wholesale  Supply  Company.  Over  7,000 
different  items,  all  at  pnees  you  have  to  see 
to  believe.  So  call  now  for  your  free  catalog. 

1-800-962-9162 

Wholesale  Supply  Company  sells  only  to  businesses, 
govemment  agencies,  schools,  and  institutions. 


1-800-356-3704 


Call 
FORBES  SUBSCRIBER  SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription. 

(  Allow  4-6  weeks  for  Address  Change. 

Please  quote  subscriber  number  on  address 

label  of  magazine.) 
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Readers  Say 


Fallen  magnates 

Sir:  Re  your  article  comparing  Mi- 
chael Milken  to  Samuel  InsuU  ("His- 
tory lesson,"  y;tv.  24.  1990].  My  great- 
uncle  was  called  from  Chester,  111.  to 
testify  in  court  in  Chicago  about  how 
and  why  he  lost  so  much  money  in 
Mr.  Insull's  companies.  My  mother 
always  said  Uncle  Jim  (Douglas)  de- 
plored what  Insull  had  done  to  "aver- 
age investors,"  but  that  he  took  his 
own  substantial  losses  with  compara- 
tive good  humor  because  he  consid- 
ered himself  "a  professional"  who 
shouldn't  have  been  duped  by  such  a 
predator.  A  canny  Scot,  my  uncle. 

I'd  like  to  sec  you  drop  your  circu- 
itous defensive  position  about  Mr. 
Milken.  You're  trying  to  explain  away 
the  carefully  calculated  behavior  of  a 
brilliant  crook  who  has  done  more 
damage  to  the  image  of  capitalism 
than  anyone  else  I  can  think  of. 
— t'nmkliti  A.  ToiTeiicc  Jr. 
Salt  Lake  Cit\'.  I  'tab 


Sam  Ifisull,  I'^Jj4 


Sir:  Thank  you  for  "History  lesson." 
Too  few  people  look  beyond  the  ac- 
tions of  people  like  Milken,  Boesky, 
Helmsley  or  Trump  to  examine  the 
psychological  forces  that  account  for 
their  ostensibly  irrational  actions. 
More  important,  fewer  still  recognize 
that  greed  is  not  the  answer. 
— Steven  Berglas 
Chestnut  Hill.  Mem 


What  investigation? 

Sir:  Forbes  reports  a  rumor  that  First 
City  Bancorporation  of  Texas,  Inc.  is 
currently  under  investigation  by  the 
Federal  Bureau  of  Investigation  (In- 
forniet;  fan  ^).  This  is  absolutely  false. 
For  the  record,  First  City  met  with  the 


FBI  on  Dec.  27,  1990.  Based  on  that 
meeting  and  subsequent  communica- 
tions with  the  FBI,   First  City  con- 
firmed that  it  is  not  the  target  of  any 
FBI  investigation. 
— -James  E.  Day 
Senior  Vice  President 
First  City  Bancotporation  of  Texas 
Houston,  Tex. 


Let's  talk 

Sir:  My  associates  and  I  appreciate 
very  much  the  positive  and  highly 
complimentary  comments  on  Bank- 
ers Trust's  financial  performance  ("A 
headache  for  Mr.  Charlie,"  /««.  21]. 
The  statement  that  Charles  Sanford, 
chairman  of  Bankers  Trust,  refused  to 
be  interviewed  is  incorrect.  He  would 
have  been  happy  to  be  interviewed 
and  we  made  his  availability  known 
on  several  occasions. 
— Thomas  A.  Parisi 
Senior  Vice  President 
Corporate  Cormnunicatioris, 
Bankers  Trust  Co. 
New  York,  NY. 

Forbes  regrets  the  error. — Ed. 


Don't  preach 

Sir:  While  tearing  into  such  luminar- 
ies as  Michael  Milken  and  Robert 
Brennan,  you  have  lionized  David 
Geffen  ("The  richest  man  in 
Hollywood,"  Dec.  24,  1990].  You 
make  it  clear  he  would  never  have 
been  in  a  position  to  represent  anyone 
or  launch  Asylum  without  interfering 
with  mail,  forging  documents  and  de- 
frauding his  employer.  Don't  preach 
about  Milken's  morals  or  Brennan's 
ethics  if  you're  going  to  genuflect  to 
similar  behavior  in  others. 
— Craig.  P.  Howard 
Houston,  Tex. 


Pioneer  patents 

Sir:  Re  Genentech's  patent  on  tpa 
("Patenting  mother  nature,"  /(»/7.  7). 
Does  the  ruling  in  the  tpa  case  pro- 
mote or  discourage  further  research? 
There  are  two  types  of  pharmaceuti- 
cal research:  projects  directed  to  cre- 
ate major  breakthroughs  and  other, 
lesser,  improvement  projects. 

This  decision  clearly  encourages 
projects  directed  to  major  advances  in 
medicines  by  not  allowing  the  expro- 
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priation  of  a  major  invention  by  some 
relatively  minor  modifications. 

The  ruling  supports  pioneering 
companies  that  dedicate  large  parts  of 
budgets  to  basic  research  and  develop- 
ment. Genentech  is  just  such  a  com- 
pany and,  because  of  the  ruling,  it  can 
continue  this  kind  of  research. 
— Stephen  Raines 

Vice  President,  intellectual  property 
Genentech,  Inc. 
South  San  Francisco,  Calif. 


Play  it  as  it  lies 

Sir:  Re  your  article  on  "the  great  golf 
boom  that  wasn't"  ("Extrapolation 
madness,"  Dec.  24,  1990).  An  impor- 
tant ingredient  in  most  golf  devel- 
opers' formulas  is  inexpensive  land. 
This  leads  to  development  of  golf 
courses  where  cheap  land  is  available, 
not  necessarily  in  areas  where  the 
supply/demand  outlook  for  golf  is 
most  attractive. 

The  National  Golf  Foundation  may 
be  correct  in  projecting  the  need  for 
300  new  golf  courses  a  year,  but  it  is 
unlikely  that  our  industry  will  be  able 
to  build  them  in  exactly  the  right 
areas  at  the  right  time. 
— William  S.  Deakyne 
Pebble  Beach,  Calif. 

Sir:  The  entry  of  real  estate  develop- 
ers into  the  course  development  mar- 
ket has  inundated  the  field  with  peo- 
ple who  have  little  understanding  of 
course  development  and  operation 
and  look  only  to  increase  land  and 
housing  values  by  situating  them  on 
an  "exclusive"  country  club  site. 
— Hal  Hathaway 
Stei'enson,  Md. 


Death  of  the  salesman 

Sir:  Re  "Breaking  the  habit"  (Dec.  10, 
1990).  If  Ford  is  tired  of  paying  cus- 
tomers to  buy  cars,  why  doesn't  it 
simply  teach  dealers  how  to  sell 
them?  My  wife  attempted  to  trade  her 
1990  Mercury  Cougar  for  a  Lincoln 
Mark  VII.  After  two  days  of  confusing 
conversation  regarding  rebates,  trade- 
in,  interest  rate,  monthly  payments, 
etc.,  she  found  out  the  dealer  was  try- 
ing to  sell  her  a  lease  program  and  not 
a  car  as  she  requested. 

She  left  with  her  Cougar,  having 
been  convinced  that  buying  a  new  car 
is  just  too  confusing.  As  a  husband,  I 
am  happy — as  a  Ford  shareholder,  I 
am  very  disappointed. 
—Jack  W.  Schuh 
Sarasota,  Fla. 
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Macon  Presents  The  Fastest  Way 
To  Get  Your  Business  Rolling. 

By  road,  rail,  air  and  ocean,  Macon  is  ready  to  move  your  company  in  the 
right  direction.  It's  Georgia's  distribution  crossroads,  giving  you  fast-lane  access 
to  the  South 's  36-million  population.  And  you'll  be  close  to  Atlanta  International 
Airport,  which  puts  80%  of  U.S.  consumers  within  two 
hours  reach. 
,>^-        Macon  has  its  own  airports,  too,  and  piggyback 
13  iSm    rail  service  to  the  dcepwater  seaports  of  Savannah  and 
Brunswick. 

Plus,  with  its  skilled  work  force  and  strong  industrial  base,  Macon  is  a  great  place 

to  make  it,  as  well  as  move  it.  0^W^kW%0^W  tk. 

To  find  out  all  the  bottom-line  reasons  to  locate  in  uE^#Kd^\ 

Georgia,  please  write  us.  Or  call  404-656-9306.  The  State  Of  BusineSS  Today 

Macon.  Another  way  to  stnke  it  nch  in  Georgia.  ' 

Gcufsia  DcpjrImEnI  ul  Induslry.  Trjdc  S  Tuunsiii,  Depl.  I BS,  PO,  Box  1 776.  Alljcil.i,  GA  3030 1 . 
Photo  Courlpsy,  Georgia  Deparlmcnl  of  Archives  and  \  hsiory. 


"7^ 


■75^ 


Management 

Recruiters. 

No  excuses,  no  alibis 

Just  maximum 

recruiting 

performance. 


ft^^ 
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Performance,  riot  promises,  from  the  largest 

recruiting  firm  in  the  world.  Our  contingency  fee 

structure  assures  your  satisfaction.  Look  in  the 

white  pages  for  the  office  nearest  you. 

Imanagement 
recruiters 


MURPHY'S  LAWBREAKER. 

If  ever  there  was  a  car  with  a  reputation  for  working  Uke  it's 
'      supposed  to,  this  is  it.  The  Toyota  Camry.  The  most  trouble-free 
•    compact  car  for  the  third  year  in  a  row,*  and  a  welcome  reUef  from 

the  usual  uncertainties  of  automobile  ownership. 
' '  '     But  don't  mistake  Camry's  trouble-free  nature  for  a  lack  of  sophis- 
tication. From  a  powerful  16-valve  electronic  fuel-injected  engine  to 
ventilated  front  disc  brakes  and  rack-and-pinion  power  steering,  the 
CamryisoneofthemostadvancedpassengercarsyoucanbuyAddto 

that  the  fact  that  it's  aToyota,  and  you  have  just  about  the  perfect  car. 
Eat  your  heart  out,  Murphy 

"I  love  what  you  do  for  me" 
®  TOYOTA 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes  Jr.,  Editor-in-("hief 


IT  STARTED 

We  mustn't  let  up  until  both  Saddam  Hussein's  military 
machine  and  his  prestige  are  effectively  destroyed.  Any- 
thing short  of  this  will  cost  us  and  our  Arab  allies  dearly. 
That's  the  lesson  of  the  Suez  debacle  more  than  30  years  ago. 

When  Gamal  Abdel  Nasser,  Egypt's  fiery  nationalist 
dictator,  seized  the  Suez  Canal  from  Britain  and  France  in 
1956,  Prime  Minister  Anthony  Eden  concluded  that,  if  left 
unchallenged,  this  act  would  set  in  motion  forces  that 
would  topple  moderately  pro- Western  regimes  in  the  criti- 
cal Mideast.  At  the  same  time,  Nasser  was  stepping  up 
military  pressures  and  guerrilla  actions  against  Israel. 

That  fall,  with  the  backing  of  London  and  Paris,  Israel 
attacked  Egypt,  and  Britain  and  France  moved  troops  to 


WITH  SUEZ 

their  stolen  Canal.  Trouble  was,  they  hadn't  cleared  this 
action  with  the  U.S.,  and  a  petulant  Washington  proceeded 
to  torpedo  the  campaign.  The  threesome  pulled  back. 

This  ignominious  humiliation  of  the  British  and  French 
enormously  increased  Nasser's  prestige  and,  as  Eden  feared, 
neighboring  nations  felt  the  reverberations.  The  Iraqi  mon- 
archy was  overthrown;  the  politics  that  spawned  Saddam 
took  over.  Iraq  subsequently  tried  to  grab  Kuwait.  The 
British  finally  sent  soldiers  in  1 96 1  to  Kuwait  to  preserve  its 
independence.  We  forget  today  that  the  U.S.  landed  troops 
in  Lebanon  and  that  Britain  dispatched  forces  to  [ordan  to 
save  those  governments  from  a  Nasscrite  overthrow. 

This  time,  the  job  will  be  done  right. 


LITHUANIA 


The  Kremlin  crackdown  will  no  more  extirpate  the  desire 
for  freedom  in  Lithuania  than  it  did  in  Hungary,  Czechoslo- 
vakia or  Poland.  Independence  for  the  Baltic  states  will  be 
realized  quicker  if  the  West  responds  vigorously  to  this 
repression,  despite  our  absorption  with  the  Gulf. 

We  should  cancel  the  Summit  with  Gorbachev,  cut  off 
aid  and  other  credits  and  urge  Western  Europe  to  do  the 
same.  We  must  recognize  the  elected  governments  of 
Lithuania,  Estonia  and  Latvia  as  the  legitimate  authorities 


of  their  respective  countries,  treating  them  as  we  do  the 
Kuwaiti  government-in-exile.  We  should  take  a  cue  from 
the  AFL-CIO's  help  for  Solidarity  during  the  198()s  and 
actively  support  democratic  groups  in  those  countries. 

Force  alone  will  be  an  inadequate  glue  for  keeping  the 
Soviet  Empire  together.  Preserving  privileges  and  powers 
of  a  discredited  political  party  is  not  the  stuff  of  longevity. 
Using  Communist  Party  language,  Gorbachev  is  on  the 
wrong  side  of  history. 


1933? 


As  their  response  to  the  Bank  of  New  England  demon- 
strates, the  Feds  will  not  passively  sit  by  and  let  the 
financial  industry  implode.  Federal  deposit  insurance 
means  that  almost  every  individual's  money  is  safe.  More- 


over, the  economy  is  infinitely  stronger,  broader-based 
than  it  was  six  decades  ago.  The  real  threat?  What  Franklin 
Roosevelt  said  it  was  in  his  first  inaugural  address:  "The 
only  thing  we  have  to  fear  is  fear  itself." 


CNN  COVERAGE  OF  THE  WAR 

Extraordinary,  just  extraordinary.  CNN  will  richly  deserve  all  the  awards 
it  receives,  particularly  for  its  Baghdad  broadcasts  at  the  war's  start. 

MILITARY  PYRAMIDS 


The  Navy's  A- 12  aircraft  is  a  prime  example  of  a  weap- 
ons system  that  took  on  a  life  of  its  own  oblivious  to  cost, 
efficiency  and  effectiveness.  SBillions  were  wasted.  De- 
fense chief  Cheney  was  right  to  axe  it. 


It's  of  little  consolation  to  taxpayers,  but  this  bias  of 
government  for  gold-plating  armaments  is  nothing  new. 

If  you  ever  get  to  Stockholm,  you'll  see  a  vivid 
example  at  the  Wasa  Museum,  which  houses  a  nearly 
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400-year-old  warship  by  that  name. 
In  the  1960s,  in  an  incredible  feat  of 
archeological  and  nautical  engineer- 
ing, this  sunken  vessel  was  raised 
from  the  sea  and  largely  restored. 

The  Wasa  had  been  commissioned 
to  be  the  King  of  Sweden's  flagship  for 
his  incessant  wars  against  Poland  and 
the  Baltic  states.  Simplicity  went  by 
the  boards.  Wood  sculptures  of  im- 
pressive detail  adorned  the  ship.  An 
extra  deck  for  cannons  was  added  to 
humble  the  enemy.  Nothing  like  this 
ship  had  been  seen  before.  Everyone 


PENTAGON  SCRAPS 
$57 BILLION  ORDER 
FOR  ATTACK  PLANE^ 

-  New  York  Times 


was  caught  up  in  its  magnificence  and 
power;  no  one  paid  proper  heed  to  the 
fact  that  it  was  top-heavy. 

A  few  miles  from  port,  on  its 
maiden  voyage,  the  vessel  inglori- 
ously  capsized  and  sank.  As  happens 
today,  there  was  a  grand  investiga- 
tion and  a  lot  of  finger-pointing — and 
no  punishment  was  meted  out. 

There  is  no  A- 12  prototype  to  put 
into  a  museum.  But,  not  matching 
the  beauty  of  the  Wclsci,  it  wouldn't 
be  as  much  of  a  tourist  attraction 
anyway. 


PARENTS'  DEBT  TO  MILLI  VANILLI 

That  scandal  should  help  parents  hammer  home  to  their  kids  the  virtues  of  honesty  the  way 
their  forebears  did  to  youngsters  with  the  tale  of  George  Washington  and  the  cherry  tree. 


HIS 

Reviewers  mostly  booed  Ronald  Reagan's  memoirs.  An 
American  life  (Simon  &  Schuster,  $24.95),  trotting  out  all  of 
his  alleged  sins  to  disparage  his  presidency  and  to  dismiss 
his  accounting  of  it.  These  nasty  notices  tell  us  more  about 
the  writers  and  their  unshakable  biases  and 
blindnesses  than  they  do  about  the  Reagan  era 
or  this  book.  These  critics  sound  like  those 
Roosevelt-haters  of  a  half-century  ago  who  laid 
every  evil  of  the  world  at  FDR's  doorstep. 

Reagan  revived  the  American  economy,  end- 
ing the  malaise  that  began  with  the  Vietnam 
War.  His  tax  policies  fueled  a  technological 
boom  of  historic  proportions  that  will  change 
our  lives  the  way  the  Industrial  Revolution  did.  Real  after- 
tax incomes  at  all  levels  went  up.  Says  Reagan,  "I  don't  take 
credit:  The  American  people  did  it  themselves,  responding 
to  incentives  inherent  in  the  free  enterprise  system." 


THE  AUTOBIOGR, 


most  of  our  political  leadership  did. 

Debts?  The  nation's  assets  expanded  far  faster  than  its 
liabilities.  Military  spending?  Proportionately  it  never 
reached  the  level  it  had  in  the  1950s  and  1960s,  but  it 
was  enough  to  persuade  the  Soviet  Union  it 
had  to  change. 

Our  problems  today?  We  wouldn't  be  in  a 
recession  if  we'd  cut  taxes  in  1989  a  la  Reagan. 
The  banking  crisis?  Reviewers  don't  point  out 
that  Congress  is  the  guiltier  party  here. 

Missteps?  There  were  a  number,  such  as  sta- 
tioning those  Marines  in  Lebanon.  But  the  mis- 
takes don't  overshadow  his  considerable 
achievements.  Personal  shortcomings?  Reagan  was  not 
God,  but  neither  were  his  predecessors. 

Reagan's  easy-going,  colloquial  style  makes  it  easy  to 
dismiss  the  book's  comprehensiveness.  Have  critics  read 


He  recognized  the  importance  of  Gorbachev  long  before     other  presidential  memoirs?  This  one  compares  well. 

. .  .  AND  HERS 

while  Reagan's  memoirs  are  accused  of  being  too  dis-     Nancy  her  due  in  his  updated  classic.  Presidential  Power 
creet,  Mrs.  Reagan's  [My  Turn,  Dell,  $5.95)  were  pilloried  for     and  the  Modem  Presidents  (Free  Press,  $22.95).  He  says  that 

she  was  someone  that  a  President  badly  needs: 
a  totally  loyal,  disinterested  adviser  who,  very 
importantly,  had  an  unerring  sense  of  trouble. 
The  astrology  business?  Harmless,  says  Neu- 
stadt.  During  Iran-Contra,  CIA  Director  Wil- 
liam Casey  effectively  cut  off  Nancy.  From 
that,  Ncustadt  concludes:  "  'Never  let  your 
Nancy  be  immobilized'  could  be  a  rule  of 
thumb  for  future  Presidents." 


being  too  personal,  too  candid.  (Actually,  the 
book  is  intriguing  reading,  and  her  judgments 
mostly  insightful  and  fair.)  Not  since  Joan  of  Arc 
was  at  the  stake  has  a  woman  generated  as  much 
heat  as  Nancy  Reagan.  She  is  supposed  to  have 
been  the  master  manipulator  and  meddler  who 
did  her  husband  harm.  But,  her  stock,  like  her 
husband's,  will  rise  in  the  years  ahead. 

Nancy  Reagan  was  critical  to  her  husband's 


success.  Richard  Neustadt,  respected  expert  on  the  presi-         Historians  will  eventually  recognize  that  Mrs.  Reagan 
dency  and  no  fan  of  the  Reagan  Administration,  gives     immensely  benefited  her  husband — and  her  country. 
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when  we  are  very  young,  we  are  possessors  of  a 
splendid  gift:  a  mind  that  knows  no  limits. 

Faced  with  a  new  experience,  it  aflows  us  to  make 
discoveries,  gain  insights  -  and,  with  time,  learn  something 

more  of  the  world 
around  us. 

And,  if  were 
truly  fortunate,  we'll 
never  completely 
let  go  of  the  early 
innocence  that 
keeps  us  forever 
open  to  new  ideas. 
That's  why  since 
1976,  we've  ftinded 
and  provided  free-loan  educational  films  to  schools,  to 
awaken  a  young  person's  imaginative  spirit. 

Already  millions  of  students  have  seen  'American 
Enterprise,"  an  exciting  profile  of  U.S.  economic  history;  "The 
Search  for  Solutions"  on  science  and  problem  solving;  and 
"The  Challenge  of  the  Unknown,"  covering  mathematics,  all 
in  an  entertaining  and  involving  way 

Because  it's  our  desire  to  help  young  people 
realize  that  the  only  real  limits  to  leaming  are  the  ones  we 
make  for  ourselves. 

PHILLIPS  PETROLEUM COMPANYS 


To  leam  howyourlocal  school  can  obtain  these  films,  write  to:  Educational  Films,  Phillips  Petroleum  Company,  16C-4PB,  Bartles\'ille, 
Oklahoma  74004. 


WILL  A  SINGLE  EUROPEAN  CURRENCY  CREATE 

BUSINESS  OPPORTUNITIES  THERE,  OR 

JUST  STIFLE  CAPITAL  FORMATION  HERE? 
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Economic  change  opens  doors  for  some  and  closes  doors  on  others. 
Companies  with  the  agihty  to  take  advantage  of  change  often  get  a  real  edge 
on  their  competition. 

If  you're  looking  for  a  competitive  advantage  here  in  the  U.S.,  or  even  if 
you're  contemplating  overseas  expansion,  EDS  can  help.  With  computing  and 
commimications  systems  that  let  you  respond  faster,  improve  quality,  and 
reduce  costs. 

IS  MANAGING  YOUR  INFORMATION  MANAGING  YOU? 

Information  that  helps  you  achieve  your  business  goals  is  valuable. 
Information  for  information's  sake  is  not.  EDS  can  help  evaluate  your  informa- 
tion technology  to  make  sure  you  get  more  of  the  former  and  less  of  the  latter. 

ARE  YOUR  NEEDS  UNIQUE? 
EDS  has  an  unmatched  record  of  developing  systems  and  software  for  a 
business's  individual  needs.  Not  off-the-shelf,  one-size-fits-all  sohuions. 
No  other  systems  developers  have  as  much  experience  in  as  many  business 
areas  as  EDS. 

CAN  YOUR  SYSTEMS  REALLY  BE  INTEGRATED? 
For  over  28  years  we've  been  making  hardware,  software,  commimications, 
process  and  people  work  together  seamlessly.  You  won't  fnid  a  systems  inte- 
grator with  a  k:)nger  or  better  record  of  results. 

SHOULD  YOU  MANAGE  LESS  AND  LEAD  MORE? 
We  provide  systems  management  foi'  giant  industry  leaders  and  small  com- 
panies on  their  way  to  becoming  leaders.  So  we  can  help  manage  your 
information  systems  a  little  or  a  lot.  We  work  closely  with  your  people,  to  add 
resources,  new  technology  and  provide  flexibility,  so  you  can  focus  on  your 
core  business. 

CAN  EDS  PUT  INFORMATION  TECHNOLOGY  TO  WORK  FOR  YOU? 

Keeping  your  eyes  on  the  changing  business  environment  has  never  been  more 
important.  And  even  though  you  can't  control  change,  you  can  take  advan- 
tage of  it  with  EDS.  To  learn  more  about  how  we  might  help  you,  write  EDS, 
7171  Forest  Lane  FBI,  Dallas,  TX  75230.  Or  call  (214)  490-2000. 


TAKE     ADVANTAGE     OF     CHANGE^" 


Other  Comments 


Humanity's  Hope 

Maybe  future  Saddam  Husseins 
will  act  rationally  when  they  look 
back  on  how  the  Free  World  respond- 
ed to  the  first  real  challenge  to  the 
concept  of  collective  security  in  the 
post-cold-war  era. 

— Senator  Charles  Robb  (D-Va.), 

in  the  Senate  debate 

on  the  Gulf  resolution 

Strange  Animal 

"Europe  is  an  economic  giant,  a  po- 
litical dwarf  and  a  military  worm." 

— Belgian  Foreign  Minister 

Mark  Eyskens,  in  the  Belgian 

newspaper,  De  Standaaid 

Procurer's  Proclivity 

Stockholm,  summer  1628 — For 
three  years  [400  men]  had  worked  on 
building  the  Navy's  new  warship — the 
Wasa.  She  was  a  "royal  ship,"  the 
largest  type  of  naval  vessel,  and  the 
most  expensive  and  richly  ornament- 
ed one  built  in  Sweden  at  this  time.  By 
Aug.  10  everything  was  ready  for  the 
maiden  voyage.  The  weather  was  fine 
and  the  wind  light. 

In  a  letter  to  the  King,  the  Council 
of  the  Realm  described  the  subse- 
quent course  of  events:  "When  the 
ship  left  the  shelter  of  Tegelviken,  a 
stronger  wind  entered  the  sails  and 
she  immediately  began  to  heel  over 
hard  to  the  lee  side;  she  righted  herself 
slightly  again  until  she  approached 
Beckholmen,  where  she  heeled  right 
over  and  water  gushed  in  through  the 


gun  ports  until  she  slowly  went  to  the 
bottom  under  sail,  pennants  and  all." 
The  reason  for  the  disaster  must  be 
sought  in  the  defective  theoretical 
knowhow  of  the  period.  Shipbuilders 
were  incapable  of  making  construc- 
tion drawings  or  mathematical  calcu- 
lations of  stability.  Thus,  a  new  ship 
was  often  modelled  on  its  predeces- 
sor. But  this  ship  was  different.  The 
Wasa  was  more  massive,  and  had 
more  heavy  guns,  than  previous  ships. 
The  great,  beautiful  warship  was  foo 
large  and  foo  strong;  as  a  result,  she 
was  an  experiment.  It  was  not  uncom- 
mon in  olden  days — nor,  as  we  know, 
today — for  bold  innovations  to  fail. 

— The  Wasa  Catalogue,  Wasa 
Museum  and  author  Erling  Matz 

Ever-red 

The  tendency  of  government  and 

its  programs  to  grow  are  about  the 

nearest  thing  to  eternal  life  we'll  ever 

see  on  this  earth. 

— Ronald  Reagan,  An  American  Life 

I'll  Take  Vanilla 

The  savings  and  loan  industry's  pri- 
mary mission  is  to  collect  savings 
from  approximately  eight  families, 
combine  them  and  relend  them  to  one 
family  for  its  shelter.  Plain  vanilla, 
yes,  and  that  is  my  recommenda- 
tion— that  we  get  back  to  basics. 

No  brokered  jumbo  accounts,  no 
synthetic  mortgages,  no  junk  bonds, 
no  corporate  loans,  very  few  commer- 
cial mortgage  loans — just  consumer 


{^Yf^4^ 


savings,  home  mortgages.  The  many 
existing,  well-run,  thriving  institu- 
tions are  basically  in  this  eight-to-one 
mode.  I  can  think  of  no  institution 
that  gambled  on  exotic  investments 
that  won,  yet  there  are  more  than  a 
thousand  that  stayed  with  the  basic 
blocking  and  tackling  that  are  doing 
well  in  a  difficult  environment. 

— Postmaster  General  Anthony 

M.  Frank,  before  the 

Senate  Committee  on  Banking 

Converted  Boomers 

Baby  boomers,  many  of  whom  left 
mainstream  religious  practice  behind 
when  they  grew  up,  are  returning  to 
the  pews.  Alany  boomers  seek  a  spir- 
itual fulfillment  absent  from  their 
work  lives,  but  sometimes  the  ser- 
vice they  attend  requires  certain  de- 
tours from  tradition.  "If  we  use  the 
words  redemption  or  conversion, 
they  think  we're  talking  about 
bonds,"  says  the  Rev.  Jess  Moody, 
pastor  of  what  used  to  be  the  First 
Baptist  Church  of  Van  Nuys,  Calif. 
The  church  changed  its  name  to 
Shepherd  of  the  Hills,  and  Mr. 
Moody  moderated  the  evangelistic 
tone  of  his  sermons. 

— Washington  Times 


The  great  lesson  of  our  time 
is  that  evil  still  exists,  and 
when  evil  is  on  the  inarch, 
it  must  be  confronted. 

— Representative  Stephen  Solarz 

(D-N.T.).  in  the  House  debate 

on  the  Gulf  resolution 


Phrasemaker 

A  team  is  a  team  is  a  team.  Shake- 
speare said  that  many  times. 

— Dan  Devine,  football  coach, 

in  The  637  Best  Things  Anybody  Ever 

Said,  edited  by  Robert  Byrne 

Betty  Blooper 

The  "Voice  of  Peace"  |is]  Iraq's  ver- 
sion of  the  Tokyo  Rose  propaganda 
broadcasts  during  World  War  II.  The 
female  announcer — nicknamed  Bagh- 
dad Betty  by  U.S.  servicemen — tries 
to  shake  morale:  "G.I.,  you  should  be 
home.  While  you're  away,  movie  stars 
are  taking  your  women.  Robert  Red- 
ford  is  dating  your  girlfriend.  Tom 
Selleck  is  kissing  your  lady.  Bart 
Simpson  is  making  love  to  your  wife." 
Baghdad  Betty  is  shaking  the  G.I.'s  all 
right — with  laughter. 

— New  York  Times 
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Of  Discovery. 


Cognac.  Lart  De  M^HIell 


It  was  impossible.  Until  they  called  Lockheed, 


When  America  needs  to  break  technological  barriers,  it  comes 
to  Lockheed.  .   .,     ,     r-  ^ 

I  ^mUl^^^A  l^mAg>  Whether  it  is  the  first  sub-launched  ballistic  missile,  the  hrst 

LOCKllCCU  ICdUSi     Mach  3  jet,  the  first  stealth  fighter  or  the  first  jam-resistant  satellite, 


The  F117,  the  world's  first  stealth  fighter 


-r«««Sf«:?-''v: 


Lockheed  gets  the  call.  It's  our  legacy. 

Technological  leadership  is  what  sets  America  apart  from  the  rest 
of  the  world.  Lockheed  is  committed  to  maintaining  that  leadership, 
for  the  benefit  of  our  customers,  our  shareholders,  and  our  country. 


-^^Loekheed 
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HOTELS  8v  RESORTS 


A  hotel  is  oinJy  as  special  as  its  people  care  Id  make  it 


Even  the  grandest  hotel  takes  on  a  human  face  at 
check  in.  Hence,  the  people  of  Westin,  worldwide, 
are  mindful  of  the  fact  that  no  stay  can  be  consid- 
ered successful  until  we've  registered  with  our  guests. 
The  key  to  which  is  attentive,  personalized  service 
throughout  each  hotel,  in  a  manner  uniquely  caring, 
comfortable,  civilized. 


Robert  Radlach 
The  Westin  Canal  Place,  New  Orleans 


ACAPULCO  •  ATLANTA  •  BOSION  •  CALGARY  •  CANCUN  •  CHICAGO 

CHICAGO  (OHARE)  •  CINCINNATI  •  DALLAS  •  DENVER  •  DETROIT  •  EDMONTON 

EL  PASO  •  FORT  LAUDERDALE  •  GUADALAJARA  •  GUATEMALA  CITY  •  HILTON 

HEAD  ISLAND  •  HONG  KONG  •  HOUSTON  •  INDIANAPOLIS  •  IXTAPA  •  KANSAS 

CITY  •  KAUAI  •  KYOTO  •  LOS  ANGELES  •  MANILA  •  MANZANILLO  •  MAUI 

MAZATLAN  •  MEXICO  CITY  •  MONTERREY  •  NAPLES,  FL  •  NEW  ORLEANS 

NEW  YORK  .  ORANGE  COUNTY  •  ORl.ANDO  •  OTTAWA  •  PHOENIX  •  PITTSBURGH 

PUERTO  VALLARTA  •  PUSAN  •  RANCHO  MIRAGE  (PALM  SPRINGS  AREA) 

SALTILLO  •  SAN  FRANCISCO  •  SAN  FRANCISCO  AIRPORT  •  SAN  SALVADOR  •  SEATTLE 

SEOUL  .  SHANGHAI  •  SINGAPORE  •  TOKYO  •  TORONTO  •  TUCSON  •  TULSA 

VAIL  •  VANCOUVER  •  WASHINGTON, DC.  •  WINNIPEG 


Call  your  travel  consultant  or  800-228-3000. 

Earn  points  toward  exciting  Westin  vatations  by  joining  Westin  Premie,  our  frequent  guest  program.  United  . 
Airlines  Mileage  Plus,  Air  Canada  Aeroplan.  Northwest  Airlines  WORLDPERKS,  and  USAir  Frequent 
Traveler  members  earn  miles  at  participating  Westin  Hotels  &"  Resorts. 


Commentary 

on  Events  at  Home  and  Abroad 

By  CasparW  Weinberger,  Publisher 


WAR  IN  THE  GULF 


The  President  and  our  military  forces  are  doing  what  has 
to  be  done — and  we  can  do  no  less  than  support  them  to  the 
hillest.  There  are  some  things  that  cannot  be  compromised 
or  negotiated.  One  who  practices  naked,  brutal  aggression, 
kills  thousands  of  people  and  loots  a  small  neighbor  must 
disgorge  the  fruits  of  his  aggression  and  theft. 

THE  EIGHTIES— AN  ERA  OF 

In  a  short  time,  if  no  one  sets  forth  any  contrary  view, 
the  decade  of  the  1980s  will  be  branded  as  a  period  of  greed, 
self-aggrandisement  and  selfishness.  This  is  an  attempt  to 
set  forth  some  contrarian  views  before  we  retreat  again 
into  an  era  of  self-abasement  and  resume  the  orgy  of 
blaming  America  first  that  dominated  the  1970s. 

At  the  outset,  it  should  be  acknowledged  that  in  the 
Eighties,  as  in  every  decade  of  our  history,  there  were  some 
criminals  committing  crimes.  There  were  people  who 
took  advantage  of  others,  and  people  who  had  only  their 
own  interests  at  heart.  I  suggest  that  this  number  was 
neither  larger  nor  more  prevalent  during  that  decade  than 
in  any  other  time  of  our  history,  and  that  it  is  quite 
irresponsible  to  denounce  a  whole  period  because  a  few 
less  than  worthy  citizens  engaged  in  criminal  and  other 
reprehensible  behavior. 

Here  are  some  good  things  that  happened  during  the 
period  of  the  1980s:  Once  it  became  clear  that  the  Admin- 
istration would  secure  the  tax  cuts  it  had  promised,  the 
recession  of  1981  ended,  and  we  embarked  upon  an  unin- 
terrupted eight  years  of  major  economic  growth  and  pros- 
perity. Unemployment,  inflation  and  interest  rates  were 
reduced,  as  was  our  tax  burden.  An  era  that  brought  great 
benefits  to  many  and  enabled  them  to  help  others  should 
not  be  designated  an  era  of  greed  simply  because  of  a  few 
miscreants. 

The  problem,  of  course,  was,  and  is,  that  the  economic 
policies  of  the  Reagan  Administration  violated  most  of  the 
conventional  wisdom,  and  that  required  the  high  priests  of 
conventional  wisdom  to  denounce  the  policies  that  had 
achieved  the  economic  goals  we  all  seek. 

Capitalism  and  free  market  economics  have  always 


Our  only  course,  if  we  want  to  stop  future  aggression 
and  keep  the  resources  we  need  in  safe,  reliable  hands,  is  to 
drive  Iraq  out  of  Kuwait.  It  must  also  give  reparations  to 
the  restored,  legitimate  government  of  Kuwait,  and  it  is 
essential  that  Iraq  not  be  left  with  the  power  to  reinvade 
Kuwait  a  few  weeks  after  we  leave. 

COMPASSION,  NOT  GREED 

taught  that  if  individuals  arc  free  to  pursue  their  own  bent, 
restrained  only  from  taking  courses  that  injure  other  peo- 
ple, the  gains  of  each  individual  will  benefit  us  all  and  lift 
the  quality  of  life  for  everyone. 

Certainly  in  the  Eighties,  we  secured  a  general  level  of 
employment,  prosperity  and  low  inflation  that  was  far 
above  anything  government-planned  economies  in  other 
parts  of  the  world  have  ever  achieved.  The  socialist  experi- 
ments both  East  and  West  of  the  Iron  Curtain  have  failed. 

It  is  not  governments  but  people  who  are  compassionate 
and  caring.  We  do  not  derrfonstrate  our  largeness  of  spirit 
and  generosity  only  by  supporting  ever  larger,  impersonal 
government  programs. 

In  the  U.S.  in  1988,  individuals  contributed  nearly  $87 
billion  to  charitable,  nonprofit  institutions,  more  than 
double  the  $40  billion  given  in  1980,  the  beginning  of  the 
so-called  era  of  greed.  In  1989  the  amount  approached  $  1 1 5 
billion.  Private  individuals  consistently  provide  more  than 
80%  of  all  philanthropic  donations.  Also  in  1989,  58%  of 
our  much  criticized  teenagers  performed  volunteer  work, 
4%  more  than  the  number  of  adult  volunteers.  More  than 
half  our  youths  also  donated  an  average  of  $46  each. 

It  was  not  any  government-ordered  program  that 
brought  about  charitable  giving  in  the  1980s.  As  prosperity 
increased,  so  did  our  willingness  to  give. 

Of  course,  not  all  governmental  programs  are  bad.  Only 
government  can  defend  us  from  attack,  for  example. 

Conservatism,  capitalism,  free  enterprise  are  the  poli- 
cies that  allow  us  to  realize  and  use  the  best  that  is  in  us 
all.  It  helps  no  one  to  brand  an  era  which  was  marked  by 
demonstrated  generosity  and  the  success  of  free  enterprise 
policies  as  simply  one  of  greed  and  selfishness. 
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Okay,  this  is  a  performance  lux\ 
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Where's  the...  well,  well,  these  seats;:  $00^-0)^^^        The  leather 


wraps  around  you.  Very  gracious:  ^  .        ,  •  ; 

."•.-■■••      "    \»      «■ ; 

And  everything's  right  atmyfingerti 
Automatic  temperature  control  Automatic  sunroof  Wo^driver  memory 

-•-*■,  ■•-\  ---..       -^  ---,      •,,..■ 

steering  wheel  and  seat  control  Bose®  Audio  System  .Everything 

You  know,  these  lines  are  very  graceful  M  clutter.  , 
Form  follows  function  follows  form,  as  they  say.  ... .  ^  "•'.■•  ";. 
So,  what  is  that  nice  hum  I  hear. ^  It's  either  me  or  the  278  hp,V8  engine 
To  find  out  more  about  or  test  drive  the  Infiniti  Q45    . 
^  pmformance  luxury  sedan,  call  1-800-826-6500  for  the  name  of  your 
newest  Infiniti  dealer  ,.  "V 


f*:..:-''.  'h:  ■  %. 
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Selected  by  Road  &  Track  Magazine  as  one  of  the  Ten  Best  Cars  In  The  World: 


lalo 


ZENITH  DATA  SYSTEMS  INNOVATES  AGAIN  ^ 

The  #1  laptop  brand  in  America*  brings  you  the  SlimsPort™  286  laptop 
PC— for  uncompromising  286  power  and  VGA  graphics. 

Whether  you're  just  waiting  out  a  layover  at  LaGuardia  or  just  laying  down  the 
groundwork  for  a  new  pet  project,  with  SlimsPort  286,  you're  always  ready  to  hit  the 
ground  running.  At  just  9V4  pounds,  it's  the  perfect  full-function  laptop  for  the 
manager  on  the  run. 

It  offers  VGA  video  and  a  backlit,  fluorescent  black-on-white,  full-size  LCD  display 
that's  ideal  for  graphical  user  interface  computing.  So  you'll  always  have  a  bright, 
clear  view  of  the  big  picture.  And  with  Zenith  Data  Systems' 
Intelligent  Power  Management™  System,  SlimsPort  286  puts 
power  usage  in  your  control  so  you  can  extend  its  Z^k  hours 
of  battery  life  even  longer 

If  your  job  demands  full-size  286  performance  in  a 
downsized  laptop,  carry  away  the  SlimsPort  286  laptop 
PC.  Once  you  do,  you'll  wonder  how  you  ever  managed 
without  it. 

For  more  information  and  the  name  of  the  Medallion 
Reseller  nearest  you,  call  1-800-523-9393. 

ZBNiTH 

data  systems 

Groupe  Bull 


It*  Ml 


•Source:  1990  Dataquest  estimate  for  U.S.  battery-powered  laptops.  Graphics  simulate  Microsoft*  Windows™  version  3.0.  a  product 
of  Microsoft  Corporation.  Intelligent  Power  Management  is  a  trademark  of  Zenith  Data  Systems  Corporation. 


What^s  Ahead  for  Business 


Edited  by  Howard  Banks 


Is  Japan  now 

the  world's  largest 

manufacturer? 


The  keiretsu 
advantage 


WILL  JAPANESE  CAPITAL  REMAIN  CHEAP? 

Manufacturing  output  in  Japan  in  1990  was  around  $900  billion, 
says  the  Japanese  government.  That's  in  dollar  terms,  of  course,  and 
the  yen  has  appreciated  roughly  50%  against  the  dollar  since  1986.  But 
Japan  is  close  to  overtaking  manufacturing  in  the  U.S. 

Given  that  Japan  has  been  investing  roughly  tw^ice  as  much  per  worker 
in  new  plant  and  equipment  as  the  U.S.  since  1988,  the  trend  is  clear. 
It's  even  clearer  considering  that  in  relation  to  gnp,  Japan  is  now 
investing  more  in  private  research  and  development  than  the  U.S. 

Japan-bashers  allege  that  this  results  from  Japan's  low  cost  of  capital, 
for  which  they  blame  rigged  markets,  subsidies  or  an  antisocially  high 
savings  rate.  But,  says  David  Scharfstein  of  mit's  Sloan  School  of 
Management,  "Simple  interest  rates  do  not  tell  the  tale."  Much  more 
important  is  Japan's  institutional  framework. 

The  benefit  of  this  framework  emerges  in  two  examples,  says 
Scharfstein.  First,  companies  that  are  part  of  a  keiretsu  industrial  group 
can  sustain  capital  investment  through  difficult  times  better  than 
independent  companies.  According  to  a  Scharfstein  study,  when  cash 
flow  declined  by  comparable  amounts,  independent  companies  cut 
investment  spending  by  ten  times  as  much  as  those  in  keiretsu,  which 
cut  it  barely  at  all. 

And  look  what  happens  to  Japanese  companies  that  get  into  serious 
difficulties,  especially  those  in  keiretsu.  Because  of  the  close  relation- 
ships, it  is  normal  for  the  banks  to  renegotiate  their  loans.  In  a 
comparable  group,  half  of  the  U.S.  companies  filed  for  bankruptcy,  but 
no  Japanese  firm  did.  It  also  appears  that  the  keiretsu-iclsitcd  companies 
in  trouble  continued  to  invest  at  a  relatively  high  level. 


A  convergence 
of  trends 


Theory  suggests  that  as  financial  markets  become  more  global, 
interest  rates  should  converge.  So  they  have.  Back  in  1986  Japan's 
major  companies  were  borrowing  on  average  at  5.5%,  while  U.S.  aaa 
corporate  bonds  cost  9.1%.  Today  the  figures  are  7.4%  and  8.9%, 
respectively. 

Japanese  banks'  share  of  corporate  debt  fell  from  85%  in  1975  to  a 
recent  50%,  with  new  equity  capital  filling  the  gap.  It's  not  clear  which 
way  the  shares  will  go  now  that  Japanese  banks  are  under  international 
pressure  to  operate  more  profitably  at  a  time  when  the  Japanese  equity 
market  has  sagged. 

Right  now,  the  Japanese  financial  system  is  moving  away  from  such 
claustrophobic  relationships  as  keiretsu.  And  the  Bush  White  House 
proposes  to  allow  much  closer  relationships  between  U.S.  banks  and 
other  companies.  The  main  concern  is  to  get  new  capital  into  U.S. 
banks.  But  a  welcome  side  effect  should  be  to  reduce  the  U.S.  cost  of 
capital.  Conclusion:  Expect  capital  cost  differentials  between  the  two 
countries  to  narrow  further. 
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The  Forbes  Index 
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At  least  stagflation  isn't  back — yet.  The  current  economic 
downturn  is  not  accompanied  by  the  runaway  prices  of  the 
1974  and  1981  recessions.  At  the  retail  level  the  consumer 
price  index  rose  0.2%  in  November.  Wholesale  prices 
declined  0.8%  in  December.  This  drop  in  the  seasonally 
unadjusted  producer  price  index  (finished  goods)  is  the 
largest  since  March  1986.  For  the  year,  the  producer  price 
index  increased  5.6%,  against  a  4.9%  gain  in  1989.  The  all- 
commodity  producer  price  index,  which  measures  whole- 
sale prices  in  all  stages  of  production,  rose  5%  in  1990. 


other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

9.25% 

Auto  sales  year  to  date  vs.  1989' 

Ward's  Automotive 

-2.6% 

Index  of  leading  indicators  November  vs.  October 

Oept  of  Commerce 

-1.2% 

Trade  balance  12  months  ended  October  1990 

Oept  of  Commerce 

-$103  bil 

All-commodity  producer  price  index  Dec  vs.  1989^ 

DepI  of  Labor 

5.0% 

GNP  3rd  quarter  vs.  2nd— annualized  growth 

Dept  of  Commerce 

1.4% 

NBER  Experimental  Recession  Probability  Index^ 

Natl  Bureau  of  Economic  Research     14.0% 

'  U  S.-based  manulacturers,  excludes  imports,  as  of  12/31/90       '  Wholesale  goods. 

'  November  1990. 

Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements;  Total  industrial 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  Installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
U.S.  government  data.  The  last  14  months'  data  for  each 
series  are  presented  below. 


Industrial  production  Index  (198/  =  luO) 
seasonally  adjusted  (Federal  Reserve) 


New  unemployment  claims  average  tor  month 
(thousands)  seasonally  adjusted  (Oept.  of  Labor) 


I  Services     0  Total  index 


115    '- 

Consumer  price  indexes  (1982-84  average  =  100) 
all  urban  consumers,  unadjusted  (Dept.  of  Labor) 


New  housing  starts  (thousands)  privately  owned, 
unadiusted  (Dept.  of  Commerce) 


155 


Retail  sales  ($billions) 

seasonally  adjusted  (Dept.  of  Commerce) 


250 

1  Inventories     Q  New  orders 
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Manufacturers'  new  orders  and  Inventories 

(Sbillions)  seasonally  adjusted  (Dept.  of  Commerce)  , 

2760 


2700 


2640 


2580 


Personal  Income  ($billions)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept.  of  Commerce) 


739 


726 


713 


700 


Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 


1  1  1 

0  N    D    J 
1989 

1     1     1     1     1 

F    IVI   A    M   J     1 
1990 

1     1     1     1 

A    S    0    N 

1     1     1 
0  N    D   J 
1989 

1     1     1     1     1 
F    M  A    M  J    J 
1990 

1     1     1     1 
A    S    0    N 

1     1     1 
0  N    D   J 
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1     1     1     1     1 
F    M   A    M   1     J 
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1     1     1     1 
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Good  ideas  do  grow  on  trees. 


Even  if  the  glass  breaks, 
there  is  no  leakage. 
Schott's  bottles  have  a 
plastic  coating  to  keep 
valuable  fluids  contained 
and  to  protect  people 
against  hazardous 
chemicals. 


When  a  ripe  coconut  falls  from 
the  tree,  the  drop  can  be  as 
much  as  a  hundred  feet. 

It  would  certainly  break  if 

nature  hadn't  provided  it  with 
effective,  built- in  protection.  The 
thick,  fibrous  husk  encasing  the 
hard-shelled  nut  cushions  the 
soft  core  of  meat  in  case  the 
landing  is  bumpy. 
Schott's  "Duran"  labo- 
ratory bottles  feature  similar 
protection.  They  are  made  of 
chemically  resistant  borosili- 
cate  glass  with  a  transparent 
plastic  coating. 
Should  the  glass  break. 


liquids  from  leaking  out, 

Our    laboratory    bottles 

are  totally  dependable  -  even  for 
containing  hazardous  and  highly 
corrosive  chemicals.  They  pro- 
vide a  high  degree  of  safety  and 
security  for  technicians  and 
equipment  alike. 

Plastic  coated  laboratory 

bottles,  available  from  Schott 
America,  are  justone  example  of 
how  Schott's  innovative  devel- 
opment responds  to  specific 
needs.  In  today's  world,  special 
glass  helps  keep  technology 
advancing. 
Schott  worldwide:  50,000 


ties,  represented  in  more  than 
100  countries,  with  over  $1 
billion  in  sales. 

Schott  in  North  America: 

11  companies  employing  more 
than  1,800  people. 

Would  you  like  to  know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F25,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


a  SCHOTT 

this    coating    keeps    valuable      products,  50  production  facili-      Nobody  knows  more  about  glass. 


Forbes 


The  U.S.  and  Western  Europe  tried  to  help  the  cause  of  Soviet 
reform  by  pandering  to  Gorbachev's  government.  As  the  repres- 
sion in  the  Baltics  shows,  the  cause  would  have  been  better  served 
had  we  been  tougher  with  the  Kremlin. 

The  myth  of  good 
Czar  Gorbachev 


By  Vladimir  Kvint 


In  failing  to  press  Gorbachev  on  be- 
half of  Lithuanian  freedom,  the  West- 
em  governments . . .  unwittingly 
brought  to  a  halt  the  further  progress  of 
perestroika.  President  Bush  and  his  al- 
lies . . .  have  strengthened  the  hands  of 
those  in  the  Soviet  Unit  n  who  are  trying 
to  stop  the  movement  c  progress. " 

So  wrote  Vladimir  Ki  nt  in  an  almost 
prophetic  Forbes  article.  "V.ie  best  way  to 
help  Gorbachev  is  to  mai  e  life  difficult  for 
him"  (June  11,  1990).  I'vint's point  was 
simple  and  blunt:  By  ins  sting  Gorbachev 
move  toward  reform  and  freedom  we 
would  strengthen  his  ham-   n  the  difficult 


Job  of  curbing  communist  extremists  and 
centralists,  by  easing  up  we  reduce  his 
need  to  crack  down  on  the  hard-liners. 
This  dire  prophecy  was  redeemed  in  a 
shower  of  lead  and  a  clanking  of  tank 
treads  last  month  in  Lithuania. 
What  does  Kvint  see  now?' 

In  1991  the  name  "U.S.S.R."  will  dis- 
appear from  the  political  map  of  the 
world.  It  would  be  interesting  to 
know  what  the  Norwegian  Nobel 
Committee  now  thinks  of  last  year's 
winner,  Mikhail  Gorbachev. 

Until  January  this  revolution  could 
have  been  peaceful.  But  unwavering 
Western  support  for  Gorbachev  and 


Lithuanians  rallying  in  Vi/iiius  against  Moscow  last  month 

Gorbachev  tested  the  waters  last  spring.  The  tanks  got  a  green  light. 


centralized  Soviet  power  have  strength- 
ened the  hard-liners  and  increased  the 
chance  of  a  bloody  civil  war. 

Last  spring  Gorbachev  imposed  an 
economic  blockade  on  Lithuania.  In 
this  way  he  tested  the  reaction  that 
might  come  from  the  West  were  he  to 
back  down  on  reform.  Then,  at  the 
summit  in  May,  President  Bush  ac- 
cepted several  promises  from  Gorba- 
chev. Gorbachev  never  fulfilled  them. 
The  law  on  freedom  of  travel  and  im- 
migration, for  example,  was  not- 
passed  even  though  Gorbachev  prom- 
ised to  adopt  it  in  June,  right  after  the 
summit.  Thus  the  green  light  for  to- 
day's tanks  appeared  then,  in  May. 

Gorbachev  is  a  master  manipulator 
of  Western  opinion.  He  will  fire  the 
generals  who,  he  claims,  gave  the  or- 
der to  put  down  Lithuania  behind 
Gorbachev's  back. 

In  doing  this,  Gorbachev  will  be 
repeating  an  ancient  Russian  drama. 
For  centuries,  Russian  serfs  believed 
in  the  image  of  the  "kind"  czar.  They 
believed  that  everything  wicked  was 
done  by  his  evil  ministers,  acting  be- 
hind his  back.  "If  only  the  czar  knew" 
was  an  emotion  that  helped  countless 
Russians  rationalize  the  state's  irra- 
tional brutality  against  them.  Many 
of  those  who  knew  about  Stalin's 
atrocities  believed  that  he  was  un- 
aware of  them.  He  was  a  "good  czar." 
So  is  Gorbachev;  only  his  generals  and 
ministers  are  wicked. 

Only  this  time  the  Western  leaders 
behave  like  the  Russian  serfs.  By  mak- 
ing Gorbachev  the  beloved  child,  they 
allowed  him  to  become  a  despot. 

Yes,  a  despot.  The  latest  news,  ig- 
nored or  not  comprehended  by  the 
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Sonet  panit)-o(jfx'rs  outside  tlw  pcoiiatyient  huiUUu}^  in  Vilnius 

Gorbachev,  the  Nobel  Peace  Prize  winner,  has  tried  to  distance  himself  from  the  order. 


Western  press,  is  that  Gorbachev 
abohshed  the  President's  Council  ear- 
ly in  January.  Now  Aleksandr  Yakov- 
lev,  the  main  promoter  of  democracy 
in  Gorbachev's  team,  is  out  of  a  job. 
And  in  December  Gorbachev  fired  Va- 
dim  Bakatin,  the  minister  of  the  inte- 
rior, who  apparently  disagreed  with 
Gorbachev's  plan  of  suppression  for 
Lithuania  and  other  rebellious  repub- 
lics. After  .Bakatin's  sacking.  Foreign 
Minister  Eduard  Shevardnadze  broad- 
cast to  the  world  his  fears  about  the 
coming  dictatorship.  The  Western 
World  regretted  the  resignation  but 
pretended  it  didn't  hear  his  warning. 

There  are  now  democratically 
elected  parliaments  in  7  out  of  15 
republics.  In  these  parliaments  lies 
big  potential  for  democracy.  But  this 
potential  cannot  be  realized  in  a  des- 
potic country  and  that  is  why  civil 
war  is  now  almost  inevitable. 

While  it  may  fool  naive  Westerners, 
the  image  of  the  kind  czar — Gorba- 
chev in  his  latest  incarnation — can- 
not deceive  people  in  the  U.S.S.R.  any 
longer.  The  real  disintegration  of  the 
U.S.S.R.  will  start  sometime  between 
March  and  October  of  this  year,  when 
hunger  and  economic  crisis  will  reach 
their  peaks.  Lithuania,  Azerbaijan, 
Armenia,  Georgia  and  Moldavia  will 
be  the  fuses  of  the  explosion. 

By    my    estimate,    approximately 


12%  of  the  country's  territory  could 
be  enveloped  in  civil  war.  There  is 
little  hope  that  it  won't  be  bloody. 

At  any  rate,  perestroika  is  dead.  But 
perestroika  was  a  naive  notion,  any- 
way. It  means  "reconstruction,"  but 
reconstruction  could  not  help  social- 
ism to  survive.  In  any  case,  Gorba- 
chev and  his  allies  never  forswore  so- 
cialism or  even  communism. 

Gorbachev's  timing  has  been  so- 
phisticated. He  made  good  use  of  the 
approaching  war  in  the  Persian  Gulf. 
It  is  clear  that  President  Bush  is  wor- 
ried about  retaining  Gorbachev's  sup- 
port, but  at  this  point  there  is  no  rea- 
son for  Bush  to  worry.  Gorbachev  can- 
not back  Saddam  Hussein:  He  needs 
Western  capital  and  technology;  and 
by  changing  his  position  on  the  Per- 
sian Gulf,  Gorbachev  could  incur  the 
real  wrath  of  the  West.  This  is  some- 
thing he  is  truly  afraid  of. 

For  Western  businessmen  interest- 
ed in  doing  business  in  the  Soviet 
Union,  now  is  a  time  for  caution  but 
not  paralysis.  Some  of  the  new  inde- 
pendent republics  will  voluntarily  en- 
ter a  new  confederation.  They  will 
delegate  to  it  some  political  responsi- 
bilities. The  confederation  will  also 
deal  with  nuclear  arms  and  military 
strategy.  But  Gorbachev  and  his 
crowd  will  probably  end  up  as  figure- 
heads. Boris  Yeltsin  and  the  leaders  of 


the  other  republics  are  the  people  to 
deal  with  in  the  U.S.S.R.  now — both 
for  foreign  governments  and  for  busi- 
ness people  hoping  to  get  a  foothold. 
Yeltsin  now  is  popular  in  all  the  re- 
publics, and  not  in  Russia  only.  His 
main  fask  is  to  revive  Russia  and  to 
rebuild  tics  with  the  other  republics, 
without  the  center.  Yeltsin  under- 
stands that  revival  is  impossible  with- 
out integration  with  the  West.  Under 
him  the  Russian  parliament  has  al- 
ready adopted  the  best  legislation  as 
to  the  protection  of  Western  capital. 

What  should  the  U.S.  do?  Stop  all 
economic  aid  and  loans  to  the  central- 
ized U.S.S.R.  government;  this  aid  is 
senseless.  This  would  involve  sus- 
pending the  trade  agreement  signed  at 
the  spring  summit  until  all  Gorba- 
chev's promises  are  fulfilled.  Nor 
should  there  be  any  new  meetings 
with  Gorbachev  until  he  provides  a 
new  union  treaty — signed  by  the  re- 
publics voluntarily,  and  not  with  a 
tank  muzzle  at  their  heads.  The  U.S. 
and  the  other  Western  countries 
should  loudly  and  firmly  condemn 
the  invasion  of  Lithuania  and  estab- 
lish direct  contacts  with  the  demo- 
cratic republics  and  their  parliamen- 
tary governments.  In  continuing  to 
back  Comrade  Gorbachev,  the  U.S. 
is — not  for  the  first  time  in  recent 
history — backing  the  wrong  horse.  ■ 


FORBES,  FEBRUARY  4,  1991 


37 


I. 


By  Dyan  Machan 
and  Jason  Zweig 


When  an  LBO  goes  bad,  can  the  buyer  a)  id 
bis  creditors  demand  some  of  their  money 
back?  In  some  cases  they  can. 


LBO  department, 
refund  division 


their  profits  from  selling  the  company 
to  its  Esop,  the  debt  the  esop  took  on 
to  buy  the  stock  was  too  great  when 
its  Hide-a-Bed  business  failed  to  meet 
projections,  ultimately  forcing  the 
company  into  a  restructuring. 

It  IS  kind  of  like  selling  someone 
your  house,  but  then,  when  the  fur- 
nace breaks  down  and  the  roof  falls  in, 
you  agree  to  give  him  back  part  of  the 
purchase  price.  Chambers  and  the 
Wesray  crowd  and  Simmons  manage- 
ment apparently  did  so  voluntarily; 
Chambers,  who  has  retired  from  deal- 
making  and  IS  devoting  his  life  to 
helping  disadvantaged  children,  has 
long  held  that  esops  are  the  best  way 
to  broaden  capital  ownership.  Says 
Simmons  President  Robert  Magnus- 
son:  "It  is  the  right  thing  to  do.  We 
[Simmons  management  and  Wesray] 
are  getting  nothing  out  of  it — except 
maybe  to  sleep  at  night." 

But  what  Chambers  is  doing  out  of 
conviction,  others  may  well  soon  be 
forced  to  do.  If  government  agencies 


1ATER  THIS  MONTH,  the  inVCStOtS 
_  who  made  a  fast  S144  million 
I  two  years  ago  selling  Simmons 
Co.  to  an  employee  stock  ownership 
plan  will  give  over  a  third  of  that  back 
to  the  company.  Wesray  Capital  Corp. 
and  18  members  of  Simmons'  man- 
agement will  forgive  more  than  $50 
million  of  preferred  stock  and  subor- 
dinated debt  they  received  by  selling 
to  the  ESOP.  Furthermore,  Wesray  co- 
founder  Ray  Chambers  will  contrib- 
ute more  than  $5  million  from  his 
personal  funds  to  the  esop. 

Such  generosity.  Investment  bank- 
ers giving  back  profits?  One  Wesray 
partner  explains:  "This  is  the  distinct 
recognition  of  the  need  to  fix  a  prob- 
lem even  after  the  company  has  been 
sold — not  to  let  the  chips  fall  where 
they  may." 

The  problem  that  needed  fixing:  Af- 
ter  Wesray    and    management    took 


can  find  evidence  of  fraud  in  leveraged 
buyouts  involving  employee  stock 
ownership  plans,  they  can  unwind  an 
LBO  and  force  a  disgorgement  of  prof- 
its. Why  is  the  federal  government 
involved?  Because  the  Department  of 
Labor  and  the  irs  have  jurisdiction 
over  ESOPS.  Says  Alan  Lebowitz,  depu- 
ty assistant  secretary  of  the  Pension  & 
Welfare  Benefits  Administration: 
"We  can  destroy  the  whole  transac- 
tion, and  that  would  result  in  extraor- 
dinary losses  to  some  people." 

Some  ESOP  deals  are,  in  effect,  rele- 
veraged  buyouts.  An  already  heavily 
indebted  company  incurs  more  debt 
to  finance  its  sale  to  an  esop,  which 
secures  preferential  tax  treatment  for 
all  parties  in  the  transaction. 

esops  arc  not  the  only  parties  who 
may  demand  givebacks  on  leveraged 
deals.  "It's  irresistible,"  says  one  vet- 
eran bankruptcy  attorney.  "When 
you're  a  bondholder  looking  at  much 
less  than  lOO-cents-on-the-doUar  re- 
coveries, and  the  company  itself  ap- 
pears incapable  of  responding  to  the 
debts  owed,  then  you  look  to  see  who 
else  has  a  deep  pocket."  Meaning  the 
chap  who  sold  you  the  property. 

One  opportunity  surfaced  in  late 
December  when  Revco  D.S.  bank- 
ruptcy examiner  Barry  Zaretsky  said 
that  the  legal  concept  of  fraudulent 
conveyance  could  be  applied  to  in- 
vestment bankers  and  other  advisers 
who  profit  from  a  transaction  that 
goes  bad.  They  could  be  forced  to  dis- 
gorge fees,  says  Zaretsky.  That  could 
put  hundreds  of  millions  of  dollars  in 
Wall  Street  fees  at  risk. 

If  Charter  Medical  Corp.'s  pending 
exchange  offer  is  unsuccessful,  credi- 
tors of  the  troubled  Georgia-based 
hospital  company  will  likely  try  to 
force  Chairman  William  A.  Fickling 
Ir.  to  relinquish  some  of  the  profit  he 
made  by  cashing  in.  He  sold,  for  $80 
million,  stock  in  his  company  that  he 
had  acquired  less  than  1  Vi  years  earli- 
er for  an  estimated  $69  million.  The 
buyer  was  Charter's  esop.  Just  one 
month  after  Fickling  cashed  in,  the 
company  announced  that  it  had  un- 
covered inaccurate  accounting  prac- 
tices that  led  to  an  immediate  $28 
million  charge  against  earnings. 

Ray  Chambers'  voluntary  giveback 
may  well  nudge  other  fat-cat  deal- 
makers  to  set  up  giveback  funds. 
Whether  they  should  be  held  respon- 
sible is  an  interesting  legal  and  moral 
question.  It  can  well  be  argued  that 
the  buyers  and  lenders  were  big  boys 
and  should  have  known  what  they 
were  getting  into.  At  the  very  least, 
however,  the  new  trend  will  make  a 
lot  of  dealmakers  very  nervous.  ■ 
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A  wallflower  in  the  corporate  mating 
dance,  Martin  Davis  Paramount  Commu- 
nications cant  seem  to  find  a  suitable 
suitor.  How  come? 


Mr.  Lonelyhearts 


By  Kathryn  Harris 


IN  THE  RACE  to  build  a  major  enter- 
tainment conglomerate,  Para- 
mount Communications  Inc.  has 
fallen  behind  the  likes  of  Matsushita, 
which  recently  bought  mca,  Inc.,  be- 
hind Sony,  which  bought  Columbia 
Pictures,  and  behind  Time  Warner, 
which  merged  last  year.  During  all 
this.  Paramount  Chairman  Martin  S. 
Davis  has  flirted  with  many  potential 
partners  but  gotten  in  bed  with  none. 

Ever  since  the  Delaware  courts 
blocked  Paramount's  attempt  to  buy 
Time,  Davis  has  been  looking  in  vain 
for  the  kind  of  acquisition  that  would 
put  his  company  in  the  international 
big  time.  "We  will  be  mated  in  some 
way,"  Davis  says.  "We're  not  de- 
signed to  stay  as  is." 

Why  is  Paramount  seemingly  stuck 
in  the  lonelyhearts  position?  One 
problem  seems  to  be  Davis'  personal 
reluctance  to  enter  any  deal  that 
would  leave  him  playing  second  fid- 
dle. Davis  himself  tells  a  revealing 
story  about  an  overture  he  made  to 
Sony  Corp.  in  1988.  Davis  proposed 
that  Sony  contribute  all  of  its  Western 
Hemisphere  assets — "and  possibly 
their  Western  European  assets" — to  a 
new,  publicly  traded  company.  But 
Sony  had  other  ideas:  It  asked  if  it 
could  buy  all  of  Paramount,  assuring 
Davis  he  would  get  a  contract  and  a 
seat  on  the  Sony  board.  But  that 
wasn't  the  role  Davis  had  in  mind  for 
himself.  Sony  wound  up  buying  Co- 
lumbia Pictures  instead. 

Davis  says  he  could  visualize  a 
merger  where  he's  not  the  boss,  "but 
it  depends  on  who  it  is  and  what  it  is." 
Hollywood  scuttlebutt  has  it  that  Da- 
vis would  have  liked  a  merger  with 
MCA,  wherein  he  would  have  shared 
power  with  mca  Chairman  Lew  Was- 


serman,  since  Davis  is  64  and  Wasser- 
man  is  77.  The  informal  talks  appar- 
ently collapsed  because  Davis 
wouldn't  accept  mca  President  Sid- 


ney Sheinberg  as  an  equal.  ("I  don't 
believe  in  co-ceos,"  Davis  has  said.) 
mca  went  for  $6  billion  to  Matsushita 
Electric  Industrial  Co. 

But  now  time  may  be  running  out 
for  Davis.  Some  of  the  likeliest  part- 
ners for  Paramount  have  already 
paired  off.  At  the  same  time,  Para- 
mount's own  moviemaking  has  pro- 
duced spotty  results,  and  operating 
income  from  the  entertainment  divi- 
sion has  swung  wildly  over  the  past 
few  years,  from  $129  million  in  1986 
to  $297  million  in  1987,  down  to  $213 
million  for  the  year  ended  Oct.  31, 
1990.  Most  of  Paramount's  recent  big- 
budget  pictures,  including  The  Godfa- 
ther Fart  III,  with  Al  Pacino,  Days  of 
Thn)ider,  starring  Tom  Cruise,  and  The 
Two  Jakes,  the  Jack  Nicholson  sequel 
to  Chinatown,  have  turned  in  disap- 
pointing results. 

Yet  Paramount  has  a  lot  to  offer.  In 
addition  to  movies  and  tv,  it  is  a  big 
presence  in  publishing,  with  its  Si- 


Paramonnt  Commnnicatiotis  Chairman . 
Waiting  for  the  perfect  mate — who'll 


Martin  Davis 

let  him  be  the  boss. 
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mon  &  Schuster  and  Prentice 
Hall  divisions.  It  is  loaded  with 
cash — $1.1  billion,  an  amount 
that  exceeds  its  relatively  small 
debt,  $733.8  million.  At  a  recent 
price  of  40,  its  shares  sell  at  a 
modest  23%  premium  over  book 
value;  Matsushita  paid  nearly 
three  times  book  value  for  mca. 
Will  Paramount  itself  become  a 
takeover  target? 

If  a  U.S.  company  makes  a  bona 
fide  bid,  Davis  is  probably  a  sell- 
er, since  he  has  alw^ays  champi- 
oned getting  full  value  for  his 
shareholders  and  ow^ns  less  than 
2%  of  Paramount  himself.  But  he 
also  knows  how  to  mount  a 
prickly  defense,  and  in  recent 
weeks  appears  to  have  gone  out  of 
his  way  to  discourage  any  over- 
tures from  the  Japanese.  In  De- 
cember for  example.  Paramount 

executives    were     handing    out     

campaign-style  buttons  in  Washing- 
ton depicting  crossed  flags:  U.S.  and 
Paramount.  That  was  a  none-too-sub- 
tle effort  to  remind  politicians  that 
two  major  U.S.  entertainment  compa- 
nies have  already  fallen  into  Japa- 
nese hands. 

In  January  Paramount  made  public 
a  tart  letter  penned  by  Davis  to  the 
president  of  Pioneer  Electronics,  chas- 
tising the  Japanese  executive  for  a 
news  report  that  claimed  the  Para 


Crossed-f/ag  canipaigii  hiittons 

Meant  to  discourage  Japanese  overtures? 


sensitive  to  Wall  Street,  Davis  says 
he's  willing  to  dilute  earnings  only  for 
"a  year  or  so." 

Paramount  spent  $110  million  in 
1989  to  acquire  control  of  tvx  Broad- 
cast Group  Inc.,  the  owner  of  six  inde- 


pendent TV  stations  in  Philadel- 
phia, Washington,  D.C.,  Dallas, 
Houston,  San  Antonio  and  Ra- 
leigh/Durham. The  acquisition 
mystified  some  onlookers  be- 
cause the  profits  to  be  made  in 
midsize  markets  are  not  signifi- 
cant for  a  company  as  large  as 
Paramount.  But  Davis  says  the 
deal  was  nicely  priced  and  pro- 
vides a  stepping-stone  to  Para- 
mount's  becoming  a  significant 
sroup  station  owner. 

Following  up  in  this  direction, 
late  last  year  Paramount  agreed 
to  acquire  tvx'  remaining  shares 
for  $59  million.  And  Paramount 
could  be  a  bidder  for  wwor,  the 
New  York-area  tv  station  recent- 
ly spun  off  by  mca  Inc.  But  if  the 
bidding  gets  rough,  Davis  might 
well  back  away  from  wwor;  he 
has  always  been  a  tight  man  with 
a  dollar. 

What  is  Marty  Davis'  vision  for  the 
future  of  his  company?  "We  have 
many  visions,"  he  says,  "but  times 
keep  changing  so  quickly,  so  does  our 
vision."  Maybe  so,  but  change  is  no 
excuse  for  indecision.  ■ 


In  anothe)'  bid  to  remain  dominant  in 
consumer  electronics,  the  Japanese  gov- 


mount  movie  studio  had  been  offered  cmmcnt  is  pusMng  dircct  troadcast  televi- 

to  the  Japanese  company  last  year.  A         .  .      ,       ^  ,  ,  ,  , 

retraction  duly  followed.  sioH  tntojapunese  tomes.  More  good  news 

Thus  Dav,s  may  have  fnghtened   J^^  fke  peOple  WhO  OWfl  the  prOgVamS.      ■ 


away  possible  Japanese  partners. 
What  about  Europeans?  On  paper,  the 
likeliest  candidate  would  be  Ger- 
many's $6  billion  (sales)  Bertelsmann 
A.G.,  with  its  publishing  and  recorded 
music  interests.  Paramount  and  Ber- 
telsmann held  talks  last  year  about  a 
venture  in  the  music  business,  but 
they  couldn't  agree  on  a  price. 

In  the  U.S.,  Davis  continues  to  look 
for  deals  in  broadcasting,  cable  televi- 
sion and  publishing.  "We  like  any- 
thing that  has  a  flow  of  information, 
that  feeds  screens,"  he  says.  But  deals 
seem  to  elude  him. 

Paramount  is  already  a  significant 
cable  TV  network  owner,  with  its 
Madison  Square  Garden  Network, 
which  has  cable  rights  to  New  York 
Yankees  baseball,  and  a  50%  owner- 
ship of  USA  Network,  a  popular  ad- 
supported  service.  Could  Davis  ex- 
pand here?  Cable  systems  should  be 
cheaper  these  days,  thanks  to  the 
credit  crunch,  but  buying  them  still 
means  taking  on  high  depreciation 
costs,  which  would  depress  earnings 
and  thus  make  Paramount  more  vul- 
nerable to  a  takeover  attempt.  Ever 


Peter  Jennings 
in  Japanese 


By  Gale  Eisenstodt 
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1  HE  HOTTEST-SELLING  TV  SCtS  in 

Akihabara,  Tokyo's  consumer 
electronics  bazaar,  have  built-in 
satellite  tuners.  And  they  are  sold 
(priced  at  some  $300  more  than  ordi- 
nary TVs)  with  separate  18-inch  satel- 
lite dishes.  "Soon,"  predicts  a  sales- 
man at  the  giant  Ishimaru  Electronics 
store,  "the  only  sets  we'll  sell  will 
have  satellite  tuners." 

Japan's  government,  along  with  the 
country's  electronics  industry,  has  de- 
cided to  expand  greatly  the  number  of 
channels  and  quality  of  signals  avail- 
able to  Japanese  viewers.  They  intend 


to  do  this  with  direct  broadcast  satel- 
lite, or  DBS,  technology — the  beaming 
of  TV  signals  down  from  a  satellite 
into  living  rooms.  So  far,  Japan's  gov- 
ernment and  NHK,  a  publicly  support- 
ed broadcasting  company  that  oper- 
ates two  satellite  channels,  have 
spent  some  $2  billion  on  developing 
and  launching  broadcast  satellites. 

The  government's  spending  on  ex- 
panding Japanese  television  is  great 
news  for  companies  that  own  pro- 
gramming. Most  shows  aired  on  regu- 
lar TV  are  produced  in  Japan.  But  with 
these  new  satellite  channels,  the  sup- 
ply of  local  software  is  strained,  and 
top-quality  programming  is  needed  to 
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Satellite  dish  outside  a  Tokyo  auhurhan  home 

Accelerating  the  movement  of  the  meisses  to  high-definition  TV. 


I  Hums  IliiiliK 


lure  subscribers. 

Several  U.S.  companies  have  moved 
in  to  ease  the  strain.  Reiss  Media  En- 
terprises, a  New  York-based  media 
firm,  has  a  venture  with  Japan  Satel- 
lite Broadcasting  (jsb)  to  buy  rights  for 
movies,  sporting  events  and  concerts. 
JSB  and  Reiss  expect  to  spend  $100 
million  in  the  U.S.  next  year,  jsb  is 
Japan's  first  private  direct-broadcast 
satellite  company  and  is  owned  by 
193  companies,  including  TV-set  mak- 
ers Sony,  NEC  and  Toshiba. 

JSB  has  also  cut  deals  with  Time 
Warner  and  Paramount,  among  oth- 
ers, to  broadcast  movies  and  televi- 
sion shows.  MCA  and  Columbia — now 
owned,  respectively,  by  Matsushita 
and  Sony — will  surely  benefit,  too. 
And  NHK  shops  at  abc  News,  making 
Peter  Jennings  and  Ted  Koppel  (their 
voices  sometimes  dubbed  into  Japa- 
nese) regulars  in  Japanese  homes. 

Note  here  a  big  advantage  to  Japan's 
consumer  electronics  companies.  By 
beaming  down  high-definition  televi- 
sion signals  via  satellite  into  millions 
of  households  now,  the  electronics 
companies  hope  to  promote  the 
growth  of  HDTV  in  Japan.  This  will 
help  them  dominate  the  market  for 
high-definition  tv  hardware  in  the 
years  ahead. 

The  Japanese  are  moving  quickly. 
Experimental  one-hour  daily  test 
broadcasts  of  high-definition  tv  began 


on  one  satellite  channel  by  nhk  in 
June  1989.  Another  government-sub- 
sidized satellite  is  to  be  launched  this 
coming  summer,  with  a  transponder 
especially  for  high-definition  tv.  The 
HDTV  channel  is  likely  to  be  used  by 
JSB  or  a  group  of  private  firms.  A  satel- 
lite with  five  more  channels  will  be 
launched  in  1997. 

By  any  standards,  satellite  broad- 
casting in  Japan  has  seen  a  remarkable 
launch.  Already  3.5  million,  or  about 
10%,  of  all  Japanese  households  are 
claimed  to  be  receiving  satellite  sig- 
nals (though  so  far  only  a  few  have 
HDTV  sets,  typically  costing  $18,000 
each).  By  1995  satellite  broadcasting 
is  expected  to  reach  10  million 
homes.  A  comparable  U.S.  service,  to 
be  introduced  by  Rupert  Murdoch  and 
three  partners,  won't  get  under  way 
until  1993. 

There  was  pent-up  demand  in  Japan 
for  more  channels.  Cable  television, 
which  did  so  much  to  expand  televi- 
sion in  the  U.S.,  didn't  really  get  going 
in  Japan  until  three  years  ago.  But  the 
government  has  not  been  as  kind  to 
cable,  and  for  now  seems  to  prefer 
direct  satellite  broadcast  instead.  To- 
day multichannel  cable  in  Japan 
claims  only  400,000  subscribers — a 
penetration  rate  of  less  than  2%,  as 
against  nearly  60%  in  the  U.S.  "We 
are  worried  about  survival,"  moans  a 
manager  at  a  cable  channel. 


In  the  early  days,  a  rush  of  compa- 
nies, U.S.  as  well  as  Japanese,  poured 
money  into  cable.  Viacom  Inc.,  owner 
of  Showtime  in  the  U.S.,  invested 
with  Sumitomo  Corp.  in  cable  busi- 
nesses. United  International  Pictures, 
the  London-based  overseas  distributor 
for  Paramount  Pictures,  Universal 
and  mc;m/ua  (now  Mc;M-Pathe),  owns 
part  of  an  all-movie  Japanese  pay  ca- 
ble channel. 

The  smart  programmers  are  now 
looking  for  ways  to  exploit  their  ma- 
terial via  satellite  broadcasting.  Capi- 
tal Citics/ABc's  sports  channel,  espn 
Inc.,  for  example,  joined  with  C.  Itoh 
and  others  in  1987  to  form  a  Japanese 
cable  sports  channel.  Now  they  are 
also  looking  to  the  potential  of  direct 
satellite  broadcasting,  esi'n,  for  in- 
stance, has  a  30%  stake  in  a  firm  that 
sells  its  sports  shows  to  jsb. 

The  version  of  high-definition  tv 
that  Japanese  policy  is  now  promoting 
is  an  early  one.  It  may  well  be  over- 
taken by  more  advanced  all-digital 
technology — being  worked  on  by  Ze- 
nith Electronics  and  at&.t,  among 
others.  But  to  gain  market  experience, 
and  maybe  recoup  a  few  of  the  billions 
already  invested  in  research  and  de- 
velopment, Japanese  industrialists 
and  bureaucrats  obviously  want  to  ac- 
celerate the  movement  of  the  masses 
to  high-definition  television.  And  the 
sooner  the  better.  ■ 
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The}^  say  the  farther  you  are  from  Wall 
Street,  the  better  your  stock  picking.  Ditto 
for  retailing.  Operating  in  the  boondocks, 
Dillard  Department  Stores  has  profit  mar- 
gins that  would  knock  your  ey^es  out. 

A  Midas  touch 


By  Gretchen  Horgenson 

IT  WAS  A  Christmas  to  forget  for 
most  of  the  nation's  retailers.  The 
best  most  department  stores 
could  say  for  December  was  that 
same-store  sales  were  flat;  some  had 
worse  to  report. 

Not  Dillard  Department  Stores,  a 
chain  of  200  outlets  headquartered  in 
Little  Rock,  Ark.  that  probably  en- 
joyed an  18%  same-store  sales  gain 
over  1989.  For  the  fiscal  year  ended 
Jan.  31,  1991,  Dillard  should  turn  in 
sales  of  $3.7  billion,  21%  higher  than 
the  year  earlier.  Net  income  for  the 
most  recently  reported  12-month  pe- 
riod was  $176  million,  or  $4.89  a 
share,  up  27%. 

How  do  they  do  it?  The  family  firm, 
headed  by  76-year-old  William  Dil- 
lard, with  help  from  son  William  II, 
buys  smart.  It  buys  shirts  and  sweat- 
ers cleverly,  and  it  buys  struggling 
competitors  cleverly.  The  Dil- 
lard family,  which  owns  just 
over  8%  of  the  company  but 
controls  almost  all  of  the  vot- 
ing stock,  also  minds  ex- 
penses. During  1990  every  ex- 
pense item  on  the  company's 
income  statement — sales,  gen- 
eral and  administrative  costs, 
rents — dropped  as  a  percentage 
of  sales.  One  other  expense 
Dillard  keeps  under  control  is 
interest:  The  company's  $790 
million  in  debt  amounts  to 
only  about  20%  of  its  total 
capitalization. 

Though  its  financial  perfor- 
mance sparkles,  there's  noth- 
ing glitzy  about  Dillard  stores. 
While  other  retailers  sought 
out  higher  markups  in  more 
faddish  private  label  merchan- 
dise, Dillard  stuck  to  tried- 
and-true  brands   such  as  Liz 


Claiborne  in  women's  clothing  or 
Hickey-Freeman  in  men's.  This  proved 
more  lucrative  in  the  long  run:  If  a 
Claiborne  blouse  doesn't  sell,  Dillard 
has  to  mark  it  down  only  15%  to 
move  it  off  the  floor,  whereas  slow- 
moving  private  label  goods  often 
must  be  discounted  30%  to  40% 
when  it  comes  time  to  clear  them  out. 
"Private  label  merchandise  was  devel- 
oped to  give  stores  extra  markups," 
says  Arthur  Britten,  a  New  York- 
based  retailing  consultant.  "But  the 
merchandise  often  wasn't  worth  it, 
and  the  customer  recognized  this." 

Computers  help.  Every  item  in 
stock  is  bar  coded,  so  on  any  given  day 
store  management  knows  exactly 
how  many  pairs  of,  say,  Hanes  socks 
have  been  sold  since  the  opening  bell. 
If  a  pair  of  men's  trousers  is  flying  off 
the  shelves,  Dillard's  computer  net- 
work automatically  orders  more  from 
a    company    warehouse;    the    ware- 


Dillanis  in  hometown  Utile  Rock 
Buying  smarter. 


house,  in  turn,  reorders  automatically 
from  vendors.  Thus,  the  stores  are  less 
likely  than  their  competitors  to  be  out 
of  hot  sellers  or  loaded  up  with  un- 
fashionable items  that  have  to  be 
marked  down. 

Dillard  is  big  on  market  research. 
Customers  are  asked — either  in  focus 
groups  or  in  one-on-one  interviews — 
what  they'd  like  to  see  more  of.  Eliza- 
beth Eagles,  managing  partner  of  the 
Creative  Marketplace,  a  marketing 
consultant  in  Stamford,  Conn.,  says: 
"Most  women  go  into  a  store  to  buy 
something  specific,  yet  67%  leave 
without  having  made  the  purchase. 
Dillard  realizes  if  they  can  reduce  that 
number,  they've  increased  sales."  Go- 
ing a  step  further,  Dillard  is  now  con- 
sidering using  computer-aided  design 
software  to  gauge  consumer  likes.  A 
Dillard  employee  might  show  an 
Anne  Klein  skirt  on  a  computer  and 
ask  the  customer  what  color  or  length 
she  would  buy  it  in. 

Dillard  buying  skills  are  also  evi- 
dent in  the  boardroom.  Last  June  it 
bought  the  23-store  J.B.  Ivey  chain  in 
the  Southeast  from  B.A.T  Industries 
for  $110  million,  or  one-third  of  the 
stores'  annual  sales.  Compare  this 
with  prices  paid  for  other  B.A.T  sub- 
sidiaries: Marshall  Field  &.  Co.  went 
to  Dayton  Hudson  Corp.  for  about  one 
times  sales,  and  Saks  to  an  interna- 
tional group  for  1.25  times  sales. 

Once  a  deal  is  done,  Dillard  isn't 
afraid  to  back  out  of  leases  or  close 
operations  that  don't  fit  its  strategy  of 
clustering  stores  in  one  area  for  econ- 
omies of  scale  in  advertising.  In.  1989 
Dillard  went  50-50  with  shopping 
mailer  Edward  DeBartolo  to  buy 
Ohio's  12-store  Higbee  chain.  Higbee 
had  agreed  to  build  in  a  new  mall  in 
distant  Cincinnati.  Dillard 
gladly  paid  $4  million  to  get 
out  of  the  lease. 

Dillard  expands  only  where 
it  can  be  the  number  one  or 
two  store  in  market  share. 
This  has  kept  the  chain  in 
mostly  second-tier  cities  like 
Wichita,  Oklahoma  City  and 
Memphis,  locations  ignored 
by  the  more  glamorous,  and 
now  insolvent,  chains. 

Dillard  Department  Stores 
IS,  to  be  sure,  vulnerable  to  a 
recession,  but  it  has  survived 
rough  patches  before.  Since 
1985 — a  period  that  includes 
the  trauma  in  Texas,  the  bad 
Christmas  of  1989,  and  Dil- 
lard's absorption  of  several 
moneylosing  competitors — its 
gross  profit  margin  has  never 
varied  by  even  one  percentage 
point  from  36% .  ■ 
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Invest  In 
Diamonds. 
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Introducing  the  DiamondTel®  99X  Portable  by  Mitsubishi  Electronics.  Shown 
here  actual  size,  it  is  one  of  the  smallest  cellular  telephones  in  the  world. 

Tiny  enough  to  cradle  in  the  palm  of  your  hand,  the  DiamondTel®  99X  weighs 
a  mere  10.5  ounces.  Yet  it  has  today's  most  advanced  features  and  gives  you  up  to 
1  Ml  hours  talk  time  with  our  high  capacity  battery. 

Or  choose  the  DiamondTel®  92  Mobile/Transportable.  At  only  4.3  pounds,  it's 
one  of  the  lightest  transportables  made.  It  mounts  in  your  car,  then  snaps  out 
instantly  to  go  where  you  go. 

How  do  you  invest  in  diamonds?  Ask  for  DiamondTel®  at  your  cellular  dealer. 

^DiamondTel 
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1 1991  Mitsubishi  Electronics  America,  Inc.,  800  Biemann  Court,  Mount  Prospect,  IL  60056  (708)  298-9223 
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Now,  more  than  ever,  the  art  of  finding  o  a 


You  are  looking  at  a 
computer-generated  3-D  image 
of  a  small  piece  of  the  earth, 
more  than  a  mile  underground. 

The  open  area  to  the  left  of 
center  in  the  cube  is  a  salt  dome. 
Ifs  a  subsurface  structure  often 
associated  with  major  gas  or  oil 
deposits  that  are  capable  of 
heating  a  small  city  or  fueling 
millionsof  miles  of  driving. 

As  a  participant  in  the 


world's  vital  search  for  energy, 
Raytheon  recently  acquired 
GeoQuest  Systems,  Inc.  to  com- 
plement the  exploratory  skills  of 
its  Seismograph  Service 
Corporation. 

GeoQuest  Systems  has 
pioneered  many  of  today  s 
advances  in  data  interpretation, 
including  this  latest  generation 
of  3-D  display  technology— 
GeoVisualization!"  It's  a  system 


that  gives  oil  companies  a 
different,  more  precise  image 
underground. 

It  allows  them  to  paint 
pictures  of  the  earth  that  could 
turn  out  to  be  among  the  world 
most  valuable  pieces  of  art 

For  more  information  abot 
GeoQuest  Systems  and  Seismo 
graph  Service  Corporation,  wri 
to  Raytheon  Company  141  Spri 
Street,  Lexington,  MA  02173. 
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a  science. 


^  Raytheon 


Where  quality  starts  with  fundamentals 


Taxing  Matters 


Edited  by  Laura  Saunders 


Have  those  revenue  agents  no  hearts?  They 
are  trying  to  take  away  the  last  hope  for 
some  really  broken-down  corporations. 

Kicking 
the  wounded 
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By  Laura  Jereski 


DYSON-KlSSNER-MORAN,  a  NcW 
York  investment  holding  com- 
pany, spent  $3  million  in  1990 
to  get  36%  of  the  stock — and  warrants 
for  9%  more — of  Janus  Industries. 
Now  the  dealmakers  may  be  wishing 
they  hadn't  bought.  The  Internal  Rev- 
enue Service  is  plotting  to  confiscate 
Janus'  biggest  asset,  some  $400  mil- 
lion in  loss  carryforwards.  With  the 
corporate  tax  rate  now  34%,  that  loss 
could  save  $136  million  in  taxes. 

If  the  IRS  gets  its  way,  a  lot  of  reorga- 
nizations, past  and  pending,  will  be  in 
trouble,  since  the  irs  is  saying  that  its 
new  interpretation  of  the  laws  on  cor- 
porate losses  will  be  retroactive  to 
1986.  That's  bad  news  not  only  for 
Janus  but  for  Ranger  Industries  (for- 
merly Coleco)  and  Drexel  Bumham 
Lambert,  which  are  virtually  out  of 
business  except  for  the  loss  carryfor- 
wards lingering  on  their  books.  Com- 
plains John  Boland,  a  bankruptcy  in- 
vestor who  owns  shares  of  Ranger, 
"It's  the  only  asset  we've  got  left,  and 
it's  being  rendered  worthless." 

Janus,  once  known  as  United  States 
Lines  and  part  of  shipper  McLean  In- 
dustries Iwhich  itself  went  under), 
emerged  from  bankruptcy  in  February 
1990.  There  was  little  left  to  Janus  but 
a  shell  contaming  that  huge  loss  car- 
ryforward. The  stately  ocean  liners 
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and  freighters  were  long  gone.  But 
John  Wehrle,  a  vice  president  at  Dy- 
son-Kissner,  saw  great  value  in  Unit- 
ed States  Lines'  long  decline.  The  tax 
losses  it  accumulated  over  the  years 
could  be  carried  forward  to  shelter 
new  income.  Thus,  Janus  could  be  the 
perfect  stalking  horse  for  acquisitions 
of  profitable  businesses. 

The  IRS,  however,  takes  a  dim  view 
of  "trafficking"  in  tax  losses.  But  is 
taking  advantage  of  a  tax  loss  really  so 
evil?  Consider  this  hypothetical  ex- 
ample. Startup  Inc.  lost  $10  million  in 
1989,  then  made  $10  million  in  1990. 
It  owes  no  tax  on  its  1990  profit,  since 
its  cumulative  earnings  to  date  are 
zero.  Fair  enough.  That  rule  on  loss 
carryforwards  has  been  part  of  the  tax 
code  since  way  back. 

Now  suppose  Startup  lost  $10  mil- 
lion in  1989,  then  was  merged  into  a 
very  profitable  firm  that  made  $10 
million  last  year  on  its  other  business, 
while  the  Startup  operation  broke 
even.  Can  the  new  owner  use  Start- 
up's loss  carryforward  to  erase  its  own 
tax  bill?  That  doesn't  seem  unreason- 
able. Overall  taxes  would  be  the  same 
as  if  the  new  owner  had  had  Startup 
from  the  beginning. 

Whatever  the  logic  in  liberal  loss 
carryforward  rules,  the  irs  doesn't 
like  them,  if  only  because  they  cost 
revenue,  and  it  has  gotten  help  from 
Congress  in  its  battle.  Statutes  going 


back  to  1954  and  considerably  tight- 
ened in  1986  limit  loss  carryforwards 
in  various  ways.  But  Congress  had  left 
an  exemption  for  companies  undergo- 
ing bankruptcy  reorganization.  Now 
the  IRS  wants  to  kill  that  exemption 
when  both  (a)  most  of  the  stock  in  the 
loser  company  changes  hands  and  (b) 
most  of  the  loser's  business  activity 
has  ceased.  That  is  just  the  situation 
with  a  Janus — and  probably  Drexel. 
Ownership  changes  hands  when  the 
creditors  swap  their  claims  for  equity 
in  the  bankrupt.  And  there  is  nothing 
left  of  the  old  line  of  business  except 
for  a  few  desks  and  chairs  or  maybe  a 
wharf.  The  most  valuable  asset  may 
be  the  loss,  if  it  can  somehow  be  used. 
"We  see  this  as  a  way  to  maximize 
value  for  the  creditors,"  says  Wehrle. 

A  few  investors  have  had  the  fore- 
sight to  safeguard  their  companies' 
loss  carryforwards.  Joseph  Littlejohn 
&  Levy  preserved  the  losses  at- 
tached to  Lancer  Industries  (former- 
ly McLean  Industries)  by  clever  use 
of  an  employee  stock  ownership 
plan.  Or  take  Danielson  Flolding 
Corp.,  the  former  Mission  Insurance 
Group,  which  emerged  from  bank- 
ruptcy last  year.  Its  main  sharehold- 
er. Whitman  Heffernan  Rhein  &. 
Co.,  made  sure  Danielson  kept  a 
hand  in  insurance  after  the  bulk  of 
Mission's  insurance  business  was 
liquidated  for  creditors. 

The  IRS,  however,  has  other  weap- 
ons against  heavily  leveraged  compa- 
nies. Congress  folded  into  the  budget 
compromise  of  last  fall  a  rule  that 
forces  companies  reorganizing^  out- 
side of  bankruptcy  to  recognize  in- 
come from  restructured  debt.  It  has 
long  been  a  feature  of  our  tax  system 
that  forgiveness  of  debt  can  give  rise 
to  income.  Securities  swaps  escaped 
this  rule,  so  a  troubled  company  could 
exchange  $90  million  of  new  bonds 
for  $100  million  of  old  bonds  without 
creating  $10  million  of  taxable  in- 
come for  itself.  The  new  rule  limits 
this  exemption  if  the  swap  occurs  out- 
side of  bankruptcy. 

Yet  another  crackdown,  this  one  in 
the  form  of  a  proposed  irs  regulation, 
would  restrict  companies'  ability  to 
avoid  recognizing  income  when  credi- 
tors swap  their  debt  for  stock. 

"You  can  see  the  whole  terrain 
shifting  to  rules  targeted  to  overlever- 
aged  situations,"  says  Dan  Kusnetz,  a 
tax  partner  with  Jones,  Day,  Reavis  &. 
Pogue.  "You  have  to  ask  whether  it's 
good  fiscal  policy  to  make  it  harder  for 
companies  to  restructure." 

They  may  or  may  not  raise  a  lot  of 
revenue  for  federal  coffers,  but  the 
anti-LBO  rules  seem  sure  to  create 
headaches  for  dealmakers.  ■ 
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AtB9,900ItCouldBeThe 


'Manufacturer's  suggested  retail  price,  excluding  dealer  preparation,  transportation,  license  and  taxes  Actual  retail  prices  are  set  by  the  dealer  and  may  vary 


While  it  may  be  impossible  to  pre- 
dict the  future  of  the  economy 
with  absolute  certainty,  one  thing  is 
certain:  At  $39,900*  the  1991  Jaguar 
XJ6  is  priced  significantly  lower  than 
most  European  luxury  motorcars. 

With  223  horsepower,  our  24- 
valve,  computer-controlled  engine 
moves  the  XJ6  quite  rapidly,  while 
independent  suspension  and  four- 
wheel  anti-lock  disc  brakes  give  it  out- 
standing athletic  agility. 


Further  performance  refinement 
comes  from  a  four-speed  automatic 
transmission.  Because  it's  electroni- 
cally controlled,  it  converses  freely 
with  the  engine  to  time  upshifts  and 
downshifts  for  smoothness  and  accu- 
racy. By  pressing  the  Sport  button,  you 
can  program  the  transmission's  shifting 
pattern  for  more  spirited  driving. 

Of  course,  distinctive,  sensuous 
styling  is  what  you've  come  to  expect  in 
the  XJ6.  And  the  interior  offers  supple 


leather  and  the  warmth  of  figured  wal- 
nut. You  will  also  enjoy  computerized 
climate  control  and  an  80-watt  stereo 
sound  system. 

We  invite  you  to  test  drive  the  1991 
XJ6.  We  think  you'll  see  that  an  eco- 
nomical price  can  be  perfectly  compat- 
ible with  a  wealth  of  luxury  and 
performance.  For  your  nearest  dealer, 
call  1-800-4-JAGUAR. 

JAGUAR 


BLENDING 
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ART 
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If  Polish  retailer  Marian  Zacharski  didn't 
exist  in  real  life,  Eric  Ambler  would  have 
had  to  invent  him. 

Epitaph  for 
a  spy 


By  Steve  Weiner 


HAD  Marian  Zacharski  grown 
up  in  the  West,  he  might  have 
been  a  star  of  the  business 
world.  With  a  commanding  presence 
and  charming  candor,  Zacharski,  39, 
has  extensive  international  experi- 
ence and  knows  manufacturing,  man- 
agement and  deals. 

But  Zacharski  grew  up  under  com- 
munist rule  in  Poland.  Communism 
does  not  reward  commercial  talent. 
So  Zacharski  turned  his  energies  to  an 
occupation  that  would  reward  him. 
He  became  a  spy  for  Poland  and  ulti- 
mately the  Soviet  Union. 

Zacharski's  cover  was  selling  Pol- 
ish-made machine  tools,  electric  mo- 
tors and  other  gear  in  the  U.S.  as  a  top 
executive  of  Polish  American  Ma- 
chinery Co.,  from  a  base  at  Playa  del 
Rey,  near  Los  Angeles.  But  his  other 
job,  until  his  1981  arrest,  was  stealing 
the  radar  secrets  of  the  B-1  and  Stealth 
bombers,  the  F-14  and  F-15  fighters, 
the  Phoenix  missile  system  and  other 
military  gear.  The  Central  Intelli- 
gence Agency  later  said  his  work 
saved  the  Soviet  Union  "hundreds  of 
millions  of  dollars"  in  research  costs. 

Zacharski  served  four  years  of  a  life 
sentence  in  Terminal  Island  federal 
prison.  Then,  in  1985,  he  and  three 
other  Soviet-bloc  spies  were  swapped 
for  Western  operatives  in  Berlin. 

What  does  a  busted  spy  do?  Soon 
after  returning  to  Poland,  Zacharski, 
then  34,  was  given  a  top  job  in  Pewex 
(pronounced  peh-vcx).  This  is  the  old 
chain  of  hard  currency  stores  of  Po- 
land— the  places  where  foreigners 
(and,  later,  Poles  with  convertible 
cash)  went  to  shop  for  top-quality 
goods.  As  of  the  first  of  the  year,  Pol- 
ish currency  only  is  accepted.  Based  in 
Warsaw,  Pewex  is  one  of  the  largest 
(sales  in  1990,  $936  million)  and  best- 
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run  retail  operations  in  Poland. 

"It  [Zacharski's  job]  was  a  political 
appointment,  a  relic  of  the  old  no- 
menklatura system"  of  the  commu- 
nist elite,  says  Andrzej  Wilk,  deputy 
director  of  the  Office  for  International 
Cooperation  of  Poland's  Ministry  of 
Internal  Markets.  Zacharski  bristles. 
"What  this  company  has  achieved  has 
proved  my  worth,"  he  says. 


Indeed,  Pewex'  performance  under 
Zacharski's  management  can  only  be 
described  as  stellar.  Slowly  and  pain- 
fully, the  Polish  economy  has  begun 
to  stabilize.  It  is  now  legal  for  ordi- 
nary Poles  to  own  and  spend  dollars 
and  deutsche  marks.  Sales  at  Pewex 
stores  rose  68%  in  1990;  Zacharski 
expects  them  to  double  this  year. 
Profits  are  above  average  by  any  retail- 
ing standards.  Expressed  in  Western 
accounting  terms,  they  run  from  7% 
to  9%  of  sales,  Zacharski  says. 

In  the  newly  entrepreneurial  Po- 
land, Zacharski  has  1,500  applica- 
tions from  aspiring  Pewex  franchi- 
sees; about  40%  of  its  1,010  stores  are 
privately  owned.  The  Pewex  at  Gora 
Kalwaria,  40  kilometers  from  War- 
saw, was  started  by  a  clerk  from  a 
defunct  bookstore.  A  basement  outlet 
along  Warsaw's  Wilcza  Street  is  run 
by  a  former  carpenter.  Like  Wal-Mart 
in  the  U.S.,  Pewex  is  usually  the  best 
store  in  town. 

Pewex  was  always  the  place  to  find 
luxury  goods,  especially  imports.  But 
in  the  last  year,  since  Zacharski  be- 
came general  director,  Pewex  has  add- 
ed thousands  of  items,  including  a 
wide  array  of  toys,  clothing,  drugs, 
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foodstuffs  and  electronic  gear.  Za- 
charski  has  branched  into  joint  ven- 
tures in  jeans,  coffee  roasting,  movie 
finance,  wholesale  distribution  and 
department  stores. 

Pev^ex  stores  used  to  do  well  be- 
cause they  had  a  monopoly.  But  with 
the  privatization  and  marketization 
of  Poland's  economy,  most  of  what 
Pewex  carries  is  available  elsewhere, 
often  for  less.  Today  Pewex  competes 
the  way  any  good  retailer  does  in  a 
tough  economy:  by  offering  a  wide 
and  consistent  selection,  cheerful 
stores  and  better  service. 

Most  Polish  stores  force  customers 
to  stand  in  separate  lines  for  each  cat- 
egory of  purchase.  Often  the  shopping 
experience  begins  by  queuing  up  for  a 
limited  number  of  baskets,  which  are 
required  to  enter  some  departments. 
Zacharski  has  expanded  Western- 
style  displays  and  self-service  and 
thus  done  away  with  many  lines.  His 
customers  love  it. 

"In  my  local  store,  if  I  want  bread, 
beer,  meat  and  candy,  I  must  queue 
four  times,"  complains  larek  Lu- 
komski,  a  Warsaw  interpreter  and  oc- 
casional Pewex  customer.  "Pewex  is 
undoubtedly  worth  the  extra  money." 


Zacharski  the  capitalist  doesn't  like 
America  any  more  than  did  Zacharski 
the  spy.  He  says  American  brands  sell 
only  because  "the  dollar  is  not  worth 
a  damn."  U.S.  companies,  he  sneers, 
know  so  little  of  foreign  commerce 
that  "it  is  a  comedy."  But  Zacharski 
knows  marketing.  Pewex  has  pio- 
neered Western  techniques,  including 
heavy  television  advertising  and  in- 
store  giveaways.  It  sponsors  the  He- 
Man  cartoon  series,  used  to  sell  the 
U.S.  toy  line,  and  has  signed  to  spon- 
sor 60  performances  around  Poland  of 
a  Disney-character  ice  show.  One 
child  who  attends  each  show  will  win 
a  trip  to  Walt  Disney  World. 

"You  can  sell  anything,  an  empty 
box,  as  long  as  it  is  on  tv,"  Zacharski 
grandly  informs  some  American  busi- 
nessmen during  a  recent  visit  with 
Pewex.  "We  want  our  customers  to 
enjoy  themselves,  to  feel  like  they  can 
get  the  same  things  from  us  as  they 
would  in  Vienna  or  Frankfurt." 

By  all  accounts  Zacharski  is  a  hard- 
driving  manager.  "I  never  slow 
down,"  he  says.  And  he  expects  the 
same  of  his  workers.  Pewex  employ- 
ees stayed  after  hours  Dec.  31  to  con- 
vert pricing  to  the  Polish  zloty  so  the 


stores  could  open  on  time  Jan.  2.  By 
contrast,  Baltona,  a  rival  chain  that 
began  as  duty-free  shops,  was  closed 
Jan.  2  to  reprice.  And  even  though 
there  aren't  adequate  telephone  con- 
nections to  hook  the  Pewex  stores 
together,  Zacharski  is  installing  a  $30 
million  nationwide  computer  system 
to  professionally  manage  the  complex 
business. 

Pewex  can  ill  afford  to  stand  still. 
Competition  is  growing,  from  the  Bal- 
tona chain  as  well  as  from  the  hun- 
dreds of  entrepreneurs  who  have  set 
up  shops  in  parks  and  on  street  cor- 
ners. And  Pewex  still  carries  some 
baggage  from  the  old  days.  One  exam- 
ple: Pewex  sells  Marlboro  cigarettes 
for  $1.85  a  pack,  or  85  cents  more 
than  some  competitors,  because  of  its 
long-term  contracts  with  suppliers. 

For  all  that  he  has  done  to  bring 
Pewex  closer  to  Western  retailing 
standards,  Zacharski  expects  to  lose 
his  job  sometime  this  year.  The  Polish 
government — now  headed  by  Lech 
Walesa,  who  campaigned  on  a  privati- 
zation platform — plans  to  sell  off 
Pewex  this  year.  Several  foreign  com- 
panies will  likely  bid  on  the  chain, 
though  it's  not  clear  what  size  stake 
the  government  will  permit. 

The  successful  bidders  will  proba- 
bly find  someone  else  to  run  the  busi- 
ness, Zacharski  says.  No  one  wants  to 
be  associated  with  a  former  spy  and 
member  of  Poland's  erstwhile 
nomenklatura. 

Zacharski  is  resigned  to  his  fate. 
"After  five  years  with  this  company," 
he  says,'"it  is  about  time  to  move  on." 
The  rights  to  his  story  should  be 
worth  plenty.  ■ 
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The  Difference  Between 

Ordinary  And  Extraordinary 

Is  A  Matter  Of  Degrees. 
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A  mixture  of  roasted  nuts 
served  warm  on  fine  china.  A  white  Bordeaux  pre- 
cisely chilled.  The  luxury  of  American  Airlines  International  Flagship 
Service®  presents  itself  in  a  myriad  of  gracious  details.,  Our  First  and 
Business  Class  cuisine  has  won  international  acclaim.  Our  wine  list  includes 
vintages  from  some  of  the  world's  finest  cellars.  And  our  personal  service 
is  unsurpassed.  American  Airlines  International  Flagship  Service. 
Now  boarding  to  35  destinations  worldwide,  and  to  Rome  and 
Milan  beginning  April  1.  Refinement  to  the  nth  degree. 

B^inning  date  for  service  id  Rome  and  Milan  subject  to  change 
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Heavily  in  debt,  America's  consumers  are 
declaring  personal  bankruptcy  at  an  in- 
creasing rate.  Massive  default  is  unlikely 
on  consumer  credit,  but  some  lenders  are 
going  to  suffer  this  year. 

An  excess  of 
plastic 


By  Hoirard  Radnitsky 


Tl  HE  GOVERNMENT  IS  DEEPLY  in 
debt,  many  corporations  are 
deeply  in  debt,  and  the  Ameri- 
can consumer  is  in  hock.  American 
consumers  owe  $3.2  trilHon  on  credit 
cards,  car  loans  and  mortgages;  the 
average  household  ow^es  about 
$35,000  and  pays  interest  of  about 
$3,500  a  year.  Nearly  18%  of  consum- 
ers' disposable  income  is  eaten  up  ser- 
vicing that  debt. 

Yet  at  a  time  w^hen  lenders  are  ex- 
tremely wary  of  business  borrowers, 
they  are  less  reluctant  to  lend  to  con- 
sumers. Unsolicited  offers  for  unse- 
cured credit  still  arrive  regularly.  One 
from  Private  Reserve,  a  revolving 
credit  operation  of  California's  Secu- 
rity Pacific  Bank,  was  recently  mailed 
to  a  stockbroker  in  New  England  with 
this  urging:  "Apply  and  get  up  to 
$20,000  or  more  with  just  your  signa- 
ture— no  collateral  is  needed."  Anoth- 
er offer,  for  $1,500,  from  Signet  Bank, 
was  sent  to  a  college  student,  the  sec- 
ond bank  to  offer  him  credit  recently. 

Are  consumers,  spurred  on  by  easy 
credit,  spending  themselves  into  per- 
sonal bankruptcy?  In  1990  a  record 
720,000  persons  filed  for  personal 
bankruptcy,  up  nearly  17%  over  1989. 
In  part  thanks  to  liberalized  personal 
bankruptcy  laws,  the  number  of  per- 
sonal bankruptcies  has  been  rising 
steadily  since  the  early  1980s,  even 
without  a  recession. 

In  1988  personal  bankruptcy  losses 
totaled  $12  billion,  according  to  Ken- 
neth Crone,  director  of  Visa  usa's 
bankruptcy  recovery  program.  The 
number  of  bankniptcies  should  jump 
this  year,  and  so  will  losses. 

For  now  there's  little  lenders  can  do 
about  it.  Wrote  First  Chicago  Nation- 
al Bank  Chairman  Scott  Marks,  in  a 
recent  issue  of  Credit  Card  Matiage- 


ment:  "The  vast  bulk  of  people  who 
will  go  bankrupt  in  the  next  12  to  18 
months  are  already  in  the  portfolio." 
Yet  there  are  some  hopeful  signs. 
The  slowed  rate  of  consumer  spend- 
ing this  Christmas  shows  clearly  that 
most  consumers  are  worrying  them- 
selves into  more  prudent  behavior. 
Chances  are  that  while  default  and 


$110  billion  (assets)  consumer  lend- 
ing operations  in  1990  generated  an 
estimated  $1.1  billion  in  profits,  up 
from  $842  million  in  1989.  Two- 
thirds  of  Citicorp's  consumer  profits 
last  year  came  from  its  credit  cards. 
Chase's  consumer  operations  earned 
about  $350  million  in  1990,  up  from 
$300  million  the  year  before. 

For  some  money  center  banks,  con- 
sumer lending  probably  accounts  for 
well  over  half  their  profits.  On  credit 
cards  alone  banks  with  large  loan 
portfolios  can  earn  returns  of  2%  on 
assets,  more  than  three  times  the 
profitability  of  business  loans. 

But  this  profitability  will  ebb  as 
loan  losses  and  delinquencies  rise. 
Citicorp  and  Chase  consumer  loans 
have  a  high  concentration  in  the  eco- 
nomically depressed  Northeast.  As  a 
result,  earnings  from  the  consumer 
side  could  be  flat  in  1991 — a  loss  of 
sorely  needed  earnings  gains  for  Citi- 
corp and  Chase.  With  31%  of  its  as- 
sets in  consumer  loans,  Arizona's  Val- 
ley National  Bank's  earnings  are  vul- 
nerable in  a  recession.  And  big 
California  retail  banks  like  Wells  Far- 
go and  Security  Pacific  may  well  find 
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As  more  of  consumers'  income  is 
now  going  to  repay  debt,  the  num- 
ber of  personal  bankruptcies  is 
breaking  records. 
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delinquency  rates  clearly  will  rise, 
there  will  not  be  massive  losses  on 
consumer  credit — certainly  nothing 
comparable  to  commercial  real  estate. 

Make  no  mistake,  though:  Many 
lenders  who  profited  most  heavily 
from  the  consumer  borrowing  boom 
will  see  profits  squeezed.  Says  Carole 
Berger,  C.J.  Lawrence  &.  Co.'s  banking 
analyst:  "At  6'/2%  unemployment,  I 
estimate  that  banks'  consumer  earn- 
ings are  unchanged.  At  7%,  they  de- 
cline." Currently  unemployment  is 
6.1%,  and  rising. 

Among  the  biggest  consumer  lend- 
ers are  banks  like  Citicorp  and  Chase 
Manhattan.      Citicorp's     worldwide 


earnings  squeezed  as  consumer  loan 
charge- of fs  rise. 

Also  vulnerable  are  national  fi- 
nance lending  companies  like  House- 
hold International  (which  is  under- 
reserved  on  both  consumer  and  com- 
mercial loans)  and  itt  Financial 
(where  delinquencies  on  personal 
loans  are  mushrooming).  Even  Ameri- 
can Express'  high-quality  credit  card 
operations  may  feel  some  pressure: 
Amex'  loan  charge-offs  could  rise  by 
$75  million  in  1991,  and  an  affiliate — 
Boston  Co.,  with  $5.5  billion  in  con- 
sumer loans — may  need  to  add  re- 
serves, making  it  unlikely  that  Amex 
can  match    1990's  consumer  credit 
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The  Invest  in  France  Agency 
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We  will  work  with  you  to  make  your  operation  in  France 

a  successful  one. 


NEW  YORK 

CHICAGO 

LOS  ANGELES 

HOUSTON 

TEL:  212-757-9340 

TEL:  312-661-1640 

TEL:  213-879-0352 

TEL:  71^3-526-1565 

FAX:  212-245-1568 

FAX:  312-661-0623 

FAX:  213-785-9213 

FAX:  713-526-3802 
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If  you  answered  "yes"  to  three  or  more  of  these  ques- 
tions, it  could  be  in  your  best  interest  to  consider  Ryder's 
Dedicated  Contract  Carriage. 

From  shipping  raw  materials  inbound  to  a  manufac- 
turer to  ensuring  just-in-time  inventory  flow  to  providing 
automated  inventory  accounting  at  a  retailer,  Ryder  is  there. 
Every  step  of  the  way. 

With  Dedicated  Contract  Carriage,  we  develop  a  com- 


Iniin 


IRvi 


L. 


Interested  in 

eliminating 

lessthan-truck 

load  si^ipments? 


Interested  in 

freeing  up 

management 

time  spent  on 

transportation? 


j^ 


Interested  in 
expanding  your 

business  into 
new  geographic 
areas?  -^^ 


Interested  in 
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Interested  in 

getting  an 

edge  on  tlie 

competition? 


s  your  interest, 


lete  transportation  system  tailored  to  your  needs.  This 
icludes  vehicles,  drivers,  maintenance,  software  design, 
dministrative  management  and  more.  All  coordinated  to 
nprove  customer  service  and  cut  operating  costs.  Best  of 
11,  Ryder  manages  while  you  remain  in  control. 

Call  Ryder  at  1-800-446-5511,  ext.  129,  and  ask  about 
•edicated  Contract  Carriage.  Unless,  of 
ourse,  you've  got  no  interest  in  this  page. 
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better  managing 

inbound 

transportation 
of  raw  materials? 


If  this  is  what  our  winter  looks  like,        f 
just  imagine  summer. 


9641  Sunset  Boulcv.irJ,  Rcvcrlv  HilU.  California  90210 
(213)  276-2251  •  Direct  Reservations  {f^OO)  283-888S  •  TelcN:  188S86  •  TWX  910-490-2580 


Why  Is  Missouri 
A  Smart  Business  Move? 

Ask  350  Of  The 
Fortune  5oo  Companies. 
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If  you're  a  manufacturei;  you  should 
know  why  so  many  successful  companies 
are  doing  business  in  Missouri. 

Just  call  our  toll-free  number  and  we'll 
send  you  a  copy  of  our  Executive  Planning 
Summary.  It  details  the  economic  benefits 
of  Missouri's  central  location,  and  gives  you 
specific  information  about  financing,  tax 
incenti\es,  job  training  programs  and 
much  more 

So  call  today  Because  Missouri  may  be  die 
smartest  move  you'll  ever  make 

Missouri 

Advantage- 

PO  Box  1 18,  Icftcrson  City.  MO  65102 
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Call  today  for  your 
FREE  brochure 

1-800-523-1434 


earnings  gains. 

All  this  is,  of  course,  fodder  for  bill 
collectors.  Two  are  publicly  traded: 
Union  Corp.  and  Payee  American  of 
Brookfield,  Wis.,  each  with  over  $70 
million  in  revenues. 

New  Jersey-based  Union  Corp.  pro- 
vides accounts  receivable  manage- 
ment and  collection  services  to  lend- 
ers as  diverse  as  American  Express, 
Citicorp,  AT&T  and  the  U.S.  Depart- 
ment of  Education.  Union's  stock  has 
climbed  since  1989  from  $12  to  a  re- 
cent $22.  Now,  with  $53  million  in 
cash  and  record  earnings  of  $8  million 
($1.05  a  share),  Union's  management 
expects  1991  to  be  a  very  good  year 
but  not  necessarily  a  great  year.  Why? 
Because  in  a  recession,  recoveries  de- 
cline, and  with  them  the  profits  from 


I'kislic  pr<)lile)xiti<»i 
More  offers  in  the  mail. 


dunning  delinquents. 

Worried,  lenders  are  looking  to  read 
warning  signs  of  possible  bankruptcy. 

What  do  a  beleaguered  borrower's 
finances  look  like  shortly  before  he  or 
she  files  for  bankruptcy?  Darold 
Hoops,  senior  vice  president  of  Mas- 
terCard International,  last  year  under- 
took an  analysis  of  the  financial  con- 
dition of  260  bankrupt  borrowers 
three  months  before  they  filed  for  per- 
sonal bankruptcy.  He  or  she  carried 
three  bank  cards  with  a  total  of  $7,775 
outstanding,  plus  another  15  credit 
lines — such  as  retail  credit,  cars,  gaso- 
line and  home  equity  loans.  Each  had 
a  total  debt  balance  of  $46,000. 

Most  disquieting:  The  borrowers 
had  been  current  on  their  loans  for 
nearly  six  years  on  average.  Then, 
with  little  warning,  they  filed  for 
bankruptcy.  That  undercuts  the  wide- 
ly held  assumption  that  a  mature  con- 
sumer credit  portfolio  is  pretty  safe. 

How  many  such  bankrupts-to-be 
are  out  there  today?  No  one  knows. 
No  wonder  lenders  are  worried.  ■ 


56 


FORBES,  FEBRUARY  4,  1991 


Once  the  technology  of  metallurgy  was  largely 


a  matter  of  strength,  time  and  temperature. 


But  the  metallurgy  of  the  space-age  is  more  a 


matter  of  mind  than  muscle.  At  Fansteel,  the 


most  experienced  fabricator  of  space-age 
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metals  in  the  world,  we  call  this  new 
^  metallurgy:  Metelligence. 

Metelligence- 

O         It  is  the  most  critical  alloy  in  every  part  we 
produce.  Applied  metelligence  has  made 
Fansteel  today's  leading  integrated  producer  of 


aircraft/aerospace,  metalworking  and  energy 


related  products.  It's  just  one  more  reason  it 


will  pay  you  to  know  about  us. 


The  Metelligent  cumpany 


[Fansteel 

1  Tantalum  Place 

North  Chicago,  IL  60064 

708^689-4900 


In  Atlanta,  Ford  is  building  cars  as  effi- 
ciently as  the  fapanese.  Whafs  the  secret? 


Banzai  with  a 
Georgia  accent 


By  Jeny  Flint 


Tl  o  THE  question:  Can  American 
companies  build  cars  as  effi- 
ciently as  Japanese  companies? 
the  answer  is  a  resounding  yes.  The 
Ford  Motor  Co.  has  supplied  the  ring- 
ing response  in  its  Taurus  plant  in 
Atlanta,  Ga.  Probably  it  is  the  most 
productive  car  plant  in  the  U.S.,  far 
superior  to  anything  in  Europe  and, 
yes,  a  match  for  the  typical  Japanese 
car  plant  in  Japan. 

For  years  academics,  consultants 
and  journalists  have  sought  the  secret 
of  Japanese  productivity,  riding  out 
like  knights  hunting  the  Holy  Grail. 
For  all  the  fatuous  books  w^ritten  on 
the  subject  and  all  the  airy  specula- 
tion, the  secret  is  that  there  is  no 
secret.  At  Ford  Atlanta  a  new  Taurus 
rolls  off  the  line  with  17.6  man-hours 
of  work.  A  typical  European  plant 
needs  around  35  hours.  A  typical  Gen- 
eral Motors  plant  needs  about  27 
man-hours.  A  typical  Japanese  trans- 
plant in  the  U.S.,  about  21  hours.  A 
typical  Japanese  plant  in  Japan,  about 
17.  This  comes  from  Massachusetts 
Institute  of  Technology's  five-year 
study  of  the  world's  car  plants. 

That  17.6  didn't  come  easy;  back  in 
1986  Ford  Atlanta  needed  25.8  hours 
to  build  a  car.  Every  year  it  got  better. 
But  then,  back  in  1986  it  took  General 
Motors  154  hours  to  build  a  Cadillac 
in  Hamtramck. 

The  most  productive  car  assembly 
plant  in  the  world  is  Takaoka  Toyota 
in  Japan,  13.2  man-hours  to  produce  a 
small  Toyota.  It  is  quite  possible  that 
with  an  adjustment  for  product  differ- 
ences, Atlanta  and  Takaoka  would  be 
neck  and  neck. 

Signs  of  good  operating  practice 
abound:  no  workers  in  the  aisles  gab- 
bing about  Sunday's  football  game; 
exceptional  cleanliness;  and  the  area 


where  new  cars  are  sent  for  repair  to 
damage  done  during  the  manufactur- 
ing process  seems  deserted.  "We  used 
to  have  150  cars  in  there,"  says  Robert 
Anderson,  the  plant  manager;  now 
the  number  is  6  to  24. 

Why  is  Ford  Atlanta  so  much  better 
than  the  typical  U.S.  auto  plant?  As 
we  said:  There  is  no  secret.  Just  hard 
work  and  attention  to  details.  "There 
is  not  a  magic  wand.  You  won't  find  a 
magic  wand,"  insists  Anderson. 

•  It's  not  that  the  workers  are  young, 
vigorous,  white  and  unspoiled  by  De- 
troit's ways.  The  average  worker  age 
at  Ford  Atlanta  is  47,  no  spring  chick- 
ens. Average  seniority  is  17  years.  Mi- 
nority race  is  35%.  They  don't  even 
exercise  before  hitting  the  line. 

•  It's  not  that  the  plant  is  new.  Ford 
Atlanta  is  43  years  old,  but  did  get  a 
$250  million  revamping  for  Taurus  5 
years  ago.  This  is  no  commune,  ei- 
ther. Rank  hath  privileges,  like  park- 
ing spaces.  But  managers  and  workers 
do  eat  together  at  the  one  cafeteria. 

•  It's  not  that  the  plant  is  a  techno- 
logical marvel.  One  hundred  robots 
were  added  in  the  revamping,  and 
modem  techniques  are  used:  Some 
workstations  glide  along  with  the  line 
so  assemblers  move  with  the  job; 
doors  are  separated  from  bodies  so 
workers  get  easier  access  to  the  interi- 
or. "The  only  state  of  art  is  in  the 
paint  facility,"  says  Anderson. 

•  Just-in-time  inventories?  Inven- 
tories are  down  to  six  days  from  a 
couple  weeks,  but  Ford  Atlanta,  tech- 
nically in  Hapeville  at  the  edge  of  the 
Atlanta  Airport,  is  too  far  from  Mid- 
west suppliers  for  true  just-in-time. 

•  Teamwork  assembly?  No,  Atlanta 
is  weak  on  team  production,  but  the 
plant  has  put  in  a  "zone  improvement 
person,"  a  worker  who  supports  a  par- 
ticular section  of  the  line  and  helps 
chart  quality.  This  is  the  essence  of  a 


team  leader,  Anderson  figures,  and 
part  of  the  Atlanta  magic.  Theory  is 
less  important  than  practicality. 

What  then? 

This  writer  has  tromped  through 
car  plants  around  the  world,  in  eight 
countries,  from  the  Trabant  plant  in 
old  East  Germany  to  Nissan's  Infiniti 
works  in  Japan,  from  Zaragoza,  Spain, 
where  three-shift  assembly  was  in- 
vented, to  Buick  in  Flint,  Mustang  in 
Dearborn,  Chrysler  in  Detroit,  yes, 
even  Studebaker  in  South  Bend.  But 
this  writer  has  never  seen  such  com- 
mon purpose  among  union  and  work- 
ers and  management.  They  don't  nec- 
essarily love  Ford;  they  just  said  they 
wanted  to  do  it  right  and  win. 

"In  Toyota  plants,  they  all  tell  you 
how  tough  they  are,"  said  James  Wo- 
mak,  who  led  the  mit  research  team 
and  admires  the  Toyota  production 
system.  It's  morale.  "There  aren't 
guys  on  catwalks  with  AK-47s;  they 
say  they  are  the  best  in  world,  ban- 
zai."   Some    of    that    mood    comes 
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Buffing  on  the  Taurus  assembly  li)ie 

Call  it  morale.  They  say  "we"  and  they  don't  like  being  second. 


through  at  Atlanta. 

Andersqn,  the  plant  manager,  says 
it:  "What  sets  us  apart  is  our  out- 
standing work  force.  The  attitude  is 
that  they  can  overcome  any  obstacle 
that  gets  in  the  way." 

Here  are  some  remarks  from  J.C. 
Phillips,  chairman  of  uaw  Local  882, 
as  we  walked  through  the  plant: 

"We  have  good  competition.  We 
have  to  meet  it.  We  can't  stick  our 
heads  in  the  sand. 

"We  want  to  eliminate  no-value 
work.  I  put  on  a  part.  The  value  of 
what  I'm  doing  is  attaching  the  part. 
Walking  three  steps  isn't  part  of  the 
value.  Make  every  move  count. 
That's  not  asking  people  to  walk  fast- 
er. It  could  involve  tools  or  worksta- 
tions. Still,  we're  not  expecting  any- 
thing but  a  fair  day's  work  for  a  fair 
day's  pay.  Our  goal:  to  be  the  number 
one  plant,  to  bring  our  costs  down.  A 
very  small  percentage,  they  don't 
want  to  understand  the  process." 

Phillips,  the  union  man,  says  the 


work  pace  at  Ford  Atlanta  is  tougher 
than  It  was  in  1986.  But  he  adds:  "It's 
not  killing  us." 

Forbes  put  a  question  to  this  union 
leader:  "If  I  repeated  your  quotes  in 
Solidarity  House  [uaw  headquarters 
in  Detroit)  they'd  call  you  a  fink." 

Phillips  answered:  "Those  people  in 
Detroit  don't  elect  me.  The  people 
down  here  elect  me.  And  my  number 
one  priority  is  trying  to  keep  this 
plant  going." 

Ford  Atlanta  has  two  types  of  joint 
committees  working  on  problems — 
Employee  Involvement  groups,  aimed 
at  particular  problems  that  come  and 
go,  and  Variability  Reduction  Teams, 
permanent  groups  tied  to  the  different 
car  systems.  There  are  no  company  or 
union  bigshots  at  a  vrt  meeting.  At 
one  meeting  examining  the  problem 
of  bumps  and  dings,  we  asked  the 
hourly  workers  why  they  were  there. 
The  answers: 

"Mr.  Anderson  might  be  the  boss, 
but  it's  our  company." 


"We  were  number  one  [seller].  We 
don't  like  to  be  knocked  down  by 
Honda." 

"It's  our  money  too,  because  we  get 
profit  sharing." 

"Improve  the  car,  keep  my  job.  We 
don't  want  to  be  on  the  street." 

"We  know  more  about  these  cars 
than  management." 

Bumps  and  dings  was  setting  out  to 
hunt  down  the  reason  for  a  little 
scratch,  an  eighth  of  an  inch  long, 
appearing  occasionally  on  the  hood  of 
the  SHO  Taurus,  the  hot  rod  Taurus 
version.  "I  guarantee  you  that  scratch 
will  be  found,"  vowed  Leon  Garner, 
the  ding  coordinator,  an  hourly  work- 
er. They  found  it.  On  the  chassis  line 
an  assembler  rested  the  window 
washer  jug  on  the  hood.  The  next  man 
sometimes  nicked  the  hood  when  he 
moved  the  jug. 

Could  these  Southerners  be  docile 
workers?  Forget  it.  A  nearby  gm  plant 
had  terrible  labor  relations:  same 
Georgia  clay,  yet  nothing  but  trouble. 
CM  got  even  by  shuttering  the  plant. 

No  one  knows  for  sure  why  Ford 
Atlanta  is  different.  Long  ago  some 
manager  must  have  reached  out. 
lord's  strategy  of  holding  capacity 
down  and  using  overtime  in  booms, 
and  cutting  overtime  instead  of  work- 
ers in  slow  times,  builds  trust,  too. 

Anderson  says  he  cuts  5%  to  6%  off 
costs  every  year,  and  the  trick  is  in  the 
attitude.  "They  have  a  kind  of  culture 
in  the  plant  where  you  almost  never 
see  the  managers  in  their  offices,  they 
are  out  on  the  floor,"  says  one  of  the 
MIT  team  that  studied  Atlanta.  In 
shirtsleeves,  too. 

The  product  itself  is  as  important  as 
attitude.  Taurus  was  the  first  really 
"designed  for  manufacture"  Ford,  "an 
absolute  landmark,"  says  one  of  the 
MIT  study  team. 

This  is  what  they  mean:  The  Tau- 
rus front  bumper  has  ten  parts;  the  gm 
Pontiac  Grand  Prix,  a  competitor,  has 
100  parts,  and  the  Ford  parts  even  fit 
together  better.  John  Krafcik,  in  a  re- 
search paper  on  file  at  mit,  ranks 
product  design  equally  with  the  im- 
portant management  policies  and  the 
level  of  automation.  The  best  designs 
have  fewer  parts,  fewer  fasteners,  few- 
er attachment  points  and  fewer  ad- 
justment points. 

"That  didn't  just  happen,"  Ander- 
son emphasizes.  His  plant  people 
were  in  at  the  beginning,  shown  draw- 
ings and  clay  models  five  years  before 
Job  One,  the  first  year  of  production. 
They  made  suggestions — 400  from 
the  hourly  force  alone. 

Productivity  here  isn't  counted  just 
in  terms  of  output  per  man-hour.  Here 
IS  what  we  mean:  A  gm  foundry  we 
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What  does  Conpaq  give  386  users 
who  expect  the  moon? 


t 


Giving  demanding  users 
the  best  PC  possible  is  a 
tradition  at  Compaq. 
A  tradition  we  upheld 
when  we  introduced  the 
world's  first  PCs  based 
on  Intel's  386  and  386SX 
microprocessors.  And  a 
tradition  that  continues  in 
our  comprehensive  line  of 
desktop  PCs. 

Within  this  line  you'll  find  six  different  levels  of 
386  performance  and  affordability.  And  a  PC  designed 
to  give  you  the  perfect  balance  of  features  and  power. 
You'll  find  the  reliability  and  compatibility  you've 
come  to  expect  from  Compaq.  Plus  the  flexibility  to 
choose  from  a  wide  array  of  optional  features. 

You'll  also  find  an  Authorized  COMPAQ  Computer 
Dealer,  who's  trained  to  match  the  right  peripherals 
and  software  with  the  right  PC.  And  to  tailor  a  solution 
to  your  exact  needs.  All  at  prices  that  are  more 
I  competitive  than  ever. 

Come  look  at  the  COMPAQ 
DESKPRO  386N  Personal  Computer, 
or  example.  It's  a  full-function  PC 

COMPAQ,  DESKPRO,  Regislered  US  Patent  and  Trademark  Olfice  PtoducI  names  mentioned  herein  may  be  trademarks  andyor  rejiislered  Irademarks  ol  other  companies  ©1990  Compaq  Computer  Corporation  All  rights  reserved 


with  breakthrough 
features  for  networked 
environments.  As  a 
stand-alone  PC,  its 
16-MHz  386SX 
microprocessor 
handles  all  of  the 
general  business 
applications  our 
other  386SX-based  PCs 
run.  With  so  many  integrated  features,  you  can  take  care 
of  your  expansion  needs  using  only  two  slots. 

And  it  comes  with  a  host  of  unique  network 
features  like  multilevel  security,  making  it  the  best 
full-function  PC  for  connected  environments.  All  of 
this  fits  neatly  into  a  space-saving  design. 

The  COMPAQ  DESKPRO  3865 
Personal  Computer  is  also  designed 
to  handle  general  business 
applications.  Its  16-MHz  386SX 
microprocessor  gives  you  exceptional  386 
performance.  And  its  32-bit  architecture  lets  you 
run  today's  popular  business  software.  It  also 
offers  the  flexibility  to  run  tomorrow's  advanced 
business  software. 


The 
stars. 


fW2^ 


Project 
managers 
and  otiier 
general 
business 

users  will  find  everything  they  need 
to  manage  databases  and  speed  through  complex 
spreadsheets  in  the  COMPAQ 
DESKPRO386S/20  Personal 
Computer.  It  delivers  the  maximum 
in  20-MHz  386SX  performance  and 
a  broad  range  of  integrated  features. 

The  COMPAQ  DESKPRO  386/20e  Personal 
Computer  is  for  experienced  users.  It's  perfect  for 
demanding  applications  like  presentation  graphics. 
And  it's  loaded  with  high- 
performance  features  like  an 
advanced  cache  architecture. 
So  it  runs  up  to  50%  faster  than 
other  20-MHz,  non-cached  386-based  PCs. 

For  users  doing  similar  jobs,  but  with  more 
stringent  performance  needs,  we  offer  the  COMPAQ 
DESKPRO  386/25e  Personal  Computer.  Its  25-MHz 
32-bit  performance  lets  you  fly  through  financial 
analysis  as  well  as  other  demanding  applications. 


^^SiSi 


It's  the  perfect 
personal 
computer  for 
people  who 
are  serious 
number  crunchers,  administrators 
who  manage  massive  loads  of        i^^""""^w 
information  and  engineers  who 
work  on  generating  complex  two- 
dimensional  CAD  drawings. 

At  the  most  demanding  level  of  386  computing  are 
the  power  users  who  do  graphic-intensive  applications 
like  3-D  CAD  drawings  and  other  performance- 
intensive  applications.  These  people  need  the  kind  of 
high  performance  that  the  COMPAQ  DESKPRO  386/33L 
Personal  Computer  delivers.  It 
combines  the  fastest  386  chip 
with  high-performance  innovations. 
And  it  lets  you  easily  upgrade  to  the 
power  and  performance  of  a  486  chip. 

If  you're  looking  for  the  386  desktop  PC  that  simply 
works  better  for  whatever  you  do,  call  1-800-231-0900, 
Operator  129.  In  Canada,  call  1-800-263-5868,  Operator  129. 

comPAa 

It  simply  works  better. 


Robert  Anderson,  mcnuiger-  of  Ford  Atlantci 

The  managers'  place  is  on  the  floor,  in  shirtsleeves. 


know  of  used  to  ship  18%  to  20%  bad 
engine  blocks:  They  would  get  to  the 
engine  plants  and  be  machined  into 
engines,  then  get  caught  on  the  test 
stand.  There  would  be  a  defect  report, 
which  would  go  to  accounting,  which 
would  inspect,  make  a  discrepancy 
report  and  send  the  block  back  to  the 
foundry,  which  would  throw  it  away. 
Productivity  might  be  grand,  but  fig- 
ure the  costs. 

Anderson  and  his  managers  explain 
their  5%-to-6%  cost  savings  with  lit- 
tle examples.  Some  saved  money. 
Some  improved  quality.  It's  the  same. 

•  Window  glass  sealant  was  applied  at 
14  millimeters,  plus  or  minus  2  milli- 
meters. By  designing  a  new  measuring 
tool,  Atlanta  zeroed  in  on  12-millime- 
ter thickness,  saving  5  gallons  of  $28- 
a-gallon  sealant  a  day.  Less  gunk  to 
clean  off,  too. 

•  Empty  drums,  as  for  the  sealant. 


were  full  of  gunk,  too  much  trouble  to 
clean.  They  were  crushed,  at  a  cost, 
and  someone  was  paid  to  drag  them 
off.  Atlanta  got  suppliers  to  put  a  liner 
in  the  barrels.  Pull  the  liner,  and  clean 
barrels  get  picked  up  for  reuse. 

•  The  inside  of  the  hood  got  a  gray 
primer  and  a  coat  of  body  color  paint. 
The  suggestion:  Just  use  the  primer 
but  in  body  color  for  the  inside  hood. 
Saving:  two  workers  per  shift. 

•  Workers  said  the  alcohol  wipe  ma- 
chine on  the  paint-stripping  line  dam- 
aged cars.  Dump  it,  they  said,  making 
more  work  for  themselves  but  helping 
quality  and  curbing  repair  costs. 

•  Ford  Atlanta  bought  five  $250,000 
diesel  generators  to  kick  in  at  peak 
power  load  time  to  help  Georgia  Pow- 
er, which  then  cut  Ford  Atlanta's  bill 
$800,000  a  year. 

Japanese   plants   in   the   U.S.   still 
have  a  cost  advantage,  even  if  it  takes 


J.C  /'hi//i/is.  c/kiintian  of  iIk'  I 'AW  local 

Sure  we  work  harder,  he  says.  "It's  not  killing  us. 


them  just  as  many  man-hours  to  pro- 
duce a  car.  Labor  costs  them  less. 
They  build  in  semirural  areas  where 
every  doctor  doesn't  lease  two  Mer- 
cedes, and  they  hire  young.  Result: 
lower  medical  costs,  lower  pay  (new 
workers  earn  less)  and  no  pensions. 
That  saves  $5  to  $10  an  hour,  says 
Harold  Poling,  chairman  of  Ford.  He 
could  match  that.  Poling  says  sarcas- 
tically. "Close  the  [old  Ford]  plants, 
lay  off  all  our  employees.  Hire  new 
ones.  It's  not  in  the  books."  That's 
why  continual  savings  outside  of  pro- 
ductivity must  be  part  of  the  process 
of  being  competitive. 

There's  one  more  issue  that  counts 
at  the  factory  level:  quality. 

Taurus  quality  was  publicly  criti- 
cized in  the  past,  but  it's  pretty  good 
now  as  far  as  Forbes  can  tell.  Honda 
Accord,  the  major  competitor,  still 
has  an  edge,  but  Taurus  is  closing. 

Unfortunately,  the  factory  isn't  the 
only  place  that  causes  quality  prob- 
lems. A  Forbes  reader  writes:  "My 
Taurus  has  been  in  the  shop  all  week. 
Why?  Because  they  are  waiting  for  an 
exotic  part,  a  heater  hose.  Ford  proba- 
bly has  a  quarter-million  Tauruses  in 
the  New  York  area,  and  Manhattan 
Ford  |a  company-owned  showroom] 
doesn't  have  a  $#%%&  heater  hose 
in  stock.  I'm  buying  another  Honda!" 

More  serious.  Ford  left  Taurus  basi- 
cally unchanged  since  its  Christmas 
1985  introduction.  Honda  was  new 
for  1990;  Toyota  will  have  an  all-new 
Camry  in  1993.  Ford  will  do  a  modest 
front/rear  Taurus  restyle  next  fall  and 
a  truly  new  version  in  1995,  but  that's 
four  years  off.  And  style  sells. 

Indeed,  Ford  seems  to  be  rejecting 
the  derring-do  that  succeeded  so  well 
with  Taurus.  Less  exciting  new  mod- 
els here  and  in  Europe  aren't  selling 
that  well.  The  word  "coasting"  is 
used  to  describe  the  past  few  years. 

The  good  news  is  that  at  the  high, 
profitable  end  of  the  market.  Ford  is 
stronger  than  ever.  Lincoln  sales  are 
high,  the  new  four-wheel-drive  Ex- 
plorer is  outselling  all  competitors, 
and  the  $20,000-plus  Crown  Victoria, 
due  in  the  spring,  might  be  a  winner. 

Can  Atlanta  be  cloned?  Yes.  Harold 
Poling  says  it  isn't  light  years  away 
trom  his  other  plants  in  productivity 
and  quality.  Chicago  (Taurus),  Louis- 
ville (Explorer)  and  Wayne,  Mich.  (Es- 
cort) are  rated  highly.  And  gm?  It,  too, 
is  improving,  but  slowly. 

No,  Americans  don't  have  to  be- 
come Japanese  to  compete  with  the 
Japanese.  But  they  do  need  to  work 
harder  at  what  they  do  best,  and  they 
need  to  build  teamwork  and  trust  and 
keep  questioning  the  old  ways  of  do- 
ing things.  ■ 
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IREAOUGHTi-^WiVE  RESPCiNSIfelv  Off-POAD 


No  other  luxury  car  makes  as  favorable  an  impression. 


G, 


Tranted,  there  are  other  luxury  cars 
that  boast  an  impressive  array  of  ameni- 
ties including  leather  seats,  a  multi- 
speaker  sound  system  and  burl  walnut 
trim.  Just  like  a  Range  Rover 

And,  yes,  there  are  other  luxury  cars 
that  are  capable  of  comfortably  cruising' 
at  over  100  mph  on  the  test  track.  Just 
like  a  Range  Rover 

But  no  other  luxury  car  can  carve  its 
way  through  blankets  of  road-closing 


snow.  Take  on  puddles  that  could  sink  a 
canoe.  Or  conquer  boot-swallowing  mud. 
Just  like  a  Range  Rover 

Because  no  other  luxury  car  is  built 
like  a  Range  Rover 


^  RANGE  ROVER 


With  its  tenacious  permanent  4-wheel 
drive  and  stump-pulling  V-8  engine,  a 
Range  Rover  can  help  you  see  your  way 
through  virtually  anything.  Even  when 
there's  no  road  in  sight. 

So  why  not  call  1-800-FINE  4WD  for  the 
name  of  a  Range  Rover  dealer  near  you? 

At  around  5543,000,  a  Range  Rover  isn't 
something  you'd  buy  every  day. 

It  is,  however,  something  you  can  drive 
every  day. 


The  Up  &  Comers 


Crazes 


Old  baseball  card  prices  are  finally  topping 
out.  Can  cardmaker  Topps  Co.  weather  the 
plunge?  The  betting  is  that  it  will. 

Kids  will  be 
collectors 


By  William  Tucker 


Here's  one  way  to  look  at 
American  financial  history 
over  the  past  15  years:  Had 
you  invested  $100  in  Topps  Co.,  Inc.'s 
baseball  cards  in  1974,  15  years  later 
the  pieces  of  cardboard  would  have 
been  worth  $2,273. 

Or  consider  how  Topps'  insiders — 
the  Shorin  family,  which  founded 
Topps  in  1938,  and  the  buyout  firm  of 
Forstmann  Little  &.  Co. — made  out. 
After  taking  the  company  private  in 
1984  for  $98  million  (nearly  all  bor- 


rowed), they  recouped  their  invest- 
ment plus  $6  million  when  they  took 
Topps  public  again  in  1987.  A  special 
dividend  payment  in  1988  gave  them 
another  $96  million.  Today  they  own 
60%  of  Topps'  equity,  worth  about 
$425  million.  A  $550  million  profit  in 
cash  and  equity  appreciation,  in  short, 
on  practically  nothing  down. 

That  the  card  collecting  phenome- 
non has  boosted  the  price  of  George 
Brett's  rookie  card  from  a  few  pennies 
in  1975  to  $160  today  has  all  the  over- 
tones of  tulipomania.  But  if  the  bub- 
ble  pops,    will   Topps   tumble,    too? 


A}-thur  Shorin  with  l(>pp\  ^Iciitiim  lincuj) 

"Kids  are  basically  the  same  the  world  over. 


Probably  not.  The  card  company  enti- 
ty is  not  as  keyed  to  collecting  as  it  is 
to  children's  entertainment. 

"The  basic  consumer  in  this  busi- 
ness is  the  kid  with  50  cents  in  his 
pocket  who  wants  to  get  his  favorite 
players,"  contends  Stanley  Lanzet,  an 
analyst  at  Amhold  &  S.  Bleichroeder 
who  tracks  Topps.  "Even  in  a  reces- 
sion, that  kid  is  probably  going  to  be 
buying  baseball  cards." 

Topps  operates  out  of  a  thoroughly 
unpretentious  office  in  Brooklyn's  ag- 
ing Bush  Terminal.  Its  latest  balance 
sheet  appears  equally  unimpressive. 
Topps  closed  the  books  in  fiscal  1990 
with  long-term  debt  of  $85  million 
and  shareholders'  equity  of  minus  $35 
million. 

On  the  other  hand,  the  company's 
cash  flow  and  earnings  have  been 
growing  strongly,  debt  is  shrinking 
and  equity  is  rising.  "Anybody  who 
looks  at  the  numbers  can  see  that 
we've  probably  gone  back  to  a  positive 
net  worth,"  said  Arthur  Shorin,  chair- 
man of  the  board,  during  an  interview 
in  early  January.  "We  think  we've 
proved  our  ability  to  get  out  of  debt." 

Shorin's  confidence  is  based  on 
Topps'  high  operating  margins  (more 
than  30% )  and  sales  that  over  the  past 
five  years  have  regularly  increased  at 
about  15%  a  year.  Over  the  first  three 
quarters  of  fiscal  1991  the  company 
netted  $40  million  (86  cents  a  share) 
on  revenues  of  $222  million;  cash 
flow  surged  32%,  to  $74  million. 
"They  don't  even  have  to  advertise 
much,"  says  Sally  Smith,  an  analyst 
at  Baltimore's  Alex.  Brown  &.  Sorjs.  "I 
don't  know  any  other  business  that 
can  generate  so  much  revenue  with 
virtually  no  working  capital." 

Arthur  Shorin,  55,  is  the  son  of  one 
of  four  brothers  who  founded  Topps  as 
a  chewing  gum  company.  Bazooka 
bubble  gum,  its  longest-running  suc- 
cess, came  out  in  1947.  In  1952  the 
Shorins  began  supplementing  flat 
slabs  of  Bazooka  with  a  series  of  pic- 
tures of  major  league  baseball  players. 
At  the  time,  only  Bowman,  a  small 
Philadelphia  firm,  and  Goudy  Gum, 
in  Boston,  were  doing  the  same  thing. 

Within  three  years  Topps  bought 
Bowman.  The  company  then  proceed- 
ed to  nail  down  the  franchise  by  sign- 
ing promising  minor  leaguers  to  long- 
term  contracts  that  prohibited  them 
from  having  their  pictures  taken  by 
competitors.  In  1989  Topps  auctioned 
off— for  $550— the  $50  check  with 
which  it  once  bought  the  photo  exclu- 
sive for  Willie  Mays. 

Topps  had  the  market  to  itself  for 
25  years.  But  in  1975  Philadelphia's 
Fleer  Corp.,  which  makes  Dubble 
Bubble   gum,    sued   for   restraint    of 
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trade.  In  1980  a  federal 
judge  ruled  in  Fleer's  fa- 
vor, and  Topps  had  its 
first  real  competitor.  The 
decision  was  reversed,  and 
Topps  successfully  sued 
for  all  of  Fleer's  1981  prof- 
its, receiving  a  large  un- 
disclosed settlement. 
Fleers  finally  mooted  the 
issue  by  leaving  out  the 
bubble  gum — a  painful  de- 
cision for  the  company 
that  claims  to  have  in- 
vented bubble  gum  in 
1927. 

Since  1981  at  least  three 
more  card  companies 
have  joined  the  fray.  Hom^- 
ever,  far  from  hurting 
Topps,  the  competition 
has  helped  turn  the  mom- 
and-pop  operation  into  a 
powferhouse. 

"Topps  had  gotten  complacent 
wfith  their  monopoly,"  explains  Tom 
Mortenson,  editor  of  Sports  Collectors 
Digest.  "Their  cards  were  very  poor 
quality  and  they  only  brought  out  one 
line.  They  never  really  recognized  the 
potential  of  their  own  market." 

Card  companies  now  have  several 
lines  and  sets,  such  as  rookie  cards, 
traded  players  and  minor  league  stars. 
Yet  as  fast  as  the  companies  have 


Origuuil  / 
Marriott 


Hincl-paitited  Matitle  and  Mays  cant  cind  lithographs 
Corp.  paid  $198,000 for  the  collectibles. 


turned  out  new  lines,  the  kids  have 
snapped  them  up.  Retail  sales  of  all 
cards  grew  from  under  $100  million  in 
1981  to  $1  billion  m  1990. 

No  doubt  collectomania  has  had 
something  to  do  with  this  growth. 
"By  1980,  the  first  generation  of  kids 
that  collected  baseball  cards  were  ap- 
proaching middle  age,"  says  Morten- 
son.  "They  realized  they  had  lost  a 
small  fortune  when  their  mothers 
threw  out  their  old  collections.  These 


men  began  urging  their 
kids  to  collect  cards  as  an 
investment."  Many  coin 
and  stamp  dealers  have 
expanded  into  baseball 
cards,  and  card  shows 
have  proliferated. 

According  to  Tucker 
Smith,  an  editor  at  Titjf 
Staff,  a  monthly  baseball 
magazine  and  price  guide, 
the  heady  price  inflation 
is  over.  "We've  seen  a  lev- 
eling off  [in  prices]  in  the 
past  few  months,"  reports 
Smith.  "But  we  don't  see 
any  signs  of  shrinkage." 

Those  who  assume  that 
Topps  will  falter  if  old 
card  prices  fall  miss  the 
point  that  kids  enjoy 
spending  their  dimes  and 

quarters  on   images   that 

are  familiar  and  entertaining  to  them. 
In  1 985,  for  example,  Topps  introduced 
a  line  of  Garbage  Pail  Kids  cards,  a 
satire  on  the  popular  Cabbage  Patch 
Kids.  Such  entertainment  cards  have 
little  proven  collector  value.  But  the 
Garbage  Pail  line  brought  in  revenues 
of  $48  million  for  Topps  in  1 988.  Topps 
was  forced  to  retire  the  line  in  1988, 
however,  after  Cabbage  Patch  creator 
Xavier  Roberts  sued  for  violation  of 
copyright. 


At  Canon,weVe  built 
a  reputatiQii  solving  youf* 
small  copying  problems. 


Topps  followed  with  Batman  and 
The  New  Kids  on  the  Block  cards. 
These  have  been  successful,  but  less  so 
than  Garbage  Pail  Kids.  Meanwhile, 
the  sports-based  cards — including 
football  and  hockey — continue  to  sell 
steadily,  starting  at  50  cents  a  pack. 

With  its  debt  down  to  $42  million 
and  sinking  fast,  Topps  must  figure 
out  how  best  to  channel  its  growing 
cash  flow.  In  1988  the  insiders  used 
the  cash  flows  to  enrich  themselves 
(as  well  as  minority  shareholders)  by 


releveraging  the  company  and  paying 
out  a  special  $10-per-share  dividend. 

Shorin  doubts  another  releveraging 
is  in  Topps'  future.  "With  the  present 
concerns  about  debt,  we  probably 
won't  go  into  another  big  borrowing," 
he  says.  "But  we're  not  going  to  make 
an  acquisition  just  for  the  sake  of 
making  an  acquisition.  We'll  look  for 
things  that  are  comparable  to  what 
we've  already  got." 

Topps  is  already  established  in  for- 
eign markets.  Bazooka  is  sold  in  55 


countries,  with  the  Bazooka  Joe  com- 
ic wrapper  translated  into  eight  lan- 
guages. Les  Crados  (The  Dirty  Ones), 
the  French  version  of  the  Garbage  Pail 
Kids,  sold  at  least  20  million  packs  in 
a  country  of  55  million  people. 

Kids,  in  short,  are  natural  collec- 
tors, and  Topps  has  shown  a  real  tal- 
ent for  producing  images  they  like  to 
collect.  If  it  can  continue  to  do  so, 
there  is  no  reason  to  think  Topps  will 
fall  victim  to  any  fluctuations  in  the 
collectors'  card  market.  ■ 


The  Up  &  Comers 


Upstarts 


First  unexpected  fact:  Haward  University 
puts  $5  million  into  Avenue  Entertain- 
ment, a  struggling  moviemaker.  Second 
unexpected  fact:  Avenue  makes  money. 

Sweetheart, 
get  me  Cambridge! 


By  Lisa  Gnbemick 


T|he  president  and  fellows  of 
Harvard  College  are  responsible 
for  the  university's  $5  billion  en- 
dowment. They  make  sure  that 
most  of  it  is  invested  conservatively. 

But  even  university  fellows  like  a 
little  glamour  in  their  portfolios.  In 
1986  Aeneas  Venture  Corp.,  Har- 
vard's $1.2  billion  fund  for  privately 
held  investments,  invested  $5  million 
in  Tri-Star  Pictures;  three  years  later 
Aeneas  cashed  out  for  $28  million. 

But  even  before  the  Tri-Star  payoff. 
Harvard  decided  to  increase  its  Holly- 
wood exposure.  So  in  1987  Aeneas 
plunked  down  another  $5  million  for 
half  the  equity  of  Avenue  Entertain- 
ment, a  fledgling  movie  production 
company.  Avenue  was  (and  is)  run  by 
Gary  Brokaw,  39,  a  Berkeley  graduate 
who  has  moussed  hair  and  wears  slick 
Italian  suits.  "Gary,"  says  Scott  Sper- 
ling, a  managing  partner  of  Aeneas, 
"wanted  to  make  high-quality,  low- 
cost  pictures  that  would  appeal  to  the 
most  sophisticated  part  of  the  movie- 
going  public." 

Doesn't    everybody?    But    Brokaw 


Richard  I Icinis  i)i  TIk-  , 

Appealing  to  sophisticates. 

had  impressive  credits.  In  1985  Bro- 
kaw and  a  partner  released  AX«  of  the 
Spider  Woman  and  The  Trip  toBountifid, 
films  in  which  top-flight  actors  re- 
duced their  upfront  fees  for  the  oppor- 
tunity to  appear  in  quality  projects. 
Spider  Woman,  which  starred  William 
Hurt,  cost  about  $2  million  (exclud- 
ing marketing  expenses)  and  grossed 
almost  $18  million  domestically. 
Bourififid  starred  Rebecca  DeMomay 
and  Geraldine  Page;  it  cost  $1.5  mil- 
lion and  grossed  $7.8  million. 

Brokaw,  a  car  dealer's  son  who  grew 
up  in  southern  California,  got  his  start 
in  the  movie  business  in  1976  when 


he  was  finishing  up  his  master's  in 
business  at  ucla  and  working  as  an 
intern  at  Twentieth  Century  Fox.  His 
M.B.A.  thesis  was  an  unorthodox 
marketing  plan  for  an  animated  Fox 
film  called  Wizards.  Fox,  which  had 
figured  the  film  for  a  loser,  took  a 
chance  on  the  cheeky  college  student. 

"The  exhibitors  didn't  want  the 
film,"  recalls  Peter  Myers,  who  was 
Brokaw's  boss  at  Fox.  Brokaw's  idea 
was  to  take  the  film  to  college  cam- 
puses, advertise  it  on  college  radio 
stations  and  in  newspapers,  and  try  to 
build  some  word-of-mouth  enthusi- 
asm. "The  plan  was  cheap — and  it 
worked,"  says  Myers.  Wizards,  which 
cost  $3  million,  broke  even  at  the  box 
office;  it  made  a  little  money  from 
sales  in  television  and  video  markets. 

Brokaw  went  to  work  full  time  at 
Fox,  where  he  was  part  of  a  team  that 
applied  the  Wizard^;  marketing  princi- 
ple— get  word-of-mouth  going  on  col- 
lege campuses,  and  then  expand  into 
bigger  markets — to  promoting  The 
Rocky  HotTor  Picture  Show.  That  $2.5 
million  film  has  become  a  cult  clas- 
sic, grossing  in  excess  of  $100  million. 
After  four  years  at  Fox,  Brokaw  moved 
on  to  Cineplex  Corp.,  where  he  helped 
the  Canadian  theater  chain  launch  its 
ill-fated  expansion  into  the  U.S.  The- 
ater experience  under  his  belt,  in  1983 
he  and  Island  Records'  Chris  Black- 
well  formed  a  partnership.  Island  Pic- 
tures, which  produced  The  Trip  to 
Bontitifid  and  Ktis  of  the  Spider  Woman, 
among  others. 

The  soul  of  movies  is  money.  On 
the  prowl  for  more  money,  Brokaw 
met  the  Harvard  investment  group 
through  a  Hollywood  friend.  He  left 
Island  Pictures  in  December  1986  and 
formed  Avenue  early  the  next  year. 
For  $5  million.  Harvard  got  53%  of 
Avenue's  equity.  The  rest  was  divided 
between  Brokaw  (with  27% )  and  Citi- 
corp, which  provided  $2.5  million. 

The  1 1  films  Avenue  has  released 
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since  Brokaw  went  to 
Harvard  have  earned  re- 
spectable reviews  but  not 
much  money:  None  has 
grossed  more  than  $5  mil- 
hon  at  the  box  office.  But 
that's  acceptable  because 
Brokaw  has  proved  a 
tight-fisted  businessman. 
Two  years  ago,  when  the 
company  realized  reve- 
nues would  be  lower  than 
anticipated,  he  quickly 
fired  30%  of  his  staff, 
leaving  Avenue  with  just 
20  employees.  "I  didn't 
want  to  worry  about  hav- 
ing too  many  mouths  to 
feed,"  says  Brokaw. 

The  move  paid  off.  Be- 
tween 1989  and  1990, 
Avenue's  revenues,  from 
such  films  as  Drugstore 
Cowboy  and  The  Year  My 
Voice  Broke,  climbed  from  $9.2  mil- 
lion to  $13.8  million,  while  its  sales 
and  general  and  administrative  ex- 
penses dropped  by  21%.  Last  year  the 
company  earned  a  net  profit  of 
$250,000,  up  from  a  loss  of  $2.7  mil- 
lion in  1989.  Of  the  11  movies  Ave- 
nue has  released  so  far,  only  two,  the 
eminently  forgettable  Signs  of  Life  and 
Tapeheacis,  lost  money. 

Brokaw  keeps  chiseling  away  at  his 


Aremie  Entertcii/iineHt's  Cci>y  lirokciw 
"We  want  a  lot  of  trips  to  the  plate. 


overhead.  Rather  than  using  outside 
advertising  agencies  that  can  charge 
$300,000  or  so  to  do  a  print  media 
campaign  for  a  forthcoming  film.  Av- 
enue prefers  to  produce  its  own  post- 
ers and  ads  in-house,  for  one-tenth  the 
cost.  Brokaw  also  makes  his  own  pro- 
motional trailers,  thereby  shaving 
tens  of  thousands  of  dollars  more 
from  his  marketing  costs.  "Gary  gets  a 
good  bang  for  his  marketing  buck," 


says  David  Mount,  presi- 
dent of  LIVE  Home  Video, 
which  handles  Avenue's 
video  rights. 

Brokaw  is  off  to  a  good 
start  with  Avenue's  most 
recent  release,  I'he  Field, 
starring  Richard  Harris. 
The  $6  million  film, 
which  has  opened  in  only 
two  theaters  in  Los  Ange- 
les and  New  York,  has 
garnered  a  clutch  of  posi- 
tive reviews,  and  its  box 
office  revenues  per  screen 
have  climbed  20%  in  its 
first  three  weeks  of  re- 
lease. It  goes  nationwide 
in  February.  Other  prom- 
ising pictures  on  the  hori- 
zon: Misler Johnson,  direct- 
ed by  Bruce  Beresford 
(Dhvi>ig  Miss  Daisy),  opens 

in  February  and  The  Ohjecl 

of  Beauty,  starring  John  Malkovich,  in 
March.  "We  haven't  had  better  than  a 
single  so  far,"  Brokaw  admits.  "But 
the  key  to  our  strategy  is  that  we  want 
to  have  a  lot  of  trips  to  the  plate.  If  we 
get  a  double  or  a  triple,  it  all  goes  right 
to  the  bottom  line." 

But  so  what  if  Avenue  doesn't  earn 
a  lot  of  money  for  Harvard?  The  uni- 
versity can  still  say  it's  in  the  enter- 
tainment business.  ■ 


M)w  we  wantyour  hig  ones. 


America's  most  popular  copier  is  taking 
a  newdirection.TheNP9800.  A  high-volume 
copying  system  with  walk-up  convenience. 

Consider  its  credentials.  83  copies  per  min- 
ute combined  with  a  5,100-sheet  paper  capacity, 
the  largest  in  the  industry.  As  well  as  fast 
document  handling,  finishing,  and  advanced 


copying  1  _  _ 

All,  in  an  innovative  desi  Ji  tS'^ 
makes  the  NP9800  remarkably  easy  to  use. 

If  your  copy  problems  are  big,  the  NP9800 
is  your  solution.  To  find  out  more,  call  us  at 
1-800-OK-CANON. 


Canon  ^^^^p^^soo 


Marsh  &  McLennan,  the  world's  largest 
insurance  broker,  seems  determined  to  be- 
come the  largest  consulting  finyi  as  well. 


Elephant  hunter 


By  Rita  Koselka 


Tl  HE  INSURANCE  INDUSTRY  is  in 
the  doldrums.  So  how  was  $2.4 
billion  (revenues)  Marsh  &. 
McLennan  able  to  produce  a  7%  rise 
in  revenues  in  1989,  keep  earnings 
stable  and  also  have  a  five-year  return 
on  equity  of  41.7% — the  highest  of 
any  insurance  company  in  our  annual 
review  (Forbes,/^//?.  7)? 

New  York-based  Marsh  has  done  it 
by  shrewd  diversification.  In  1989  its 
insurance  brokerage  revenues  were 
actually  flat,  at  $1.4  billion,  but  con- 
sulting grew   19%,   to  $754  million. 


For  1990  Marsh's  consulting  revenues 
are  expected  to  reach  at  least  $900 
million — compared  with  front-run- 
ning Andersen  Consulting,  currently 
the  largest  general  consulting  firm  in 
the  U.S.  with  estimated  1990  reve- 
nues of  $1.9  billion  worldwide. 

More  than  sheer  volume,  it's  a  race 
for  reputation.  Marsh's  real  goal  is  to 
displace  over  $900  million  ( 1 990  reve- 
nues) McKinsey  &  Co.  as  the  country's 
preeminent  management  consultant. 
That  may  be  tough,  given  Marsh's 
strategy — to  grow  rapidly  as  a  large 
public  company  by  acquisition — 
much  like  Saatchi  &.  Saatchi,  the  ad- 


Marsh  Chairnicm  I'larik  Tctsco  a>id President  Ian  Sm/th 
Going  after  McKinsey's  crown. 


vertising  conglomerate  now  suffering 
from  a  bad  case  of  indigestion. 

"What  clients  want  is  the  best  ser- 
vice for  their  need,  not  a  big  company 
with  lots  of  services,"  says  James 
Lawrence,  chairman  of  the  lek  Part- 
nership, a  growing  London-based  con- 
sulting firm  specializing  in  strategy 
and  acquisitions.  Lawrence  has  an  ob- 
vious bias,  but  he  reflects  the  skepti- 
cism of  many  people  who  believe  the 
challenge  of  any  rapidly  growing  ser- 
vice business  is  in  keeping  clients  and 
employees  loyal  rather  than  achieving 
growth  for  size's  sake. 

However,  unlike  Saatchi  &.  Saatchi 
and  some  others.  Marsh  has  learned 
over  the  years  how  to  select  and  digest 
these  acquisitions.  Being  in  the  risk 
analysis  business.  Marsh  says  it  has 
done  its  homework  on  its  own  strate- 
gy and  is  managing  the  pitfalls  of 
growth.  One  key  element  has  been 
trying  to  make  senior  executives,  in 
both  insurance  and  consulting,  feel 
like  partners  in  a  private  firm  instead 
of  employees  of  a  giant  public  one. 
Like  law  firms  whose  reputations 
turn  largely  on  the  skills  of  principal 
partners.  Marsh  relies  heavily  on  the 
client  relationships  of  its  key  people 
to  bring  in  new  business.  For  example. 
Marsh  clients  continue  to  hire  its 
Temple,  Barker  &  Sloan  unit  for  the 
expertise  of  Carl  Sloan,  a  noted  strate- 
gy consultant. 

Like  most  companies.  Marsh  floun- 
dered in  its  first  few  diversification 
attempts.  In  1970  Marsh  bought  Bos- 
ton-based Putnam  Cos.,  an  invest- 
ment and  mutual  fund  manager,' but 
some  of  Putnam's  best  people  left, 
complaining  of  interference  from 
headquarters  and  restrictions  on  pay 
and  bonuses.  Since  then,  Marsh  has  let 
Putnam  have  its  own  separate  pay  and 
promotion  scales.  It  has  done  the  same 
with  the  consulting  acquisitions,  and 
in  all  cases  lets  the  new  units — wheth- 
er in  benefits,  environmental  or  man- 
agement strategy — -operate  indepen- 
dently under  their  own  names. 

Marsh  didn't  simply  jump  into  con- 
sulting as  a  random  move.  Its  original 
business  involved  advising  companies 
on  what  insurance  they  needed — a 
form  of  consulting — and  Marsh  went 
into  other  forms  of  consulting,  such 
as  employee  benefit  work,  as  early  as 
the  1940s.  From  then  on  it  was  a  mat- 
ter of  adding  new  types  of  consulting. 

In  recent  years  it  has  acquired  Na- 
tional Economic  Research  Associates, 
image-peddlers  Lippincott  &  Margu- 
lies,  general  management  consulting 
firms  of  Temple,  Barker  &.  Sloan  and 
Strategic  Planning  Associates. 

In  consulting,  as  in  insurance  bro- 
kering, Marsh  wants  to  concentrate 
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A  promise  to  make  your  kids  my  kids ,  wnen  you  need  a  weekend  oil, 


A  promise  tnat  nelp  witn  a  down  payment  won't  require  pride  as  collateral. 


A  promise  to  leave  you  witn  advantages  tnat  I  never  nad. 


Nothing  binds  us  one  to  tne  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual 
we  believe  in  keeping  our  promises.  That  way  all  the  families  and  businesses  that  rely  on  us  can  keep  theirs. 


O  1990  Massachusetrs  Mutual  Life  Insurance  Co  ,  Spfinglield  MA  01111 


MassMutual' 

we  nelp  you  keep  your  promises 


Stocks 


or  Bonds? 

Choose  both,  with  Twentieth  Century's  Balanced  Investors.  An 
important  objective  for  any  investor's  portfolio  is  to  find  the  right 
balance  of  investments.  Balanced  Investors  is  designed  to  help  you 
achieve  a  balance  of  growth  and  income  in  a  single  mutual  fund.  You'll 
have  the  potential  for  the  kind  of  growth  over  time  that  Twentieth 
Century's  stock  funds  are  known  for.  Plus,  you'll  enjoy  greater  price 
stability  and  income  from  the  fund's  investments  in  high-grade  bonds. 
To  learn  more,  call  us  for  a  free  prospectus,  with  complete  information 
about  Twentieth  Century  Investors,  including  charges 
and  expenses.  Please  read  the  prospectus  carefully 
before  investing. 

Call  toll-free: 

1-800-345-2021 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


No -Load  Mutual  Funds 


l'*"!!  Iwcnticlh  Century  Inveslors.  Inc 


Take  A  Closer 
Look  —  —  ♦  — 
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And  See  Why 

South  Carolina 

Ranks  As  One  Of  The 
NATION'S  Top  Ten 

Locations  For 

Manufacturing. 

For  a  free  Prospectus  contact: 


Palmetto  Economic  Developmetit  Corporation 

RfpreiCTUinji  Central  Electric  Cooperative  and  Santec  Cooper 

1201  Mam Smi-t,  Suite  1710  •  Colutnbia.SC  29201-3213 

Phone:lSOi)2M-12n  ♦  FAX (803) 771-0233 


Reaim  on 
Investment 


Wildlife  returns  year  after  year  to 

habitat  purchased  by  The  Nature 

Conservancy.  Join  us,  and  make  an 

investment  with  guaranteed  returns. 


Nature 
(^onservancy 


Conservation  Through  Private  Action 

For  more  information, 
call  toll-free  1-800-628-6860. 


on  big  corporate  clients  rather  than  on 
smaller  assignments.  Eighty-five 
years  ago  founder  Henry  Marsh  said: 
"What's  the  use  of  shooting  hum- 
mingbirds when  elephants  are  so 
much  easier  to  hit?" 

It  is  the  same  strategy  Henry  Marsh 
used  in  the  first  half  of  the  century. 
To  expand  his  insurance  brokering 
business,  he  acquired  partnerships 
with  needed  specialties  (such  as  rail- 
road insurance  brokering,  which 
came  with  Donald  McLennan's  Min- 
neapolis agency)  and  new  clients 
around  the  country. 

President  A.J.C.  (Ian)  Smith  de- 
scribes the  process  as  one  of  natural 
growth  rather  than  a  pursuit  of  syner- 
gy as  such:  "We  just  thought  that  we 
knew  how  to  manage  those  types  of 
businesses."  But  Smith  has  been 
pleasantly  surprised.  A  client  seeking 

The  challenge  of  any 
rapidly  growing  service 
business  is  in  keeping 
clients  and  employees  loyal 
rather  than  achieving 
growthfor  size's  sahe.  Being 
in  the  risk  analysis 
business,  Marsh  says  it  has 
done  its  homework  on  its 
strategy  and  is  managing 
the  pitfalls  of  growth. 

advice  from,  say.  Temple  on  how  to 
change  its  manufacturing  operations 
will  also  ask  if  its  pay  system  has  the 
right  incentives  for  employees  to 
make  the  new  plan  work — a  question 
for  William  M.  Mercer  Cos,,  Marsh's 
employee  benefits  group. 

Encouraging  this  kind  of  interac- 
tion requires  lots  of  communication 
at  the  rainmaker  level,  as  opposed  to 
top-down  edicts  from  the  head  office, 
chairman  Frank  Tasco  has  estab- 
lished several  interlocking  company- 
wide  rings  of  senior  executives.  The 
top  ring,  for  instance,  consists  of  47 
senior  executives,  now  called  "part- 
ners," from  all  Marsh  operations 
worldwide.  They  meet  twice  a  year  to 
hash  out  strategy  and  opportunities. 
Out  of  these  meetings  has  come  a  new 
plan  for  paying  midlevel  employees  a 
greater  percentage  of  their  salaries  in 
stock  options  and  bonuses. 

Tasco  is  convinced  that  it  makes 
strategic  sense  to  offer  a  wide  range  of 
consulting  services  under  one  roof. 
He  may  be  right,  but  in  an  industry 
where  any  ambitious,  high-profile 
consultant  can  leave  to  set  up  his  own 
business,  he'll  be  right  only  so  long  as 
Marsh  doesn't  lose  ground  in  the  vital 
business  of  keeping  talented  people 
happy  and  motivated.  ■ 
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worth  remembering . . . 


...  as  a  major  force  in  telecommunications  and  manufacturing. 

At  Canadian  Pacific  we  iiave  moved  swiftly  to  restructure  and  expand 
our  involvement  in  the  rapidly-growing  telecommunications  industry. 
Our  subsidiary,  Unite!  Communications,  is  a  national,  facilities-based 
carrier  with  fiber  optic,  digital  microwave  and  satellite  networks. 
Unitel  provides  a  wide  range  of  cost-effective  voice,  data  and 
message  services  to  customers  in  North  America  and  overseas. 

Our  telecommunications  and  manufacturing  sector  also  includes 
United  Dominion  Industries,  which  provides  manufactured  products 
and  engineering/construction  services  to  commercial  and  industrial 
customers  worldwide. 

Telecommunications  and  Manufacturing— just  one  of4he  valuable^-:; 
assets  that  makes  Canadian  Pacific  Limited  a  name  worth 
remembering.  \  j 

Transportation  and  Waste  Services  •  Energy  •  Forest  Products  •  Real  Estate  and  Hotels  •  Telecommunications  and  Manufacturing 


Canadian  Pacific  Limited 


Harold  Simmons  needed  moneys  to  fi- 
nance his  Lockheed  hid.  A  Simmons-con- 
trolled company  had  moneys,  and  a  pledge 
that  it  wouldnh  be  used  to. go  after  Lock- 
heed. What  was  Simmons  to  do? 


Asset  shuffler 


By  Matthew  Schifrin 


IN  November  Texas  billionaire 
Harold  Simmons  announced  yet 
another  hostile  plan  to  take  over 
Lockheed  Corp.  This  one  would  be 
$40  per  share  in  a  $1.7  billion  take- 
over offer,  with  Lockheed  itself  help- 
ing to  finance  the  deal.  Not  surpris- 
ingly, Wall  Street  yawned.  Lockheed's 
shares  recently  sold  for  less  than  $3)i. 


Considerably  more  agitated  are 
some  of  the  shareholders  of  a  Sim- 
mons-controlled oil  services  company 
called  Baroid  Corp.  They  complain 
that,  despite  his  promises  to  the  con- 
trary, Simmons  is  effectively  using 
Baroid  to  help  finance  his  Lockheed 
bid,  thereby  eroding  the  value  of  their 
investment. 

Based  in  Houston,  Baroid  was  a  sub- 
sidiary of  Simmons'  nl  Industries  un- 


I'exds  hi/iioi/ii/re  I lurolil  (',.  SiDinioiis 

Sacr^iced  Baroid's  balance  sheet  for  a  Textis-size  takeover  attempt. 


til  1988,  when  Simmons  spun  it  off  to 
NL  shareholders.  Simmons  kept  about 
52%  of  Baroid  for  himself. 

In  March  1990  Simmons  complet- 
ed, on  behalf  of  Baroid,  the  acquisition 
of  the  Titanium  Metals  Corp.  of 
America  from  bankrupt  Allegheny  In- 
ternational. Titanium  was  booming, 
thanks  to  a  robust  commercial  air- 
craft market,  and  tmca  was  Baroid's 
most  profitable  operating  subsidiary. 

As  the  oil  services  industry  contin- 
ued to  improve — and  as  Lockheed 
loomed  larger  in  Simmons'  ambi- 
tions— the  financier  decided  to  raise 
some  more  money  through  a  second- 
ary issue  of  Baroid  shares.  In  April  the 
underwriters,  led  by  Merrill  Lynch, 
priced  the  secondary  offering — origi- 
nally 1 1  million  new  Baroid  shares, 
later  raised  to  12.6  million  shares  to 
accommodate  demand — at  $10  per 
share.  This  cut  Simmons'  ownership 
from  52%  to  42%,  but  put  most  of  the 
$120  million  or  so  of  fresh  cash  in 
Baroid's  bank  account.  It  would  not 
stay  there  long. 

Here's  the  rub.  To  ensure  that  the 
new  Baroid  stock  sold  well.  Chairman 
J.  Landis  Martin  promised  potential 
investors  that  Baroid  would  never  be 
used  by  Simmons  in  his  bid  for  Lock- 
heed, which  was  already  under  way. 
Baroid  would  use  $40  million  of  the 
proceeds  to  pay  off  its  debt  to  nl  In- 
dustries. The  rest  of  the  new  cash 
would  go  toward  working  capital  and 
possible  future  acquisitions,  presum- 
ably in  oil  services.  Baroid's  shares 
rose  steadily  from  the  offering  price  of 
$10  in  April  to  over  $14  by  summer. 

By  late  last  summer  Simmons  need- 
ed money  to  help  fund  the  Lockheed 
bid.  Baroid  had  money.  But  Baroid 
shareholders  had  a  promise  the  mon- 
ey wouldn't  be  used  for  Lockheed. 

What  to  do?  In  late  August  Sim- 
mons dropped  his  solution  on  Baroid 
shareholders.  He  announced  he  would 
spin  off  Baroid's  Titanium  Metals 
Corp.  of  America  subsidiary  to  Baroid 
shareholders  in  a  new  New  York 
Stock  Exchange-traded  company 
called  Tremont  Corp.  Moreover,  Bar- 
oid would  borrow  $100  million  from 
banks  and  use  the  cash  to  capitalize 
Tremont. 

Needless  to  say,  there  were  no 
promises  Tremont  would  remain  neu- 
tral in  the  Lockheed  imbroglio.  Sure 
enough,  in  his  latest  run  at  Lockheed, 
Simmons'  plan  calls  for  Tremont  to 
pledge  $120  million  of  the  $400  mil- 
lion in  cash  he's  committing  to  the 
$1.7  billion  offer.  Simmons,  remem- 
ber, also  owns  42%  of  Tremont. 

Tremont's  shares  were  recently  lan- 
guishing on  the  NYSE  just  north  of  $1  a 
share,  despite  at  least  $1.65  per  share 
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in  cash,  a  sound  operating  company 
and  relatively  little  debt.  Baroid?  Its 
shares  were  recently  trading  at  5%. 
Even  including  their  new  Tremont 
shares,  Baroid  shareholders  have 
watched  half  their  capital  evaporate 
since  August;  the  oil  service  compa- 
nies as  a  group  are  down  roughly  half 
as  much.  Complains  Gene  Gillespie, 
research  director  at  the  investment 
arm  of  St.  Louis-based  Mercantile 
Bank,  which  purchased  1  million  Bar- 
oid shares,  mostly  at  the  time  of  the 
April  secondary  offering:  "There  is  no 


justification    for    the    $100    million 
transfer  (from  Baroid  to  Tremont]." 

The  story  isn't  quite  over.  Last  year 
a  disgruntled  Allegheny  International 
bondholder  filed  an  objection  in  bank- 
ruptcy court  in  Pittsburgh.  The  filing 
claims  that  Simmons  got  Titanium 
Metals  too  cheaply  because  of  a  loan 
Simmons  made  to  tmca  three  days 
before  Allegheny  filed  for  bankruptcy. 
The  loan  gave  Simmons  warrants  to 
buy  TMCA  stock  and  thus  diluted  Al- 
legheny's stake.  This  allegedly  locked 
out    other    bidders    for    Allegheny's 


share  of  tmca.  Despite  this,  the  court 
approved  the  transaction  without  the 
benefit  of  an  independent  fairness 
opinion.  The  bondholder  wants  the 
sale  reviewed — possibly  reversed. 

The  deal  probably  won't  be  re- 
versed. But  Simmons  could  be  forced 
into  a  settlement,  which  would  strain 
his  already  shaky  financing  for  the 
Lockheed  takeover.  The  filing,  plus 
the  financing  games  played  with  Bar- 
oid and  Tremont,  should  remind  in- 
vestors that  Harold  Simmons  always 
watches  out  for  number  one.  ■ 


There  are  two  kinds  of  environmentalists, 
those  who  want  a  clean  environment  and 
those  who  like  to  tell  others  what  to  do. 

McDonald's 
caves  in 


By  Phyllis  Berman 


TIhat  polystyrene  package  that 
opens  like  a  clamshell  and  has 
served  billions  of  McDonald's  ham- 
burgers is  on  its  way  out,  sacrificed  for 
the  good  of  the  environment.  Victory 


for  the  good  guys?  Not  necessarily. 

For  almost  two  years  preceding 
McDonald's  decision  to  phase  out  the 
polystyrene  package,  it  had  been 
working  on  a  recycling  project  with 
its  polystyrene  suppliers,  who  agreed 
to  invest  $16  million  to  build  seven 


polystyrene  recycling  plants  across 
the  U.S.  The  recycled  polystyrene 
would  be  turned  into  plastic  resin  pel- 
lets. The  pellets  would  be  sold  to 
companies  like  Rubbermaid,  which 
would  in  turn  make  the  resins  into 
everything  from  videocasscttes  to 
food  trays.  Over  time,  fewer  and  fewer 
of  the  clamshells  would  end  up  in 
landfills. 

Last  fall  McDonald's  was  to  an- 
nounce it  would  take  its  recycling 
program  national — 8,500  restaurants 
would  be  a  significant  source  for  Na- 
tional Polystyrene  Recycling  Co. 

In  October  a  McDonald's  in  San 
Francisco  had  its  windows  smashed 
by  people  who  claimed  to  be  acting  on 
behalf  of  the  earth,  allegedly  desecrat- 
ed by  all  those  polystyrene  packages. 
McDonald's  had  already  made  a  deal 
with  the  Environmental  Defense 
Fund,  the  outfit  that  tasted  power  in 
1972  when  it  got  ddt  banned. 
McDgnald's  and  the  environmental- 
ist group  had  formed  a  task  force  to 
study  the  solid  waste  problem. 

If  McDonald's  thought  there  would 
be  a  reasonable  discourse  on  the  sub- 
ject, it  was  mistaken.  The  news  that  it 
would  sit  down  with  the  enemy  and 
talk  made  the  relatively  moderate  edf 
vulnerable  to  attack  from  the  loony 
fringe.  What's  this?  The  edf  fraterniz- 
ing with  the  capitalist  enemy?  When 
the  EDF  got  wind  of  McDonald's  pend- 
ing announcement,  the  edf  took  a 
hard  line. 

"There  was  no  threat  involved," 
says  Fred  Krupp,  executive  director  of 
the  EDF.  "Rensi  (Edward  Rensi,  presi- 
dent of  McDonald's  U.S.A.]  told  me  to 
call  him  if  I  was  concerned  about  any- 
thing they  were  doing,  and  I  did." 

Jeffrey  Raypurt,  who  specializes  in 
environmental  management  issues  at 
the  Harvard  Business  School,  has  a 
different  idea.  Says  he:  "edf  obviously 
told  McDonald's  that  if  it  pursued 
recycling,  the  group  would  walk  out 
and  publicly  blackball  the  company." 

And  McDonald's?  Fearful  of  antago- 
nizing   the    environmentalist    lobby 
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and  unpaid  media  propagandists,  it 
issued  a  wishy-washy  statement.  Said 
Rensi:  "Although  some  scientific 
studies  indicate  foam  packaging  is  en- 
vironmentally sound,  our  customers 
don't  feel  good  about  it."  He  declined 
Forbes'  request  for  elaboration. 

In  replacing  polystyrene  most  like- 
ly with  polycoated  paper,  McDonald's 
and  its  customers  give  up  advantages. 
The  packaging  lengthened  the  time 
the  food  stayed  hot  and  moist  while 
stacked  in  bins.  It  enabled  the  compa- 
ny to  prepare  and  package  burgers  be- 
fore rush  hour,  speeding  service,  keep- 
ing costs  and  prices  down. 

The  clear  winners  are  two:  the  envi- 
ronmentalist pressure  groups  and  pro- 
ducers of  paper  packaging.  The  latter 
took  a  hand  in  the  proceedings.  The 
so-called  Pro-Environment  Packaging 
Council  was  formed  by  Champion  In- 
ternational, Georgia-Pacific,  Gaylord 
and  other  paper  companies.  It  enlisted 
the  aid  of  local  women's  clubs.  Before 
long,  third-graders  around  the  U.S. 
were  being  told  by  their  teachers 
about  the  dangers  of  polystyrene.  An- 
other environmental  group  called  the 
National  Toxics  Campaign  got 
schoolchildren  to  mail  their  empty 
clamshells  back  to  McDonald's  with 
angry  letters. 

The  argument  against  polystyrene 
goes  something  like  this:  Polystyrene 
is  bulky,  thus  taking  up  precious 
space  in  already  crowded  landfills.  As 
a  plastic,  it  takes  decades  to  decom- 
pose. What's  wrong  with  recycling? 
Some  environmentalists  argue  that  it 
is  unproven,  and  they  point  to  the 
difficulty  of  separating  food  wastes 
from  plastic  utensils. 

How  could  big  business  stand  up  to 
the  protests  of  innocent  children? 

But  the  polycoated  paper  that  will 
likely  replace  the  foam  has  its  own 
problems.  Much  of  the  paper  waste 
generated  by  restaurants  cannot  be  re- 
cycled because  it  has  been  contami- 
nated by  food.  Besides,  virtually  noth- 
ing degrades  quickly  in  a  landfill.  And 
as  Lynn  Scarlett,  a  contributor  to  the 
Wall  Street  Jounml's  editorial  page, 
pointed  out,  making  paperboard  uses 
more  energy  and  creates  more  pollu- 
tion than  making  polystyrene. 

If  McDonald's  thinks  it  has  bought 
off  the  noisy  special-interest  groups, 
it  is  almost  certainly  mistaken.  Jan 
Beyea,  senior  scientist  at  the  National 
Audubon  Society,  says  the  correct 
thing  is  to  serve  food  eaten  on  the 
premises  on  reusable,  washable  dish- 
es, and  to  use  recyclable  materials  for 
takeout  That  would  likely  raise  the 
price  of  burgers.  But  extreme  environ- 
mentalists don't  care.  They  probably 
prefer  bean  sprouts  anyway.  ■ 


Pan  Am  went  broke  because  of  a  combina- 
tion of  management  blunders  and  bad 
government  policy.  There's  a  moral  in  this 
for  the  entire  airline  business. 

The  end 
of  an  empire 


By  Richard  L.  Stem 


ISTAKES      OVER       THE       YEARS 

helped  bring  Pan  American 
World  Airways,  a  proud 
American  institution,  into  Chapter 
II  bankruptcy  on  Jan.  8,  1990.  For 
older  Americans,  remembering  Pan 
Am  as  a  proud  symbol  of  U.S.  pioneer- 
ing and  technological  finesse,  it  was  a 
sad  moment.  But,  for  younger  Ameri- 
cans, aware  only  of  an  increasingly 
down-at-the-heels  airlme,  there  was 
little  surprise.  Pan  Am  had  been  on 
the  slide  for  decades. 

There  is  as  much  to  be  learned  from 
studying  failure  as  from  studying  suc- 
cess. What  moral  emerges  from  Pan 
Am's  decline  and  fall?  That  changing 
government  policies  concerning  in- 
ternational aviation  made  the  slide 
highly  likely,  but  management  blun- 


ders made  it  inevitable. 

How  did  the  U.S.  government  help 
bring  down  Pan  Am?  International 
aviation  is,  by  definition,  not  a  free 
market.  Governments,  even  now,  al- 
low the  airlines  to  collude  on  fares 
and  service.  Routes  are  negotiated  be- 
tween the  countries  at  each  end.  Fre- 
quencies, often  the  capacity  of  the 
aircraft,  gate  space,  landing  slots  and 
even  the  nationalities  of  the  staff  in- 
volved are  restricted. 

The  chain  of  events  goes  back  a 
long  way.  Pan  Am,  like  the  U.S., 
emerged  from  World  War  II  as  the 
dominant  world  force.  It  was  proud,  it 
was  superb,  it  was  arrogant.  Accord- 
ing to  the  Wall  Street  Journal,  it  con- 
trolled 100%  of  the  market  in  the 
Pacific;  50%  of  the  Latin  American 
market;  90%  of  the  Caribbean;  'and 
32%  of  the  transatlantic  market. 

Roben  Kristoftk/lmagf  Bank 


(;;/('  of  I'an  Ani's  747  jumbo  Jets  that  cost  the  company  dearly 
Management  in  the  late  1 960s  orderedfar  more  than  it  needed. 
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The  first  toothpaste 

to  leave  the 

Soviet  jtflinistry  of  Health's 

Central  Scientific-Research 
Institute  of  Stomatology 

smiling. 


oAOBPEHo'i  From  Russia  with  love. 

e    Colgate  is  proud  to  be  the 
first  and  only  toothpaste 
u  H  n  m"c   ^°  receive  the  Soviet 

•^ '  Health  Institute's  official 

seal  of  approval. 

And  it  didn't  conne  easily.  After 
extensive  review  of  clinical  studies, 
Soviet  dental  professionals  deter- 

BECAUSE  YOUR  SMILE  WAS  MEANT  TO  LAST  A  LIFETIME. 


mined  that  Colgate  is  an  effective 
decay  preventative. 

It's  no  wonder  Colgate  is  by 
far  the  world  leader  in  oral  care. 
Colgate.  Working  to  keep  the  world 
smiling. 


Juan  Trippe,  who  founded  Pan  Am 
in  1927  to  carry  mail  from  Florida  to 
Cuba  and  ran  it  until  1968,  saw  the 
carrier  as  "the  chosen  instrument"  of 
the  U.S.  government  in  international 
aviation.  A  friend  of  Trippe's  confided 
to  Forbes  in  the  early  1950s  that 
Trippe  was  interested  more  in  Pan 
Am's  being  the  dominant  airline  than 
in  its  making  a  profit.  Pan  Am's  $20 
million  pretax  profit  in  1953  would 
have  been  been  a  $20  million  loss 
without  Washington's  handouts. 

So  it  came  as  a  nasty  rebuff  in  the 
late  1940s  when  U.S.  government  pol- 
icies shifted  and  international  routes 
began  to  be  awarded  to  other  carriers, 
such  as  TWA,  Braniff  and  Northwest. 
At  the  same  time,  government-owned 


U.S.  Even  then,  having  access  to  what 
has  become  known  as  feed  traffic  was 
important.  But  Pan  Am,  tarred  in  the 
public  eye  by  the  Fiughes  scandal  and 
distrusted  by  Washington  for  its  pow- 
er, was  again  repeatedly  rebuffed. 

It  was  downhill,  slowly  at  first  but 
persistently.  By  1956  Pan  Am  had  lost 
its  government  subsidies.  By  1970 
Pan  Am's  100%  monopoly  in  the  Pa- 
cific was  down  to  30%,  and  its  share 
of  the  Caribbean  business  had  fallen 
from  90%  to  38%,  according  to  the 
Wall  Street  Journal. 

Then,  in  1972,  it  received  a  blow 
from  another  government.  Britain 
merged  state-owned  British  European 
Airways  into  British  Overseas  Air- 
ways, to  form  British  Airways.  The 


Pan  Am 's  Yankee  Clipper  wings  over  Washington  in  a  happier  clay 

From  the  nation's  unofficial  international fUm  carrier  to  Chapter  1 1 . 


and  subsidized  airlines  abroad  were 
reappearing  and  taking  Pan  Am's  traf- 
fic. But  Trippe  could  no  longer  turn  to 
friends  in  Washington  for  help  in  stav- 
ing off  competition  from  other  carri- 
ers. Washington  had,  in  fact,  become 
hostile.  Administrations  were  in  a 
trust-busting  mood,  and  Pan  Am's 
powerful  position  made  it  a  target  of 
discrimination  rather  than  a  recipient 
of  federal  favors. 

Pan  Am  even  generated  a  Washing- 
ton scandal  in  the  early  post-World 
War  II  days.  Senator  Owen  Brewster,  a 
Maine  Republican,  was  known  as  the 
"senator  from  Pan  Am,"  for  his  advo- 
cacy of  Trippe  and  his  airline.  In  1947 
Howard  Hughes  publicly  accused 
Brewster  of  trying  to  blackmail  him 
with  a  congressional  investigation 
unless  he  agreed  to  merge  his  twa 
into  Pan  Am.  The  Hughes  revelation 
cost  Brewster  his  Senate  seat  and  put 
Pan  Am  in  the  public  doghouse. 

Trippe,  seeing  his  dreams  of  inter- 
national domination  doomed  by  for- 
eign and  domestic  competition,  tried 
to  obtain  domestic  route  rights  in  the 


merger,  among  other  things,  cut  Pan 
Am  off  from  its  long-standing  feed 
carrier,  bea,  which  was  also  the  larg- 
est airline  in  Europe.  This  limited  Pan 
Am's  feed  at  either  end  of  the  all- 
important  North  Atlantic  market. 

The  watershed  came  in  1973,  with 
the  first  fuel  crisis.  Foreign  carriers 
got  direct  fuel  subsidies;  U.S.  domes- 
tic carriers  were  allowed  to  increase 
their  fares  to  offset  the  rise  in  fuel 
prices.  But  Pan  Am  wasn't  allowed  to 
raise  its  international  fares. 

The  airline  bled  red  ink,  but  when  it 
turned  to  the  Shah  of  Iran  for  a  $300 
million  cash  injection,  Washington 
balked  at  this  un-American  action. 
(The  airline  could  seemingly  never 
win  in  Washington.) 

To  make  matters  more  difficult. 
Pan  Am  had  saddled  itself  with  what 
turned  out  to  be  far  too  many  Boeing 
747  jumbo  jets.  It  had  introduced 
them  in  1970  with  a  $625  million 
order.  This  followed  its  success  in  in- 
troducing jets  with  the  Boeing  707. 
The  argument  went  that  although 
these  jumbos  cost  a  lot,  their  higher 


productivity  would  lead  to  lower  fares 
and  more  passengers.  So  it  turned  out, 
but  not  soon  enough  to  save  Pan  Am. 

These  setbacks,  unfortunately,  did 
not  bring  much  change  to  Pan  Am's 
ingrown  corporate  culture.  A  1970 
Wall  Street  Journal  article  on  the  air- 
line quoted  a  New  York  security  ana- 
lyst and  frequent  traveler  abroad  as 
saying  about  Pan  Am's  service: 
"Their  arrogance  is  fantastic." 

The  biggest  mistake  came  under 
then-Chairman  William  Seawell,  in 
1980.  In  what  turned  out  to  be  a  disas- 
trous move.  Pan  Am  bought  National 
Airlines  for  $430  million  to  get  do- 
mestic feed.  It  badly  overpaid:  Na- 
tional had  the  wrong  routes  to  feed 
Pan  Am.  It  was  the  wrong  move  at  the 
wrong  time.  With  deregulation  get- 
ting under  way  in  1978,  Pan  Am  could 
have  created  the  domestic  routes  it 
needed  without  an  acquisition.  The 
final  straw  was  going  ahead  with  the 
National  acquisition  without  first 
getting  trade  union  agreements  in 
place.  As  a  result,  National,  a  bare- 
bones  operation,  was  taken  into  Pan 
Am's  high-cost  labor  structure. 

During  the  1980s  Pan  Am  lost  $3 
billion.  To  keep  going,  it  has  been 
selling  assets.  Its  Pacific  routes  went 
to  United  Airlines  in  1985;  its  hotels 
were  sold  in  1981;  its  New  York  head- 
quarters building  in  1980.  Last  year  a 
desperate  management  made  a  deal  to 
sell  Pan  Am's  valuable  New  York- 
Heathrow  route  to  United  for  $400 
million.  But  there  are  legal  and  regula- 
tory delays,  and  Pan  Am  practically 
ran  out  of  cash  last  month. 

Whoever  emerges  with  the  remain- 
ing pieces  of  Pan  Am,  a  great  Ameri- 
can institution,  a  symbol  of  American 
economic  power,  is  gone,  done  in  by 
management  errors  and  U.S.  govern- 
ment dithering. 

While  times  have  changed,  the  im- 
portance of  government  in  the  airline 
business  has  not.  The  policy  review 
now  under  way  in  Washington  is 
more  fundamental  than  anything  that 
contributed  to  Pan  Am's  demise. 
Washington  is  considering,  for  in- 
stance, allowing  foreigners  to  own 
more  than  25%  of  a  U.S.  carrier.  It's 
also  possible  that  the  review  will  re- 
sult in  permission  for  foreign  carriers 
to  pick  up  passengers  on  flights  with- 
in the  U.S. — virtually  a  no-no  in  inter- 
national aviation. 

Now  who  can  guess  which  carriers 
will  take  greatest  advantage  of  all 
this — United,  American?  Or  will  it  be 
KLM  or  British  Airways?  And  which 
will  fail?  As  the  Pan  Am  case  shows, 
those  who  seem  to  be  the  strongest  do 
not  always  carry  the  day.  Are  you 
listening.  United  and  American?  ■ 
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Improving 

mechanical 

services  by 

seeing  the 

complete 

picture. 


An  Alliance  Planned  Service 
Agreement  from  Johnson 
Controls  makes  it  unneces- 
sary for  NCR  to  have  on-site 
maintenance  staff  to  keep 
their  air  conditioning  and 
temperature  control  equip- 
ment operating  reliably  in 
four  office  buildings  in 
Atlanta,  GA. 


There's  only  one  problenn  with  calling 
a  chiller  specialist  when  you  have  a 
cooling  malfunction.  Your  chiller 
may  not  be  at  fault. 

The  problem  may  be  with  your  fans, 
filters,  dampers,  temperature  con- 
trols, or  with  other  components  of 
your  cooling  system. 

Johnson  Controls  has  service  pro- 
fessionals near  you  who  understand 
the  parts  of  your  system,  and  more 
importantly,  how  those  parts  work 
together  in  facilities  of  any  size. 

This  means  we  can  diagnose  and 
repair  any  problem  on  any  of  your 
facility's  systems  -  cooling,  heating, 
refrigeration,  fire  safety,  security  and 
temperature  controls.  Or,  we  can 
perform  preventive  or  scheduled 
system  maintenance  to  help  prevent 
problems  in  the  first  place.  We'll 
even  train  your  people  to  perform 
these  tasks  themselves. 


Whatever  your  facility  management 
goals  or  challenges,  Johnson 
Controls  can  help  you  achieve  them 
through  our  Alliance  Family  of  Ser- 
vices. Alliance  is  a  flexible,  interactive 
process  that  helps  you  not  only  con- 
trol costs  but  also  improve  comfort 
and  equipment  reliability  -  while 
controlling  risk  and  maintaining  the 
value  of  your  investment. 

Call  Johnson  Controls  at  1-800- 
972-8040  to  learn  how  an  Alliance 
can  keep  your  building  running 
efficiently.  Or  write,  Johnson  Controls, 
Systems  and  Services  Division,  C19, 
Milwaukee,  Wl  53201-0423. 


©1991  Johnson  Controls.  Ino 
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Being  an  Acura  engineer  requires  a  very  strong  mind.  A  very  vivid  imagination.  And,  perhaps  most  unportant,  a  very 
short  memory  After  all,  had  our  engineers  dwelled  on  all  the  praise  given  to  the  first-generation  Legend -making  Car 
and  Driver's  Ten  Best  list  three  straight  years  and  being  named  Motor  Trends  1987  Import  Car  of  the  Year- they  might 
have  been  content  to  give  the  1991  Legend  just  a  few  minor  improvements.  Instead,  they  started  from  scratch.  And  gave 


]991Acura  Dwision  of  Amencan  Honda  Molar  Co.,  Inc.  Aatra  and  Uffendare  tradenmrks  of  Honda  Motor  Co  Lid. 


he  new  Legend  a  longitudinaUy  mounted,  200-horsepower,  3.2-Iiter  V-6.  A  redesigned  double-wishbone  suspension  that 
mproves  handling  and  road  feel.  And  a  more  ergonomic  interior,  with  driver's  side  and  available  passenger's  side  air  bags, 
mprovements  that,  along  with  hundreds  of  others,  make  the  new  Legend  more  mem-     /TTx   J\^^u    if^  JS. 
.rable  than  even  Call  1-800-TO-ACURA  for  more  information  and  the  nearest  dealer,     vftj  pra^.Mfll^ 


"We've  found  a  community  of  people 

whose  work  habits  and  attitudes 

make  our  domestic  manufacturing  the  crown  jewel 

of  Schwinn's  global  network." 


thietes  are  a  study  in 
contrast,  clinging  to  the 
solid  traditions  of  their 
sports,  yet  always  search- 
ing for  a  new  development  that  will  give 
them  a  sharper  edge. 

Today's  businesses  face  the  same 
challenge.  They're  looking  for  a 
location  that  combines  an  old- 
fashioned  work  ethic  with  a  recep- 
tiveness  to  change- the  winning 
mix  that  results  in  a  competitive 
advantage.  Corporate  America  is 
discovering  this  rare  combination  in 
Mississippi,  the  State  of  Change. 

Just  ask  executives  at  Schwinn 
Bicycle  Company  who  produce  30% 
of  their  world-famous  bicycles  at  a 
facility  in  Greenville,  Mississippi. 
"We  are  delighted  with  the 
quality  of  our  Mississippi  work- 
force," says  Richard  Schwinn,  Vice 
President  of  Manufacturing  and 
Produa  Development  for  the  cycling  and 
fitness  equipment  giant  "Our  employees 
are  eager  to  learn  and  to  improve  their 
skills,  and  readily  adapt  to  change. 
They're  willing  to  work  hard,  and  they've 


Richard  Schwinn 

Schwinn  Bicycle  Company 


TheSiateofChange 


demonstrated  a  strong  commitment  to 
our  company  and  its  values.  They  pro- 
duce the  kind  of  toj>quality  product 
our  customers  expect" 

The  Mississippi  facility  excels 
not  only  in  the  quality  of  the  prod- 
ua produced,  but  in  the  quantity  as 
well.  The  plant  already  boasts  a  high 
productivity  rate,  and  Schwinn  has 
plans  to  double  operations  at  the  facility 
within  the  next  18  months.  The  quality 
of  the  workforce  was  a  crucial  factor  in 
the  decision  to  expand  operations  in 
Mississippi. 

"We  are  confident  that  our  Missis- 
sippi workforce  will  be  able  to  increase 
production  without  sacrificing  quality" 
says  Schwinn  'Thaf  s  a  basic  component 
of  the  Mississippi  work  ethic-the  quality 
of  the  work  they  produce  is  as  important 
to  them  as  it  is  to  us." 

For  more  information  on  the  State 
of  Change,  call  or  write  Governor  Ray 
Mabus  or  J.  Mac  Holladay,  Director; 
Mississippi  Department  of  Economic 
and  Community  Development,  P.  0. 
Box  849,  Jackson,  Mississippi  39205; 
(601)  359-3449. 


They^  didnt  cost  much  and  are  nicely 
painted,  but  the  U.S.  Naiy's  fleet  of  stand-by 
transport  ships  didn  V  cover  itself  in  glory  as 
it  tried  toferry^  supplies  to  the  Persian  Gulf 


The  Rusty  Reserve 


By  Rose  Horowitz 


ON  Aug.  16,  less  than  three 
weeks  after  Saddam  Hussein 
invaded  Kuwait,  the  GulfBa>ik- 
er.  a  27-year-old  U.S. -government- 
owned  merchant  cargo  ship,  steamed 
from  Beaumont,  Tex.  loaded  with 
military  supplies  and  equipment  for 
the  buildup  in  the  Gulf.  Ten  hours 
later  the  ship  lost  power  and  was 
towed  back  to  Beaumont.  After  en- 
gine repairs  it  sailed  again,  this  time 
to  Florida  for  more  modifications.  At 
sea  again  in  October,  someone  mis- 
takenly put  seawater  instead  of  dis- 
tilled water  into  the  boiler.  After 
more  repairs  the  Gulf  Banker  finally 
set  sail  for  the  Mideast  on  Dec.  9,  over 
three  months  behind  schedule. 

The  Gulf  Banker  is  not  unique.  She 
is  one  of  the  96  antique  cargo  ships 
that  the  U.S.  Navy  and  Department  of 
Transportation  have  assembled — at  a 
total  cost  of  more  than  $550  million — 
over  the  last  15  years  to  ferry  supplies 
to  world  hot  spots.  The  fleet  is  offi- 
cially known  as  the  Ready  Reserve 
Force.  Rusty  Reserve  is  more  like  it. 

For  the  Persian  Gulf  buildup,  70  of 
the  96  ships  were  called  up.  Eleven 
couldn't  be  readied  in  time  because  of 
major  deficiencies.  Many  needed  ex- 
tensive repairs  and  hard-to-find  parts. 
Some  had  so  much  rust  that  water 
lines  were  clogged.  Several  took 
moriths  to  be  readied.  The  Cape  No»w 
left  for  the  Middle  East  almost  two 
months  after  it  was  activated.  A  few, 
like  the  Scan  and  the  Lake,  never  made 
it  at  all;  the  Department  of  Defense 
eventually  scrubbed  their  call-up. 

The  civilian  operators  hired  to  run 
the  ships  couldn't  find  enough  com- 
petent seamen  to  man  outdated 
steam-powered  rigs.  Retirees  were  re- 
cruited. On  the  Gulf  Banker,  for  exam- 
ple, the  two  top  engineers  were  ages 


71  and  64. 

To  supplement  the  Ready  Reserve, 
the  U.S.  was  forced  to  charter  195 
ships,  most  of  them  foreign  flag  ves- 
sels, often  at  well  over  typical  com- 
mercial rates. 

Technically,  the  Ready  Reserve,  an 
important  element  of  the  nation's 
sealift  capacity,  is  managed  by  the 
U.S.  Maritime  Administration,  part  of 
the  Department  of  Transportation. 
The  government  bought  most  of  the 
ships  at  rock-bottom  prices  from 
commercial  companies  that  no  longer 
had  any  use  for  them.  But  even  the 
more  expensive  ships  in  the  reserve 
fleet  had  troubles.  The  Navy  spent 
$212  million  to  assemble  17  dicsel- 
powered  ships  that  are  especially  use- 
ful for  carrying  tanks  and  trucks,  but 
only  4  of  them  were  ready  on  time. 

The  government  originally  had  fig- 
ured that  activating  the  fleet  would 
cost  an  average  of  about  $1  million  a 
ship,  but  it  actually  cost  almost  dou- 
ble that.  The  Beaumont-based  Del 
Monte,  for  example,  cost  $3  million  to 


get  up  and  running;  she  never  made  it 
to  the  Mideast  and  is  again  back  in  a 
U.S.  shipyard  for  expensive  repairs. 

Congress  has  appropriated  $1.3  bil- 
lion for  this  fiscal  year  for  construc- 
tion for  fast  sealift.  That  sounds  like  a 
lot  of  money.  But  building  ships  in  the 
U.S.  is  costly.  That  $1.3  billion  will 
buy  only  three  or  four  rapid-deploy- 
ment cargo  ships,  says  Robert  W.  Kes- 
teloot,  former  director  of  strategic 
sealift  for  the  Navy. 

The  Shipbuilders  Council  of  Ameri- 
ca says  that  the  $1.3  billion  in  funding 
could  build  8  to  12  ships  with  com- 
mercial specifications.  If  the  nation 
built  these  ships  overseas,  the  cost 
would  likely  be  lower.  But  the  law 
says  the  ships  must  be  built  in  the 
U.S.  The  few  U.S. -flag  operators  left 
must  build  in  domestic  yards  to  re- 
ceive subsidies  for  operating  their 
ships.  The  construction  subsidy  to 
cover  the  extra  cost  of  building  in  U.S. 
shipyards  was  eliminated  in  1981. 
Some  40%  of  U.S.  yards  have  closed, 
and  only  one  significant  commercial 
ship  is  on  order.  The  U.S.  merchant 
fleet  was  the  world's  largest  during 
World  War  II;  it  is  13th  today,  with 
only  402  ships.  The  number  of  seafar- 
ers IS  down  50%  in  just  ten  years. 

Officially,  transportation  depart- 
ment officials  have  reported  that  the 
Rusty  Reserve's  performance  has 
been  satisfactory.  But  there  is  a  lot  of 
finger-pointing  going  on.  Two  civilian 
contractors  have  filed  complaints 
against  the  government's  cancelation 
of  their  contracts  to  ready  their  re- 
serve ,ships.  They  blame  the  govern- 
ment for  not  maintaining  the  ships. 
Congress  has  held  hearings.  But  ev- 
eryone seems  to  be  overlooking  the 
bigger  lesson.  The  Navy  put  the  Re- 
serve together  and  maintained  it  on  a 
shoestring,  and  in  defense,  as  in  most 
things,  you  get  what  you  pay  for.  ■ 


The  Cape  Some 

She  left  for  the  Persian  Gu{f  almost  two  months  late. 
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To  the  outsider  the  Gillette  Co.  looks  like  jiASt  another  branded 
goods  marketer.  But  Colman  Mockler  knows  its  real  secret  lies  in 
technological  and  marketing  innovation. 

"We  had  to 

change  the 
playing  field" 


By  Subrata  N. 
Chakravarty 


IN  FIGHTING  OFF  no  fewer 
than  four  takeover  at- 
tempts and  paying  green- 
mail  once  in  the  late  1980s, 
the  Gillette  Co.'s  chief  ex- 
ecutive, Colman  Mockler 
Jr.,  aroused  the  ire  of  a  lot  of 
shareholders.  Cash  talks 
louder  than  tradition — 
that's  the  tenor  of  the 
times.  In  a  1988  proxy  fight 
against  novv'  defunct  Conis- 
ton  Partners,  Mockler  fend- 
ed off  a  takeover  attempt  by 
the  thin  margin  of  just  52% 
of  the  shares  voting.  Greedy 
and  somewhat  shortsight- 
ed, big  institutional  holders 
dumped  so  much  Gillette 
stock  in  the  company's 
1988  $45-a-share  buyback 

offer      that      institutional     

holdings  dropped  from  55%  of  the 
outstanding  to  just  35%.  In  all,  Gil- 
lette replaced  $1.5  billion  in  equity 
with  debt  between  1986  and  1988  and 
briefly  had  a  negative  net  worth. 

But  there's  a  happy  ending.  Mockler 
has  had  the  last  laugh.  In  1990,  still 
independent,  the  90-year-old  Boston- 

Cuttiisg  edge 

The  earlies*  shaving  implements 
were  clamshells  and  flint.  Bronze  and 
steel  razors  icade  shaving  less 
painful,  but  some  of  these  exhibits 
from  Gillette's  collection  recall  an 
old  Russian  proverb:  "It's  easier  to 
bear  a  child  once  a  year  than  to  shave 
every  day." 


Gillette's 
Getting 


chief  executive,  Colman  M.  Mockler  Jr. 
the  last  laugh  on  greedy  institutions. 


based  company  chalked  up  a  12.5% 
sales  gain  (to  $4.3  billion)  and  record 
earnings  ($370  million,  $3.20  a  share), 
according  to  estimates  by  Merrill 
Lynch  analyst  Deepak  Raj.  Among  all 
the  major  personal  products  firms, 
only  one,  Johnson  &.  Johnson,  brought 
more  of  the  sales  dollar  to  the  bottom 


line.    Cash   flow   in    1990: 
close  to  $500  million. 

Even  in  the  rocky  market 
of  the  last  several  weeks, 
Gillette's  stock  was  recent- 
ly around  58.  That  is  a  still 
handsome  14  times  likely 
year-ahead  earnings  and  an 
impressive  75%  premium 
to  the  first  takeover  bid 
launched  by  Revlon's  Ron- 
ald Perelman  in  1986. 

"In  the  next  five  years," 
says  Gillette's  new  presi- 
dent and  chief  operating  of- 
ficer, Alfred  Zeien,  the  man 
many  consider  likely'  to 
succeed  Mockler  when  he 
retires  at  year-end,  "people 
will  be  surprised  by  how 
much  better  we  do."  One 
man  who  will  be  delighted: 
legendary  investor  Warren 
Buffett,     who,     in      1989, 

showed  his  confidence  in 

Gillette's  management  when  he 
bought  $600  million  of  8y4%  convert- 
ible preferred  stock;  if  converted,  it 
would  give  him  12  million  shares,  or 
11%  of  Gillette's  common  stock.  The 
investment  reduced  Gillette's  debt  to 
about  $1  billion. 
There's  more  than  just  a  happy  end- 


Bronze  razor  (c.  2000  h.c.) 
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ing  to  this  tale,  however. 
Gillette  management's  real 
triumph  was  not  in  warding 
off  raiders — other  compa- 
nies have  done  that — but  in 
reasserting  the  principles 
that  had  made  this  old  mul- 
tinational company  great  in 
the  first  place  and  which 
were  in  danger  of  being  lost. 

Unlike  many  takeover 
targets  of  the  1980s,  Gil- 
lette was  not  a  flabby  com- 
pany that  needed  its  belt 
tightened.  It  was  a  tightly 
run  outfit.  Mockler  took 
over  in  1975.  In  the  next 
decade  he  cut  costs  and  sold 
or  closed  21  businesses, 
many  acquired  by  Vincent 
Ziegier,  his  mercurial  pre- 
decessor. Productivity  has 
improved  at  a  compound 
rate  of  6%    a  year  during 

Mockler's  tenure.  Gillette     

today  has  fewer  employees  than  it  did 
in  1974,  although  sales  have  more 
than  tripled. 

While  from  the  outside  Gillette  in 
the  mid-1980s  looked  like  a  company 
that  had  settled  into  middle  age  and 
offered  a  tempting  breakup  target,  it 
was  in  fact  very  much  on  the  move.  It 
was  moving  back  toward  the  princi- 
ples that  had  sustained  the  company 
throughout  most  of  its  history. 

The  key  to  Gillette's  revival  was  a 
new  razor  with  replaceable  blade  car- 
tridges— or  "shaving  system,"  as  the 
Gillette  people  like  to  call  it.  Con- 
ceived in  1979  and  developed  in  top 
secrecy  at  a  cost  of  some  $200  mil- 
lion, the  Sensor  was  introduced  in  the 
U.S.,  Europe  and  Japan  in  January 
1990.  Instead  of  selling  18  million 
Sensor  razors  in  1990,  as  the  company 
had  planned,  it  produced  and  shipped 
24  million.  Over  350  million  blade 
cartridges  were  shipped,  compared 
with  the  200  million  that  GiJIette  had 
planned  on. 

Even  while  warding  off  the  preda- 
tors, Gillette  management  was  work- 
ing full  time  to  bring  the  Sensor  to 
market.  In  just  the  first  year,  Sensor's 
share  of  the  total  blade  market 
jumped  to  9%;  Gillette  says  it  is  al- 


New products  (clockwise,  top  left).  Sensor  razor,  flexgrip  pens, 

Bra  11}  I  Flex  Control  shavers,  Oral-B  toothbrushes 

A  competitive  edge  that  makes  for  market  success. 


ready  profitable,  even  including  de- 
preciation. That's  remarkable  for  a 
product  in  its  first  year. 

Razors,  of  course,  are  not  Gillette's 
only  business.  The  biggest  part  of  Gil- 
lette's revenues  now  comes  from 
small  appliances  made  by  Brauu;  writ- 
ing instruments  such  as  Papermate 
and  Waterman;  dental  products;  and 
toiletries.  But  it  is  Gillette's  preemi- 
nent position  in  the  worldwide  shav- 
ing market  that  produces  over  60%  of 
operating  income. 

The  Sensor  was  more  than  just  a 
major  new  product  in  that  business.  It 
was  also  a  symbol.  It  marked  a  return 
by  Gillette  to  the  business  principle 
elaborated  around  the  turn  of  the  cen- 
tury by  founder  King  C.  Gillette 
(1855-1932).  The  founder  put  it  this 
way:  "The  greatest  feature  of  the  busi- 
ness is  the  almost  endless  chain  of 
blade  consumption,  each  razor  sold 
paying  tribute  to  the  company  as  long 
as  the  user  lives." 

In  the  early  1980s  Gillette  was  at  a 
crucial  juncture.  One  group  within 
the  company  apparently  felt  that  ra- 
zors were  becoming  a  commodity 
business.  They  pointed  to  the  visible 
trend  toward  disposable  razors,  low- 
profit  commodity  items  sold  by  the 


bagful.  But  another  group 
argued  that  Gillette  should 
stick  to  the  founder's  prin- 
ciples and  use  its  vast  re- 
sources to  concentrate  on 
products  with  a  technologi- 
cal edge  that  could  com- 
mand a  premium  price. 

The  fellow  generally 
credited  with  resolving  this 
internal  debate  is  John  Sy- 
mons,  an  Englishman  who 
became  head  of  Gillette's 
European  operations  in  the 
early  1980s,  and  retired,  full 
of  honors,  in  December.  In 
1983  Symons  told  his  Euro- 
pean management  team  to 
take  a  close  look  at  the  Eu- 
ropean market  for  guidance 
on  whether  men  wanted 
disposables  or  refillables. 
What  they  found  was  that 
shavers  over  45  thought  of 
Gillette  as  a  maker  of  quali- 
ty shaving  products.  Shavers  under  45 
were  often  confirmed  users  of  dispos- 
ables and  had  no  particular  regard  for 
Gillette. 

Symons  argued  that  Gillette's  suc- 
cess in  selling  disposables  was  a  result 
of  expensive  marketing,  not  of  superi- 
or technology,  as  in  shaving  systems. 
"We  felt  that  as  a  company  we  had 
come  close  to  giving  up  on  what  Gil- 
lette had  stood  for  and  what  it  could 
stand  for,"  Symons  recalls.  His  solu- 
tion was  to  stop  advertising  dispos- 
ables entirely  and  to  pour  marketing 
money  into  touting  the  "shaving  pro- 
cess";,that  IS,  shaving  systems. 

Gillette's  Trac  II  and  Atra  "shaving 
systems"  began  to  gain  share  in  Eu- 
rope and  the  growth  rate  of  all  dispos- 
ables began  to  slow.  "It  was  a  high- 
risk  strategy,"  says  Symons,  speaking 
of  this  diversion  of  advertising  money 
from  disposables  to  the  more  expen- 
sive products.  "It  meant  we  had  to 
change  the  playing  field,"  because 
Gillette  had  to  convince  consumers 
to  pay  more  for  systems  instead  of 
buying  cheap  disposables. 

It  was  a  risk  worth  taking.  As  Gil- 
lette's sales  of  disposables  dropped, 
sales  of  its  higher-priced  systems  and 
their    replacement    cartridges    more 
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Mongolian  razor  ( 1200) 
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than  made  up  for  the  losses.  Low- 
margin  business  was  replaced  by 
high-margin  business.  European  shav- 
ing margins  are  now  substantially 
higher  than  margins  in  the  U.S. 

Symons  was  rewarded  with  the  job 
of  running  the  shaving  business  in 
North  America  as  well  as  in  Europe. 
Back  in  Boston,  Symons  had  to  fight 
the  disposables-versus-refillables  bat- 
tle all  over  again  for  the  U.S.  market. 
This  time,  he  had  the  advantage  of 
having  another  technologically  ad- 
vanced product  already  in 
the  pipeline.  This  was  the 
Sensor. 

With  17  patents  protect- 
ing it,  Sensor  has  twin 
blades  that  float  on  tiny 
springs.  The  result  is  a  car- 
tridge that  hugs  the  con- 
tours of  the  face — much  as 
a  well-suspended  car  chas- 
sis crosses  potholes — pro- 
viding a  very  close  shave. 

Symons  saw  at  once  that 
the  Sensor  could  do  for  Gil- 
lette everywhere  what  sys- 
tems had  already  done  for  it 
in  Europe:  Move  it  up  from 
selling  40-cent  disposable 
products  to  selling  $3.30  ra- 
zors, which  in  turn  created 
an  endless  demand  for  70- 
cent-apiece  blade  car- 
tridges. And  he  had  an  ally: 
Alfred  Zeien,  who  had  su- 
pervised  the   development     

of  the  Sensor  system  when  he  headed 
the  research  and  development  activi- 
ties from  1981  to  1987.  Recalls  Zeien: 
"We  saw  this  product  |the  Sensor]  as 
the  weapon  to  reverse  the  trend  [to- 
ward disposable  razors]." 

True,  the  Sensor  cannibalized  Gil- 
lette's Trac  II  and  Atra  razors.  But  that 
was  expected.  It  happens  each  time  a 
new  system  is  introduced,  as  some 
consumers  switch  to  the  latest  prod- 
uct (see  chart,  p  86).  What  was  unex- 
pected was  that  the  cannibalization  of 
older  Gillette  systems  was  far  less 
than  Gillette  had  expected.  Better  yet, 
says  Zeien,  14%  of  Sensor  sales  have 
come  from  users  of  competitors'  dis- 
posable razors,  about  double  the  rate 
he  had  expected.  The  growth  rate  of 


disposables,  which  had  been  5%  an- 
nually in  the  U.S.  until  1988,  has  now 
flattened.  The  big  losers  in  Sensor's 
surge  have  been  Schick  in  systems, 
and  Schick  and  Bic  in  disposables. 

What  now?  Merrill  Lynch's  Raj  es- 
timates that  the  foreign  blade  busi- 
ness accounts  for  almost  65%  of  Gil- 
lette's blade  revenues  and  70%  of 
blade  operating  profits.  Future  growth 
is  likely  to  be  most  rapid  in  Eastern 
Europe  and  Asia,  markets  that  Gil- 
lette is  only  now  entering. 


Gillette's 
"People 


chief  operating  officer.  Alfred  Zeien 
will  be  surprised  by  how  much  better  we  do 


As  head  of  Gillette's  Latin  Ameri- 
can operations  from  1977  to  1987, 
Egyptian-born  Gaston  Levy  learned 
firsthand  that  each  developing  coun- 
try offers  not  a  single  market  but  sev- 
eral. The  macroeconomic  figures 
showing  low  per  capita  incomes  in 
Latin  American  countries  camouflage 
sizable  groups  of  cosmopolitan  bour- 
geoisie: middle-  and  upper-middle- 
class  consumers  who  ski,  play  tennis, 
buy  German  cars.  They  are  demand- 
ing and  affluent  consumers  within 
generally  poor  economies,  but  there 
are  growing  numbers  of  them. 

So  Levy  disputed  Gillette's  corpo- 
rate belief  that  such  markets  would 
follow  the  same  painstaking  transi- 
tion   from    double-edged    blades    to 


more  advanced  systems  that  had  tak- 
en place  in  Europe  and  the  U.S.  In- 
stead, with  strong  support  from  Al 
Zeien,  Levy  began  leapfrogging  prod- 
uct generations  with  resounding  suc- 
cess. Today  Levy's  accelerated  ap- 
proach is  a  cornerstone  of  Gillette 
marketing  policy  throughout  the  de- 
veloping world — and  Levy  has  been 
promoted  to  head  all  international 
shaving  operations. 

Explains  Zeien  of  the  policies  Levy 
developed:  "Within  India,  for  exam- 
ple, 10%  of  the  population 
has  an  income  level  above 
the  average  income  in 
France.  Those  [affluent] 
people  do  not  have  to  go 
through  the  carbon  or  stain- 
less (blades]  stage,  and  we 
are  selling  them  a  twin  car- 
tridge in  India."  From  a 
standing  start  in  1986,  Gil- 
lette now  has  almost  17% 
of  the  urban  Indian  shaving 
market. 

Can  Gillette  apply  the 
same  high-tech,  premium- 
price-product  strategy  to 
the  two-thirds  of  its  reve- 
nues that  have  nothing  to 
do  with  shaving?  That's  the 
challenge — and  as  yet  it  has 
been  only  partly  met. 

One  division  where  Gil- 
lette has  been  successful  is 
Braun  A.G.  Gillette  ac- 
quired  Kronberg,  Germany- 
based  Braun  in  1967.  Braun  was  essen- 
tially a  German  company  with  some 
export  business.  Barred  by  a  consent 
decree  from  bringing  Braun's  electric 
shavers  into  the  U.S.  until  1986,  Gil- 
lette hired  Al  Zeien  from  General  Dy- 
namics to  build  Braun  into  an  interna- 
tional business.  He  built  up  Braun's 
nascent  appliance  business  by  adding 
things  like  coffeemakers,  coffee  grind- 
ers, hair  dryers,  curlers  and  dental  hy- 
giene products.  Braun's  edge  here  is 
its  reputation  for  German  technology 
and  quality  and  a  reputation  for  fine 
design — all  of  which  support  premi- 
um prices  in  a  highly  competitive 
marketplace.  Today  Braun  is  the  lead- 
ing small  appliance  maker  in  Europe, 
with  38  of  its  products  in  the  coUec- 


Straight  razor  (1870) 


First  Gillette  safety  razor  (1903) 


Gillette  one-piece  razor  (1934) 
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tion  of  New  York's  Muse- 
um of  Modern  Art. 

Zeien  broadened  Braun's 
shaving  line  by  adding  low- 
er-priced shavers,  more 
within  the  reach  of  the  av- 
erage consumer,  particular- 
ly in  Germany  and  Japan. 
Braun's  1986  entry  into  the 
U.S.  electric  shaver  market 
was  masterminded  by  its 
then  chairman,  Robert 
Murray,  and  has  been  a 
spectacular  success. 

Braun's  shaving  line  is  al- 
ready one  of  the  top  three 
sellers  in  the  U.S.,  and  the 
only  one  gaining  share.  In 
1990  Braun's  sales  hit  $1 
billion,  operating  earnings 
$125  million — a  magnifi- 
cent return  for  a  company 
purchased  for  just  $64  mil- 
lion in  1967. 

Gillette's  writing  instru-     

ments  division  started  with  the  acqui- 
sition of  Papermate  Pens  in  1955.  The 
logic  of  the  acquisition  was  right:  As 
Gillette  then  made  its  money  selling 
blades  for  its  razors,  so  Papermate 
made  its  biggest  profits  selling  car- 
tridge replacements  for  its  ballpoints. 
To  bolster  profit  margins,  Mockler  in 
1987  bought  the  Waterman  Pen  Co.  of 
France  and  expanded  it  international- 
ly.  Gillette   now   covers   the   entire 


Gillette's  executive  rice  president.  Robert  Mi/rniv 
"Innovation  will  separate  the  goodfrom  the  superior. 


writing  instruments  market,  from  30- 
cent  disposable  pens  to  $400  Water- 
mans.  With  estimated  sales  in  1990  of 
$500  million,  Gillette  is  the  world's 
largest  writing  instruments  company. 
The  addition  of  Waterman  has  dra- 
matically widened  profit  margins,  but 
because  so  much  of  the  volume  is 
done  at  the  low-priced  and  highly 
competitive  disposable  end  of  the 
line,  margins  are  less  than  half  the 


33%  of  sales  Gillette  earns 
on  blades. 

To  create  another  line  of 
business,  Mockler  bought 
the  Oral-B  line  of  dental 
products  from  Cooper  Labs 
in  1984,  paying  $190  mil- 
lion. Although  rarely  adver- 
tised, Oral-B  is  the  nation's 
leading  seller  of  tooth- 
brushes. It  sells  primarily 
to  dentists  through  a  medi- 
cal detail  force.  The  den- 
tists, in  turn,  give  them  to 
patients,  a  strong  brand  rec- 
ommendation. Since  the 
acquisition,  Oral-B's  oper- 
ating earnings  have  grown 
at  an  estimated  compound- 
ed rate  of  35%  a  year,  to  an 
estimated  $29  million  in 
1990,  on  sales  of  $280  mil- 
lion, according  to  Merrill's 
Raj.    "A    couple    of    years 

from  now  it  will  make  the 

toiletries  business  look  second-rate," 
says  Al  Zeien. 

Gillette's  sole  disappointing  busi- 
ness is  toiletries,  its  first,  and  most 
logical,  diversification.  It  has  a  clutch 
of  famous  brand  names  like  Right 
Guard,  Soft  dk  Dri,  Foamy  and  White 
Rain.  These  bring  in  lots  of  dollars — 
about  $1  billion  a  year — but  erratic 
and  relatively  modest  profits,  maybe 
$100  million  last  year,  up  40%  over 


A  capitalistic  communist 


Even  when  he  was  making  millions,  Gillette  founder 
King  Camp  Gillette  was  a  Utopian  communist.  In 
an  1894  book.  The  Human  Drift,  Gillette  wrote  that 
competition  was  the  root  of  such  evils  as  injustice, 
poverty,  and  crime.  He  argued  for  a  world  corporation 
that  would  own  all  the  means  of  production  and  would 
be  owned  by  all  the  people.  Moreover,  he  suggested  that 
most  Americans — 60  million  of  them — should  live  in  a 
single  huge  city  situated  near  Niagara  Falls,  which 
would  supply  the  needed  electrical  power.  They  would 
live  in  circular  clusters  of 
apartment  buildings,  devot- 
ing themselves  to  the  pur- 
suit of  culture,  leisure  and 
the  arts. 

While  he  talked  coopera- 
tion, King  Gillette  was  a 
cutthroat  competitor. 

Through  ruthless  competi- 
tion, the  Gillette  Co.  be- 
came, by  1907,  overwhelm- 
ingly dominant  in  its  indus- 
try, a  position  it  holds  to 
this  day. 

How  did  Gillette  justify 
the  contradiction  between 
social  theory  and  business 


King  C.  Gillette  and  a  plan  of  his  building  cluster 
Competition:  the  root  of  all  evils. 


practices?  In  a  1910  book.  World  Cotporation,  Gillette 
argued  there  would  be  an  evolutionary  phase  leading  to 
the  world  corporation.  During  this  phase,  certain  far- 
sighted  individuals  (like  Gillette)  should  be  encouraged 
to  create  monopolies  and  permitted  to  make  enormous 
profits.  Like  the  state  under  communism,  capitalism's 
business  combines  would  eventually  wither  away. 

"It  was  a  beautifully  simple  proposition,"  says  Rus- 
sell Adams  in  his  book  King  C.  Gillette:  The  Man  and  His 
Wonderful  Sharing  Device.  "By  driving  his  competitors  to 

the  wall  and  forcing  them 
out  of  business,  by  striving 
for  a  safety  razor  monopoly 
and  growing  rich  in  the  pro- 
cess, Gillette  was  merely 
acting  as  a  benefactor  of 
mankind  and  hastening  the 
advent  of  the  millennium!" 
King  Gillette  was,  in  the 
end,  destroyed  by  capital- 
ism. Imprudent  invest- 
ments during  the  1920s  put 
him  $2  million  in  debt,  and 
the  1929  stock  market 
crash  pulled  him  under.  He 
died,  virtually  broke,  in 
1932.— S.N.C. 
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1989  but  about  the  same  as  in  1987. 
The  reason:  Here  Gillette  simply 
lacks  the  distinctive  edge  it  has  in 
appliances  and  shaving  products. 

What  ties  this  company  together? 
What  is  its  internal  logic?  We  asked 
Mockler.  He  replied: 

"They  [the  different  Gillette  divi- 
sions] all  make  products  whose  pur- 
pose is  to  make  life  a  little  bit  easier 
every  day.  They're  all  branded. 
They're  all  recognizable  to  the  con- 
sumer. They're  all — almost  all — sus- 
ceptible to  product  im- 
provement. And  they're  all 
susceptible  to  having  their 
product  advantages  ex- 
plained to  the  consumer." 

The  last  tM'o  elements 
are  key.  Where  Gillette  per- 
forms well,  it  does  so  be- 
cause it  can  identify  and  ex- 
ploit a  competitive  advan- 
tage. Where  it  disappoints, 
it  is  because  it  is  in  com- 
modity products  whose 
sole  point  of  differentiation 
comes  from  marketing. 

In  other  words  Gillette, 
the  quintessential  market- 
ing company,  is  not  really  a 
marketing  company  at  all. 
It  succeeds  best  when  it  can 
use  its  marketing  and  prod- 
uct development  resources 
to  carve  out  profitable 
niches  where  it  has  an  edge. 

Compare  the  toiletries 
products  with  the  Sensor.  Significant- 
ly more  expensive,  the  Sensor  com- 
petes successfully  with  disposable  ra- 
zors. Price  versus  quality.  Not  only 
does  this  complicated-to-make  prod- 
uct give  a  great  shave,  but  it  is  also 
difficult  for  competitors  to  knock  off. 
For  example,  making  a  Sensor  car- 
tridge requires  a  laser  welder  that  can 
make  93  precise  welds  a  second.  No 
laser  existed  that  could  operate  that 
fast.  Gillette  had  to  extensively  modi- 
fy one.  Moreover,  says  Zeien:  "The 
essence  of  the  [blade]  business  is  hav- 
ing superior  products  produced  at 
very  low  costs  with  fantastic  consis- 
tency." The  Sensor,  in  its  first  year  of 
production,  has  a  reject  rate  of  just  10 
per  million,  despite  its  complexity.  So 


even  though  Gillette  has  licensed 
Schick  to  use  its  Sensor  patents  in 
1992,  the  cost  of  competing  could  be 
prohibitive. 

Ln  contrast,  it  is  difficult  to  argue 
that  one  shampoo  or  deodorant  is  real- 
ly different  from  another.  They  are 
essentially  commodity  products. 
Mockler  says  that  Gillette  will  soon 
introduce  a  new  line  of  Gillette  brand 
male  toiletries.  He  adds:  "Shaving 
preparations  and  the  deodorant-anti- 
perspirant  area  are  two  major  areas 


Profitable  cannibalization 


"System"  cartridges  make  up  48%  of  U.S.  blade 
sales;  the  rest  are  primarily  disposable  razors.  As 
always,  new  systems  partly  displace  old  ones. 


GILLEHE  SYSTEM  CARTRIDGES  (DOLLAR  SHARE  OF  TOTAL  U.S.  BLADE  MARKET) 
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Source:  The  Gillette  Co 


where  there  is  the  potential  for  signif- 
icant, perceptible  consumer  improve- 
ment. I  think  we've  got  it  this  time." 
Whether  Gillette  can  create  a  compet- 
itive advantage  in  toiletries  this  time 
remains  to  be  seen. 

The  other  divisions  all  have  advan- 
tages. While  Oral-B  is  not,  technologi- 
cally, very  different  from  competing 
toothbrushes,  it  does  occupy  a  dis- 
tinctive marketing  niche  through  its 
unusual  distribution  system. 

In  writing  instruments,  Gillette's 
edge  comes  both  from  the  sheer 
breadth  of  its  line  and  from  Paper- 
mate's  innovations:  the  Powerpoint 
(which  can  write  upwards),  the  Eraser 
Mate  (erasable  ink),  the  first  mass- 
marketed  felt-tip  pen  (the  Flair)  and 


now  the  Flexgrip  (a  flexible  ballpoint 
pen).  Braun  has  its  reputation  for  qual- 
ity and  design,  and  a  continuing  flow 
of  new  products. 

When  he  announced  his  forthcom- 
ing retirement  last  November, 
Mockler  named  no  successor.  Many 
people  assume  that  Al  Zeien  will  get 
the  nod.  Another  strong  contender  is 
Vice  Chairman  Joseph  Mullaney,  who 
orchestrated  Gillette's  takeover  de- 
fenses. But  Zeien  is  60  and  will  retire 
in  1995,  and  Mullaney  is  57.  Who 
might  follow  them?  The 
smart  money  right  now  is 
on  49-year-old  Robert  Mur- 
ray, who  succeeded  Symons 
as  head  of  North  Atlantic 
shaving  operations  and  has 
worked  in  virtually  every 
division  of  Gillette. 

Whoever  succeeds  the 
low-key  Mockler  will  face  a 
couple  of  problems:  finding 
a  competitive  advantage  in 
toiletries  and  keeping  the 
shaving  business  growing. 
If  he  gets  the  top  job,  Zeien, 
who  says  he  has  less  pa- 
tience than  Mockler,  might 
consider  pulling  the  plug  on 
the  toiletries  business  if  it 
fails  to  develop  an  advan- 
tage. As  for  future  growth, 
Mockler,  Zeien  and  Murray 
all  say  that  the  next  genera- 
tion of  shavers  is  already  in 
development. 
While  another  takeover  attempt  is 
very  unlikely,  Gillette  isn't  taking 
chances.  "We're  trying  to  preserve  the 
values  the  company  has,"  says  Mul- 
laney, "but  we're  a  lot  more  focused 
on  maximizing  shareholder  value." 

One  thing  is  clear:  Now  that  it  has 
returned  to  its  roots  in  shaving  with 
such  success,  Gillette  will  continue 
to  use  technology  and  innovation  as 
the  best  marketing  tools  of  all.  It  will 
leave  disposable  and  generic  products 
to  others.  "Where  we  are  superior,  we 
are  clearly  driven  by  our  ability  to 
develop  the  technology,"  says  Mur- 
ray, as  he  looks  into  Gillette's  future. 
"Long  term,  innovation  is  really  the 
thing  that  is  going  to  separate  the 
good  from  the  superior."  ■ 


Gillette  Trac  11(1971) 


Gillette  Atra  (1977) 


Gillette  Sensor  (1990) 
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Everything  your  lap  desires. 


And  everything  your  desk 
desires,  too. 

Is  it  really  possible  to  have  all 
your  needs  met  by  just  one  laptop? 

Good  question. 

For  which  we  at  NEC 
have  a  great  answer. 

The  ProSpeed'"  SX/20. 

A  small,  lightweight 
386SX  laptop  that  utilizes  a 
unique  modular  design  to 
meet  all  your  computing  needs. 
Whether  you  desire  a  high  perform- 
ance portable  or  a  fully  configured 
desktop  system. 

Technically  speaking,  the 
ProSpeed  SX/20  comes  equipped 
with  up  to  5MB  of  RAM  and  a 
40MB  hard  disk  drive,  and  runs  at 
a  blinding  20MHz  pace.  There's 
also  3  hours  of  battery  life.  * 

Now  all  this  ^"^"^^^ir//^ 

looks  good  on  paper.  But 


^-"^^ifi^ 


how  does  it  look  on  a  computer? 

Well,  thanks  to  a  CRT  quality 
LCD  screen  with  VGA  resolution, 
the  answer  is  crisp  and  clear. 

Which,  of  course,  brings  us  to  the 
sensitive. topics  of  expandability 
mk    and  connectivity. 

k        In  other  words,  all  that  you  gain  in  a 
^L    desktop  but  usually  lose  in  a  laptop. 
^^1       The  exception,  of  course,  being  the 

^^ ProSpeed  SX/20. 

Its  unique  Docking  Station" 
jM    ^     allows  you  to  easily  make  the 
f.  11^^     transition  between  outside-the- 
office  portable  and  inside-the- 
office  computer  while  providing 
you  with  the  kind  of  connec- 
tivity and  expansion  you'd  only 
expect  from  a  desktop. 

You'll  find  it  truly  leaves  nothing  to 
be  desired. 
For  product  literature  or  location  of 
your  nearest  dealer  call  1-800-NEC-INFO. 
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Eaxon  switches.  Each  one  individually 
designed  to  perform  unique  and  critical 
functions  in  space,  on  the  earths  surface  or  far 

under  the  sea. 

L ,      So  you'll  find  them  in  aircraft  and 
lubmarines-and  in  between-on  computers, 
power  tools,  medical  and  test  equipment, 
industrial  machines,  ships,  cars,  trucks. . . . 
I        Because  Eaton  is  one  of  the  world's 

largest  manufacturers  of  switches. 
I        Making  custom  switches  for  a  world  of 
fepplications-each  with  distinct  environmental 
^challenges-is  one  thing  that  sets  Eaton  apart. 

Reaching  beyond  conventional  solutions  is 

another 
I         At  Eaton,  we^re  a  part  of  your  team. 

Solving  today's  problems.  Anticipating 

tomorrow's  needs. 
ft         We  do  more  than  make 


lanufacture  solutions. 
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On  the  Docket 


By  some  measures,  the  legal  business  in  this 
country  is  now  bigger  than  the  auto  busi- 
ness. In  both  trades,  overcapacity^  has  be- 
come a  serious  problem. 

"It's  not 

a  wonderful 

situation" 


-T/iX 


By  James  Lyons 


A  RECENT  CONCLAVE  of  aboUt  85 
lawyers  at  the  Association  of 
b  the  Bar  of  the  City  of  New 
York  was  unusually  subdued.  The 
well-dressed  attorneys  avoided  eye 
contact  wirh  each  other  and  didn't  use 
their  names.  For  this  was  no  panel  on 
new  pit  bull  techniques  for  the  court- 
room. It  was  a  workshop  on  how  to 
get  a  job. 

On  the  desk  of  a  New  York  head- 
hunter  is  a  resume  from  a  partner  at  a 
large,   well-known  New  York  firm. 


He's  a  Phi  Beta  Kappa  graduate  of  Har- 
vard University  and  Harvard  Law, 
where  he  made  the  law  review.  In  his 
mid-60s,  the  fellow  is  now  deemed 
insufficiently  productive  by  his  part- 
ners; after  three  decades  with  the 
firm,  he's  been  told  to  clear  out. 

A  former  associate  lawyer  (the  step 
below  partner)  who  was  laid  off  at 
another  major  Manhattan  firm  took 
a  job  selling  shirts  and  ties  at  a 
men's  clothing  store.  A  real  estate 
specialist  who  earned  $113,000  in 
his  last  year  of  practice,  he  once 
bought  $500  suits  from  the  company 


for  which  he  now  works. 

The  blades  of  supply  and  demand 
are  closing  on  the  lawyers,  and  espe- 
cially the  highest-priced  lawyers. 
With  the  recession  in  full  swing  and 
Wall  Street  still  in  a  major  deal  slump, 
there  is  less  work  for  big  law  firms. 
Even  the  frantic  pace  of  civil  litiga- 
tion, including  tort  and  personal  inju- 
ry filings,  is  slowing. 

Firms  once  considered  immune 
from  the  economic  cycle  are  freezing 
rates,  laying  off  associates,  dumping 
unproductive  partners  and  hiring  few- 
er newly  minted  lawyers. 

"The  profession  is  going  through  a 
bigger  adjustment  than  at  any  time  in 
its  history,"  says  Bradford  Hilde- 
brandt,  a  legal  consultant  headquar- 
tered in  Somerville,  N.J. 

The   legal   industry   is   ripe   for   a 
shakeout.  If  not  the  oldest  profession, 
lawyering  has  of  late  been  one  of  the 
fastest-growing.    Between    1870    and 
1970  the  number  of  lawyers  grew  at 
about  25%  per  decade,  roughly 
mirroring  the  growth  of  the  U.S. 
population.  But  in  the  1970s  the 
number  of  lawyers  nearly  dou- 
bled. Their  ranks  grew  by  an- 
other 48%  in  the  1980s. 

Today  there  are  almost 
600,000  practicing  lawyers  in 
this  country — nearly  three 
times  as  many  per  capita  as 
in  any  other  major  industri- 
alized nation. 

Talk  about  a  tail  wag- 
ging a  dog:  The  Com- 
merce Department  figures 
that  legal  services  now 
generate  more  "value  ad- 
ded"— an  industry's  gross 
receipts,  minus  purchases 
made  by  that  industry 
from  other  sectors — than 
the  country's  steel,  textile 
or  even  automobile  indus- 
tries generate. 

Inflation-adjusted  earn- 
ings for  the  great  majority 
of  lawyers  have  been  declin- 
ing since  1973  (see  box,  opposite). 
But    this    economic    fact    has    been 
masked  by  the  well-publicized  earn- 
ings of  lawyers  at  the  country's  elite 
law  firms — and  reports  of  huge  jury 
verdicts  won  by  a  handful  of  trial  law- 
yers (Forbes,  Oct.  76,  1989]. 

Fueled  by  the  quickened  pace  of 
corporate  restructurings  during  the 
1980s,  average  profits  per  partner  at 
seven  big-city  firms  exceeded  $1  mil- 
lion in  1989,  according  to  The  Anieri- 
ai7i  Lciuyer's  latest  annual  survey  of 
the  nation's  100  highest-grossing 
firms.  That  came  out  to  655  lawyers, 
on  average,  reaching  pretax  million- 
aire status. 
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Law  &  Economics  101 


How  much  are  lawyers  really  paid? 
The  Bureau  of  Labor  Statistics  says  there  are 
582,000  Americans  engaged  in  full-time  legal  practice. 
Of  those,  almost  two-thirds  draw  salaries  working  for 
the  government,  corporations  or  firms  where  they  do 
not  have  an  equity  stake.  Their  median  income  in  1989 
was  $51,480,  comfortably  above  the  poverty  line  but  a 
far  cry  from  the  nearly  $1.8  million  earned  on  average  in 
1989  by  each  of  the  64  partners  at  New  York's  Cravath, 
Swaine  &  Moore. 

Another  interesting  finding  comes  from  a  study  by 
Professor  Richard  Sander  of  ucla  and  Professor  E. 
Douglass  Williams  of  Carleton  College  covering  the 
years  1960  to  1985.  It  shows  that,  measured  in  constant 
dollars,  law  firm  partners'  incomes  peaked  in  1973;  by 
1985  the  average  income  was  actually  4%  less  than  a 


dozen  years  earlier.  These  calculations,  based  on  data 
from  the  Internal  Revenue  Service,  also  show  a  decline 
in  income  for  sole  practitioners  during  the  same  period, 
a  drop  of  more  than  28% . 

How  to  square  this  picture  of  modest  incomes  with 
the  millions  taken  down  every  year  by  some  corporate 
law  firm  partners  and  plaintiffs'  lawyers?  The  big  num- 
bers apply  only  to  a  tiny  minority.  "The  economic 
decline  afflicting  much  of  the  legal  profession,"  Sander 
and  Williams  note,  "has  left  its  upper  strata  un- 
touched." Surprisingly,  in  early  January,  with  roughly 
40%  of  the  applications  in,  the  number  of  law  school 
applicants  was  up  3.3%  over  1989,  itself  a  record  year, 
according  to  the  Law  School  Admission  Council.  Clear- 
ly the  applicants  haven't  gotten  the  message  yet  as  to 
how  tough  things  are. — J.L. 


Hubris  took  over  as  upstart  firms 
led  by  entrepreneurial  lawyers 
grabbed  for  bigger  pieces  of  the  action. 
Most  notable  in  this  category  was  the 
now  defunct  Finley,  Kumble,  Wagner, 
Heine,  Underberg,  Manley,  Myerson 
&  Casey,  which  grew  through  merg- 
ers and  lateral  hires  to  have  more  than 
650  lawyers  and  a  dozen  offices 
around  the  country.  As  rapidly  as  it 
rose,  Finley,  Kumble  collapsed — the 
victim  of  unrestrained  egos,  excessive 
partner  payouts  and  lavish  spending. 

At  the  elbow  of  partners  through- 
out the  boom  were  the  associates.  In 
the  old  days,  these  partners-in-wait- 
ing were  paid  modest  salaries  and 
were  expected  to  learn  the  business 
imder  the  benevolent  tutelage  of  more 
experienced  and  wiser  partners. 

But  in  the  1970s  and  1980s,  starting 
salaries  at  the  top  firms  for  bright 
young  law  school  grads  exploded — 
from  around  $33,000  a  year  in  1979  to 
$82,000  last  year.  Associates  became 
"profit  centers,"  drones  expected  to 
move  the  work  out  the  door. 

In  today's  world  of  fewer  deals 
and  tighter  money,  even  the 
elite  firms  are  coming  to  terms 
with  the  fact  that  they  exist  to 
serve  clients,  and  not  the  other 
way  around. 

"There  has  been  a  level  of 
waste  and  inefficiency  at  some 
firms  in  how  work  was  staffed 
and  charged  for,"  admits  Al- 
fred Giuffrida,  managing  part- 
ner of  Nixon,  Hargrave,  De- 
vans  &.  Doyle,  a  240-lawyer 
firm  based  in  Rochester, 
N.Y.  that  dismissed  14  asso- 
ciates last  year.  "Clients  will 
now  be  looking  for  greater 
value  from  their  lawyers." 

"Lawyers  and  investment 
bankers  have  lived  in  a  eu- 
phoric age  for  some  time," 


says  Edward  Silver,  chairman  of  New 
York's  420-lawyer  Proskauer  Rose 
Goetz  &.  Mendelsohn. 

Silver's  firm  fired  about  25  asso- 
ciates in  1990.  He  says  the  firm's 
gross  was  up  last  year,  but  increased 
overhead  costs  for  things  like  support 
staff  and  supplies  are  causing  a  dip  in 
partner  incomes. 

Still,  Proskauer  is  continuing  to 
hire  new  lawyers,  partially  to  keep  up 
with  the  competition.  "We  can't  cut 
off  access  to  new  talent,"  Silver  says. 
So  that  means  clearing  out  associates 
to  make  room  for  the  newcomers  in  a 
stagnant  market.  He  realizes  it  may 
be  "unfair"  to  let  associates  go.  "But 
we  had  more  people  we  could  use 
than  there  was  work.  It's  not  a  won- 


derful situation,"  he  sighs. 

The  associates  are  accepting  their 
pink  slips  with  a  mixture  of  bitterness 
and  relief.  "I  never,  ei'er  looked  for- 
ward to  going  to  work,"  says  an  asso- 
ciate who  often  worked  into  the  early 
morning  hours  and  was  abruptly  dis- 
missed from  his  $82,000-a-year  job  as 
a  tax  lawyer  at  a  big  New  York  firm. 
"It  was  a  chore.  But  that  didn't  sur- 
prise me.  We  were  paid  so  much  be- 
cause this  is  work  no  one  really  wants 
to  do." 

Not  only  lowly  associates  are  suf- 
fering. Even  partners  are  getting  the 
boot.  One  of  the  mantras  of  the  1980s 
is  now  being  enforced:  All  partners 
must  produce  business,  or  perish. 
New  York's  Shea  &  Gould,  for  exam- 
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HOME  STRETCH 


L.t  SAA  \A/e  order  our  aircraft 
custom-tailored  not  to  suit  us, 
but  to  suit  our  passengers.  This 
gives  you  that  rare  commodity  in 
an  airliner...  room.  Unlimited  room 
in  our  famious  VIP  Blue  Diamond 
Class.  Room  to  work  in  Gold 
Class.  And  in  Silver  Class,  room 
to  cross  your  legs  in  civilized 
comfort. 

All  of  which  means  that  in 
the  long  run  you  can  stretch  out 
as  if  at  home. 

And  that ,  together  with  our 
incomparable  service  and  cui- 
sine, is  a  very  pleasant  way  to 
spend  your  flight . 

For  more  information , 
contact  your  travel  agent  or  call 
1  -800-722-9675.  in  New  York 
(212)  826-0996 
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pie,  told  5  of  its  97  partners  to  look  for 
other  jobs  last  year;  New  York's  Rog- 
ers &  Wells  is  anticipating  a  "small 
net  reduction"  in  its  partnership 
ranks  this  year. 

Boston's  300-lawyer  Hale  &.  Dorr 
had  eight  partners  leave  last  year. 
Managing  partner  John  Hamilton  Jr. 
insists  that  the  departures  had  noth- 
ing to  do  with  economics  but  with 
"goal-setting,"  which  certainly  is  a 
nice  euphemism. 

As  with  any  situation  where  supply 
overtakes  demand,  the  customer 
benefits.  Some  law  school  graduates 
once  haughtily  above  such  things 
may  now  be  willing  to  bang  out  wills, 
divorce  settlements  and  other  routine 
legal  work  for  individuals  at  small 
suburban  shops. 

More  good  news:  You  are  a  bit  less 
likely  to  be  sued.  The  rise  in  civil 

"/  never,  ever  looiced 
forward  to  going  to  work," 
says  an  abruptly 
dismissed  tax  lawyer  at  a 
big  New  Yorkfirm. 

suits  is  abating.  Civil  filings  in  state 
courts — which  handle  the  vast  major- 
ity of  suits — were  up  only  2.4%  in 
1989  from  the  year  before,  according 
to  the  National  Center  for  State 
Courts,  compared  with  a  5.6%  growth 
from  1987  to  1988.  Civil  filings  in  the 
federal  courts  have  been  dropping  for 
the  last  five  years,  and  were  down 
6.7%  from  the  year  before  for  the  year 
ending  last  June. 

Even  top  plaintiff  lawyers,  who 
most  often  practice  in  smaller  firms, 
are  worried.  They  can  outeam  even 
the  highest-ranking  Wall  Street  firms' 
partners.  But  their  prosperity  is  being 
threatened  not  by  a  weak  economy 
but  by  state  legislation  aimed  at  cap- 
ping big  jury  awards  and  the  contin- 
gency fees  (typically  one-third  of  the 
award)  that  go  along  with  them. 

But  as  Alexis  de  Tocqueville  recog- 
nized in  1835,  America  is  fundamen- 
tally a  legalistic  society.  Where  there 
are  laws  there  will  be  lawyers  to  inter- 
pret them  and  write  new  laws,  and 
interpret  those,  too. 

which  may  explain  why  Bureau  of 
Labor  Statistics  projections  for  the 
next  decade  indicate  that  the  lav^ryer 
population  will  continue  to  grow  fast- 
er than  most  other  occupations.  Law 
school  applications  continue  to  grow, 
even  though  the  number  of  people 
graduating  from  law  schools  dropped 
a  bit  in  1989.  That  year,  35,520  law 
degrees  were  awarded — down  3.5% 
from  the  record  year  of  1985,  and 
down  slightly  from  1988.    ■ 
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Its  heritage  was  shaped  by  Spanish  and 
Native  American  hands  and  then  charged 
with  the  vitahty  of  successive  waves  of 
immigrants,  producing  the  modern 
Argentine  mosaic.  Argentina's  hard- 
working and  cosmopolitan  people  have 
decided  to  resume  their  rightful  place 
among  other  leading  nations. 

Their  constitutional  government,  led 
by  President  Carlos  Menem,  has 
encouraged  a  liberal  economy  and  created 
fabulous  opportunities  for  new 
development  investment.  This  is  the  time 
and  this  is  the  place,  as  Argentina  looks 
to  the  world,  to  come  and  meet  us. 

Argentina 
A  country  where  there  is  so  much  to  see 
and  investment  opportunities  awaiting 


Argentine  Tourist  Office 


Are  there  still  takeover  targets?  For  years 
the  rwnor  mill  has  had  Ferro  Corp.  up  for 
grabs.  Nothing  has  happened,  but  smart 
moneys  keeps  betting  that  something  will. 

Someone  else's 
turn? 


By  Alyssa  A.  Lqipen 


1AST  SPRING  Huntsman  Chemi- 
_  cal's  Jon  Huntsman  bought 
I  roughly  4%  of  Cleveland-based 
Ferro  Corp.  and  then  said  he  wanted 
up  to  11%  more. 

The  shrewd  Huntsman  (Forbes, 
Nov.  27,  1989]  was  eyeing  Ferro's  spe- 
cialty plastics  and  chemicals  groups, 
which  account  for  about  44%  of  the 
firm's  $1.1  billion  in  sales.  (The  rest 
comes  from  specialty  coatings  and 
colors,  and  ceramics.)  Huntsman  sud- 
denly announced  last  November  that 
he  had  sold  his  stock.  Citing  the  fine 
print  in  a  restrictive  new  Ohio  anti- 
takeover law.  Huntsman  didn't  think 
anyone  would  want  to  mount  a  long 
battle.  But  he  still  thinks  Ferro  is 
worth  a  lot  more  than  the  17 '/a  per 
share  for  which  the  company  was  re- 
cently selling. 

So  do  some  other  smart  investors. 
Rich  Florida  industrialist  Phillip 
Frost,  chairman  of  ivax  Corp., 
bought  nearly  8%  of  Ferro  last 
August  (estimated  price:  mid-20s 
a  share).  "He  likes  to  be  a  catalyst 
for  deals,"  says  a  stockbroker 
friend  of  Frost's.  "He  smells 
something  here — and  he  knows  a 
lot  about  chemicals." 

Mutual  fund  manager  Mario  Ga- 
belli  smells  something,  too.  Ga- 
belli  has  been  buying  Ferro  since 
last  spring  and  in  late  November 
upped  his  stake  to  more  than  8%. 
The  State  of  Wisconsin  Invest- 
ment Board  holds  another  5%. 

Wha'  do  Huntsman,  Frost  and 
Gabelli  see  in  this  rusty  old  com- 
pany? Mainly,  strong  foreign  sales 
of  Ferro's  traditional  enamels  and 
powdered  paints.  Ferro  has  about 
40%  of  the  world's  steel  and  porce- 
lain enamel  markets.  Overall,  Fer- 
ro's net  margins  average  3.6%; 
overseas,  net  margins  average  5% 
of  sales.  Foreign  sales  account  for 


more  than  half  of  revenues  and  about 
75%  of  net  earnings. 

While  it  is  successful  on  foreign 
shores,  Ferro  has  had  a  way  of  stum- 
bling when  trying  to  introduce  new 
products  in  the  U.S.  After  trying  for 
more  than  two  decades  to  build  a  fiber- 
glass business,  Ferro  sold  out  in  1977. 

Specialty  plastics,  a  business  Ferro 
significantly  expanded  in  1979,  ac- 
counted for  a  third  of  sales  between 
1985  and  1989.  But  operating  profits 
during  that  period  averaged  2.5%  of 
sales,  at  a  time  when  competitors 
were  basically  printing  money.  At 
M.A.  Hanna,  for  example,  operating 
profits  averaged  nearly  9%  in  the  late 
Eighties. 

In  the  late  Seventies  Chairman 
Adolph  Posnick  hoped  he  could  du- 
plicate Ferro's  success  in  enamels 
and  colors  in  the  plastics  business. 
In  1979  Ferro  bought  a  color  business 
from  Dow,  a  plastics  unit  from  Ex- 
xon and  Complas,  a  compounder  in 
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Success  overseas,  but  not  in  the  V.S. 


Indiana.  "We  were  off  to  the  races," 
says  Posnick. 

But  the  race  has  been  tougher  than 
Posnick  expected.  Ferro's  competitors 
included  General  Electric,  Imperial 
Chemical,  Hercules  and  Rhone-Pou- 
lenc,  all  of  whom  had  been  in  the 
plastics  business  for  decades.  Ferro's 
current  market  share  is  under  10% 
and  its  profit  margins  are  less  than 
one-quarter  of  the  industry  average. 

Here's  something  else  that  encour- 
ages takeover  talk:  Ferro's  nearly  300- 
strong  corporate  staff,  a  bureaucracy 
waiting  to  be  cut.  Former  Ferro  plas- 
tics operating  men  in  the  U.S.  and 
Europe  complain  that  Ferro  is  a 
sleepy,  slow-to-respond  operation. 
Sour  grapes?  Perhaps.  But  overhead  is 
out  of  line:  Ferro's  selling,  general  and 
administrative  costs  (excluding  re- 
search and  development  costs)  run 
15%  of  sales,  versus  about  7%  at  A. 
Schulman.  Research  spending  is  just 
1.6%  of  sales,  compared  with  4%  of 
manufacturing  sales  at  Schulman. 

Meanwhile,  any  capital  expendi- 
tures of  more  than  $60,000 — whether 
for  new  equipment,  plant  expansions 
or  major  repairs — must  be  approved  by 
a  six-man  executive  committee,  a  pro- 
cess that  usually  takes  two  to  three 
months. 

Posnick  made  a  stab  at  shaking  up 
things  three  years  ago  when  he  hired 
Kenneth  Barr,  a  Jack  Welch  protege 
who  had  helped  build  ge's  multi- 
billion-dollar  plastics  business.  Once 
at  Ferro,  Barr  tried  to  invest  heavily  in 
new  equipment  and  shake  up  Ferro's 
marketing  team.  But  his  flashy  style 
and  fast  pace  upset  old-time  manag- 
ers. Within  24  months  the  organiza- 
tion had  rejected  Barr,  who  is  now 
''-''"'  consulting.  Last  year  the  U.S. 
plastics  group  lost  money. 

Posnick,  who  turned  64  last 
May,  plans  to  retire  in  April.  His 
heir  apparent  is  Ferro  President 
Albert  Bersticker,  56,  a  former 
managing  director  of  Ferro  Spain, 
who  has  been  with  the  company 
32  years. 

Give  Posnick  this:  Ferro's  fi- 
nances are  rock  solid.  Long-term 
debt  is  about  $120  million,  easily 
serviceable  from  the  company's 
$60  million  or  so  ($3  a  share)  in 
cash  flow;  in  the  bank  is  about 
$22  million  in  cash.  Current  mar- 
ket capitalization:  $325  million. 
"We  think  Ferro  is  selling  at  a 
sharp  discount  to  its  values," 
says  Ellen  Horing,  an  analyst  at 
Gabelli  &  Co.,  which  paid  an  esti- 
mated $20-plus  a  share  for  its  8% 
of  Ferro.  "If  the  present  manage- 
ment doesn't  perform,"  she  adds, 
"someone  else  will."  ■ 
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Advantage:  Eagle 


Chrysler's  Newest  Division 

Eagle  Talon  TSi  with  all-wheel  drive  and  195  horsepower  turbocharged,  intercooled  engine  is  backed  by  Chryslers  exclusive 
7/70  Protection  Plan.  This  plan  protects  the  engine  and  power  train  for  7  years  or  70,000  miles  and  against  outerbody  rust- 
■HB  through  for  7  years  or  100,000  miles.  See  limited  warranty  at  dealer.  Restrictions  apply  For  more  information  about 
CSa    WTO  Eagle  Talon,  or  how  to  buy  or  lease  one,  call  1-800-JEEP-EAGLE.  Buckle  up  for  safety 


The  Larger  Context 


I  prefer  capitalisin  to  the  alternatives,  yet 
football  evokes  a  world  long  before  capi- 
talism— and  thafs  one  of  its  attractions. 


AN  ODE  TO 
FOOTBALL 


By  Michael  Novak 


The  best  part  of  the  year  is  already 
over.  Once  the  bowl  games  end,  the 
only  consolation  is  a  couple  of  real- 
ly good  playoff  games;  the  Super 
Bowl  is  usually  boring.  From  then 
on,  I  soldier  through  a  lot  of  ho-hum 


basketball  and  mildly  pleasant  base- 
ball, marking  time.  The  whole  year 
goes  downhill  after  Jan.  1,  and 
doesn't  come  alive  until  September. 

Why  do  I  love  football  so?  Bcgm 
with  this  year's  Orange  Bowl  game. 
Half  of  you  may  turn  against  mc  if  I 
say  that  I  am  a  passionate  lover  of 
Notre  Dame;  in  some  circles,  Notre 
Dame  is  not  the  best  loved  team  in 
the  land,  although  no  other  is  more 
so.  Football  is  like  that.  It's  about 
loyalty;  it  demands  loyalty;  it 
rewards  loyalty. 

When  one  of  my  daughters  was 
very  young,  she  hated  to  lose  (still 
does)  and  refused  to  declare  who  she 


was  for  until  near  the  end.  Football 
isn't  like  that;  it  pays  its  real  re- 
wards only  to  those  who  put  their 
innards  on  the  line.  If  you  don't  die 
when  your  team  dies,  you  might  as 
well  watch  quiz  shows. 

Loyalty  explains,  I  think,  why  I 
like  college  football  better  than  the 
pros.  Pro  teams  have  no  loyalty. 
They  sell  the  players,  move  the 
franchise;  it's  a  business.  I  much 
prefer  a  capitalist  system  to  the  al- 
ternatives, yet  football  evokes  a 
world  long  before  capitalism  and,  to 
me,  that's  one  of  its  attractions. 

At  the  Orange  Bowl,  we  had  a 
wonderful  view  of  the  expanse  of 
green  under  the  soft  evening  lights. 
Having  watched  only  television  re- 
cently, I  had  forgotten  what  that 
greensward  means  to  the  game.  The 
kickoff  is  the  moment  that  even  as  a 
touch-football  player  I  have  always 
found  most  heart-pumping.  It  calls 
to  mind  those  ancient  days  in  the 
grasslands  when  men  were  hunters, 
and  when  agility  of  foot  and  hand 
could  mean  the  difference  between 
their  tribe's  eating  well  or  poorly  for 
a  season,  and  maybe  life  or  death. 
And  oh,  the  collisions  and  pileups 
that  happen  then,  and  tangle  of 
limbs:  positively  Neanderthal!  I 
like  that.  It  is  somehow  so  unrea- 
sonable, uncivil  and  impolite — but 
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legal.  Even  necessary  and  heroic.  I 
do  indeed  like  that. 

Kickoffs  are  especially  breathtak- 
ing when  a  team  has  Raghib  Ismail 
to  dare  the  opposition  and  Notre 
Dame  is  losing.  If  there  has  ever 
been  a  faster  man  in  football  shoes,  I 
have  not  heard  of  him — although 
maybe  what  Ismail  has  isn't  only 
speed  but  elusiveness.  Still,  watch- 
ing him  accelerate  when  another 
man  is  chasing  him,  watching  the 
green  space  grow  between  them, 
watching  him  like  a  frightened  deer 
glide  and  lilt  until  he  curves  into 
the  end  zone  is  unforgettable. 

Notre  Dame  began  to  look  very 
strong  with  the  opening  of  the 
second  half.  They  scored,  they  held 
and  were  starting  with  good  field 
position  when  I  allowed  myself  an 
unforgivable  thought:  Now  we 
should  pull  away.  (Colorado  had 
lost  its  starting  quarterback.  Notre 
Dame  was  beating  Colorado  on  the 
line.)  That's  exactly  when  Ricky 
Watters  fumbled  at  the  32.  Colora- 
do scored  and  went  ahead  10-9. 
Notre  Dame  fumbled  again.  The 
next  time  nd  had  the  ball  they 
threw  an  interception.  The  Notre 
Dame  defense  was  on  the  field  al- 
most uninterruptedly.  They  played 
heroically,  in  obvious  exhaustion. 

Finally,  with  a  minute  left,  hav- 


ing stopped  him  fairly  well  all  day, 
Colorado  dared  to  punt  to  Ismail, 
who  had  slyly  signaled  to  a  camera 
"number  one."  The  ball  dropped  to- 
ward him  back  at  Notre  Dame's  9- 
yard  line.  What  followed  happened 
quickly.  I  saw  his  clean  catch  and 
his  lightning  getaway.  Then  Ismail 
disappeared  behind  walls  of  Colora- 
do blue  shirts,  emerged,  disap- 
peared. I  saw  him  grabbed,  pull 
loose,  catch  himself  with  one  hand 
to  the  ground,  and  again  accelerate 
with  blue  shirts  closing  on  him, 
past  whom  he  streaked  before  they 
got  there.  He  was  in  the  end  zone 
before  we  could  absorb  it.  Notre 
Dame  had  won. 

Colorado  fans  died.  I  saw  it  with 
my  own  eyes.  Mouths  went  dry. 
Bitter  ashes  gathered.  For  the  sec- 
ond year  in  a  row,  they  had  lost  it, 
when  it  was  won,  and  in  the  twin- 
kling of  an  eye.  I  scanned  the  field 
for  a  yellow  flag.  I  saw  none.  But 
then  Colorado  fans  came  back  to 
life,  and  Notre  Dame  tasted  ash.  A 
referee  had  after  all  called  clipping 
and  the  ball  came  back. 

And  that's  another  thing  I  like. 
Football  is  about  law,  chance,  the 
lucky  breaks.  Early  on,  its  round 
ball  was  changed  to  oval  to  tempt 
the  Fates.  Football  is  designed  to  be 
a  game  of  breaks.  You  either  please 


the  goddess  Fortuna  or  you  do  not. 
She  blows  your  sails  full  with  vigor, 
being,  life — or  leaves  you  empty.  To 
lose  is  to  know  in  advance  what 
death  is.  You  see  vividly  how,  if  you 
had  done  better,  you  might  have 
tasted  life. 

Colorado's  brave  men  did  all  that 
was  asked  of  them,  against  adversi- 
ty. Notre  Dame  made  mistakes  that 
changed  the  outcome,  but  still 
played  gutsily  enough  to  have  the 
last  supreme  chance  that  Ismail  de- 
livered. By  some  accounts,  the  fate- 
ful referee's  call  could  have  gone 
either  way.  A  photo  in  the  Miami 
Hera/d  next  day  showed  the  block- 
er's head  legally  in  front  of  his  tar- 
get. No  matter. 

The  law's  the  law.  The  breaks  are 
the  breaks.  It  would  take  away  from 
Notre  Dame's  own  "miracles"  to 
deny  the  glory  of  this  one  to  Colora- 
do. Football  is  a  reality-enforcer.  It 
teaches  one  to  accept  reality — and 
to  prepare  next  time  to  ratchet  the 
level  of  perfection  up  a  notch. 

Wait  with  me  till  next  Septem- 
ber, when  life  returns.  ■ 


I'hi/osupbcr,  Juunuiiisi  and  e.xi'.S.  amluis- 
sador  Midxwl  Novak  directs  social  and 
[Hililical  studies  at  the  Ame)ican  liiiterprise 
Institute  in  Wasbinf^ton.  DC.  His  many 
hooks  include  The  Joy  of  Sports 


D 


How  often  do  you  watch 

fish  darting  playfully  about?  Or  listen  to  the 

haunting  repetition  of  a  gull's  cry?  Surrender  to  the  gentle 

rocking  of  the  sea?  Feel  the  breeze  kiss  your  skin?  Breathe 

the  sweetness  of  the  Atlantic  air?  Let  that  air  settle  on 

your  tongue  and  actually  taste  the  salt?   Why 

do  you  come  to  Florida? 


Homes  an?  homcsites  from  $140,000  to  over  $1  million.    Call  (407)  746-2561  or  write  Jonathan's  LanOinff,  Jupiter,  FL  33477. 

A  COMMUNITY  DEVELOPMENT  BY  Q  ALCOA  PROPERTIES.  INC  THIS  IS  NOT  AN  OFFERING  TO  NY,  N  J  OR  IL  RESIDENTS  PRICES  SUBJECT  TO  CHANGE  THIS  IS  NOT  AN  OFFERING  SALES  CAN  ONLY  BE  MADE  IN  PALM  BEACH  COUNTY 


D 


FORBES,  FEBRUARY  4,  1991 


97 


The  Funds 


Some  of  the  best  performers  from  the  past  have 
turned  in  terrible  results  of  late.  Is  it  time  to  put 
moneys  into  these  fallen  angelsF  Or  have  they 
lost  their  wings? 


Tarnished 
glory 


By  Richard  Phakm  and  Michael  Fritz 

IN  1990,  A  YEAR  WHEN  equity  mutual  funds  as  a  group 
underperformed  the  market  to  an  embarrassing  degree, 
some  of  the  worst  fund  showings  came  from  funds 
that,  in  the  recent  past,  have  been  among  the  best  perform- 
ers. While  it  was  a  disappointing  year  for  almost  any  kind 
of  stock  fund,  it  was  a  terrible  year  for  many  of  the  best 
among  them. 

Take  Vanguard  Windsor  Fund,  run  by  the  illustrious 
John  Neff.  Windsor  has  been  on  the  Forbes  honor  roll  six 
times  and  attracted  a  peak  of  $8.8  billion  in  assets.  But  it 
has  stumbled  badly  in  recent  years,  and  was  off  15%  in 
1990 — five  times  as  much  as  the  market.  The  Over-the- 
Counter  Securities  Fund,  now  distributed  by  usf&g,  once 
had  the  best  long-term  record  of  any  fund  in  the  U.S.  It  has 
been  in  the  dumps  ever  since  small-company  stocks  start- 
ed losing  ground  to  big-company  stocks  in  1983.  The 
Fidelity  Equity-Income  Fund  beat  the  market  in  every  year 
but  one  for  more  than  a  decade,  then  petered  out. 

Collectively,  these  three  fallen  angels  lost  a  stunning  $2 
billion  of  shareholders'  money  last  year. 

Have  the  best  become  the  worst?  Or  is  this  a  good  time 
to  buy  into  these  onetime  leaders,  in  the  expectation  that 
they  will  soon  make  up  for  lost  ground? 

It's  impossible  to  predict  investment  results,  but  fund 
investors  can  deal  with  this  dilemma  by  asking  these 
questions:  Was  the  recent  poor  performance  primarily  the 
result  of  bad  stock  picking?  Or  more  a  consequence  of  a 
temporary  and  potentially  reversible  lag  in  the  sector  or 
style  that  the  fund  manager  is  sticking  to?  And:  How 
much  tolerance  do  I  have  for  further  losses  if  the  style 
takes  a  few  more  years  to  rebound? 


Vanguard  Windsor 

The  value  of  value 

John  Neff  has  been  managing  the  $6.4  billion  Windsor 
Fund  for  26  years  now  and  has  beaten  the  market  in  all 
but  7  of  them.  One  of  the  7  was  the  fiscal  year  ended  Oct. 
31,  1990,  when  Windsor  was  off  28%. 

"Dismal  results,"  Neff  told  shareholders  in  his  custom- 
ary unvarnished  manner.  "The  worst  year  we  have  ever 


experienced."  A  sister  fund  run  by  Neff,  the 
Vanguard  High-Yield  Stock  Fund,  has  one  of 
the  worst  five-year  records  among  equity 
funds;  Vanguard  aims  to  quietly  erase  the 
record  by  seeking  a  shareholder  vote  to  fold 
it  into  Windsor  next  month. 

That  still  leaves  Neff,  59,  with  one  of  the 
best  long-run  performances  around.  Last 
year's  whipping  could  be  construed  as  one 
more  sign  that  no  money  manager,  however 
gifted,  has  a  hot  hand  in  every  market.  The 
question  for  Windsor's  370,000  sharehold- 
ers, however,  is  this:  If  Neff's  "value"  ap- 
proach— buying  companies  at  low  multi- 
ples of  their  earnings  and  dividends — is  out 
of  sync,  is  that  a  temporary  phenomenon  or 
a  permanent  loss?  Neff,  a  modest  man,  ac- 
knowledges there  "perhaps  have  been  ques- 
tions about  whether  we  have  lost  our  way." 

Take  a  look  at  Neff's  investment  strategy 
before  you  count  him  out.  He  likes  his  bets 
big.  He  focuses  on  what  he  calls  "over- 
looked, misunderstood,  woebegone"  com- 
panies. Once  he  finds  stocks  that  meet  his 
contrarian  specifications,  Neff  swings  for 
the  fences  by  taking  large  positions.  The  ten 
largest  positions  in  Windsor  account  for 
about  40%  of  assets. 

For  the  last  several  years,  out-of-favor  to    — . — _ 

Neff  has  meant  commitments  in  such  troubled  environ- 
ments as  banks  (14%  of  assets  at  fiscal  year-end  on  Oct. 
31);  autos  (11.8%);  insurance  (8.5%);  and  thrifts  (6%). 
Thus,  Windsor  owns  $200  million  chunks  of  Chrysler  and 
Ford,  Bank  of  America  and  Citicorp,  Aetna  and  Cigna,  and 
somewhat  lesser  amounts  of  savings  and  loan  companies 
like  Ahmanson  and  Golden  West  Financial  Corp.  His 
losses  in  these  positions  ranged  from  36%  to  62%. 

In  all,  Neff's  portfolio  (except  for  one  foreign  stock  that 
has  done  well,  Telefonica  de  Espaiia)  looks  like  a  basket 
case  in  search  of  an  infirmary.  Designedly  so.  His  thesis: 
"It  takes  a  strong  stomach  and  a  stiff  backbone  to  buck  the 
conventional  wisdom,"  but  underpriced  basic  values  will, 
over  a  couple  of  years,  pay  off.  Note  this:  He  doesn't  say 
the  payoff  will  always  come  quickly.  That's  his  problem 
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John  Neffofthe  Vanguard  Windsor  and  Gemini  II  fund^ 

His  "overlooked,  misunderstood  and  woebegone"  stocks  have  gotten  a  little  more  woebegone. 


now:  We've  been  in  a  highly  nervous  market  the  past  year 
or  so,  and  people  have  been  unloading  anything  that  smells 
of  trouble,  however  deeply  discounted.  And  being  contrar- 
ian means  taking  the  risk  of  occasionally  being  simply 
wrong.  For  instance,  Neff's  investment  in  Crossland  Sav- 
ings— $5  million  at  the  end  of  October  1989 — is  now  close 
to  worthless. 

Couldn't  Neff  have  gotten  a  bit  more  defensive — stuck 
maybe  with  the  20%  cash  position  he  held  before  the 
market  fell  out  of  bed  last  summer?  Or  moved  into  more 
neutral  or  (heaven  forfend)  more  popular  stocks?  No.  That 
wouldn't  have  been  consistent  with  the  philosophy  that 
has  made  him  so  successful.  He  has  stuck  by  the  logic  of 
his  own  strategy,  which  says  that  the  contrarian  investor 
should  hold  his  ground  stoically  when  the  market  is  run- 


ning the  other  way.  Neff  has  been  consistently  more 
bullish  on  the  economy  than  most,  which  is  why  he  may 
be  too  early  on  a  big  stake  in  cyclicals  like  Alcoa.  And  his 
policy  of  industry  concentration,  a  real  bell  ringer  in  good 
years,  proved  to  have  just  as  much  leverage  on  the  down 
side  when  almost  everything  went  wrong. 

Neff  is  not  about  to  abandon  a  strategy  that  has  worked 
so  well  for  so  long.  He  is  convinced  that  values  will 
ultimately  out,  as  they  did  in  three  other  turns  when 
Windsor  underperformed  the  market.  He's  probably  cor- 
rect. The  only  question  is:  How  long? 

So  don't  stay  in  this  fund  if  you  can't  stomach  the  risk  of 
another  20%  decline  in  your  assets.  Don't  buy  if  your 
investing  horizon  is  short.  But  if  you  are  investing  for  a 
long  period,  this  style  still  makes  sense. 
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Vanguard  Windsor  is  closed  to  new  money,  but  new- 
comers can  get  into  something  equivalent  through  a  back 
door.  Neff  runs  Gemini  U,  a  closed-end  dual-purpose  fund 
whose  shares  trade  on  the  New  York  Stock  Exchange.  Buy 
equal  portions  of  Gemini's  capital  and  income  shares  and 
you  will  get  a  Windsor-like  portfolio  at  close  to  net  asset 
value,  not  including  commissions.  The  dual  fund  is  due  to 
liquidate  in  1997. 


O-T-C  Securities 

Small  and  cheap 

One  of  the  worst  performers  of  recent  years  is  the  Over- 
The-Counter  Securities  Fund.  Yet  that  may  make  it 
one  of  the  better  buys  today.  The  stocks  in  its  $210  million 
portfolio  have  gotten  very  cheap.  If  they  ever  recovered 
normal  market  multiples,  the  fund  would  do  very  well 
indeed. 

These  stocks  range  from  tidy  little  niche  issues  like 
Woodward  Governor  Co.  to  hot  growth  items  like  Surgical 
Care  Affiliates  at  43  times  earnings.  A  year  ago,  half  the 
fund's  stocks  were  trading  at  less  than  1 1  times  earnings 
and  half  at  less  than  1.8  times  book  value.  The  current 
medians:  9  times  earnings  and  1.2  times  book.  Those 
figures  compare  with  an  average  market  multiple  of  13 
times  earnings  and  2  times  book.  The  market  averages,  of 
course,  are  dominated  by  giant  companies,  which  have 
been  doing  much  better  than  the  little  ones. 

The  fund's  price/earnings  and  price/book  ratios  are,  rela- 
tive to  the  market's,  at  the  lowest  levels  ever,  says  portfo- 
lio manager  Binkley  Shorts,  47.  He  adds,  "There  is  a  lot  of 
pain  in  this."  The  pain  shows  in  the  20%  loss  Shorts 
handed  his  shareholders  last  year,  the  product  of  the 
wholesale  dumping  of  small-company  stocks  that  culmi- 
nated in  the  general  market  break  that  began  in  late  July. 

The  pain  suffered  by  Shorts'  investors  has  been  going  on 
for  quite  a  while.  Consider  this  abrupt  change  in  perfor- 
mance. Over  the  25  years  through  1981,  according  to  the 
Wiesenberger  fund  almanac  of  1982,  O-T-C  was  the  best 
performer  in  the  industry,  multiplying  its  investors'  mon- 
ey better  than  thirtyfold.  Over  the  nine  years  since,  the 
fund  has  been  one  of  the  worst,  lagging  the  market  on 
average  by  almost  7  points  a  year. 

Shorts,  who  took  over  the  fund  in  1981  on  the  death  of 
founder  Ralph  Coleman,  could  scarcely  have  arrived  at  a 
worse  time.  Over-the-counter  stocks  have  been  lagging  for 
eight  years  now,  leaving  academicians  who  used  to  talk 
about  four-to-five-year  cycles  in  the  issues  to  regroup 
parameters  as  best  they  can. 

Have  unlisted  stocks  bottomed  to  the  point  where  they 
are  a  good  buy,  or  is  there  more  doleful  news  to  come? 
Shorts,  whose  fund  is  usually  fully  invested,  answers  with 
the  same  ebullience  that  has  carried  him  through  the  last 
lean  nine  years.  "If  I  had  some  more  money  coming  in  to 
invest  at  these  prices,  I'd  be  as  happy  as  a  kid  in  a  candy 
store,"  he  says. 

One  part  of  the  store  he'd  avoid  is  the  remainders  case, 
in  which  lie  the  tattered  savings  and  loan  associations  his 
fund  loaded  up  on  in  1987  and  1988.  Like  John  Neff  at  the 
Windsor  Fund  (and  one  of  his  seniors  at  the  Wellington 
Management  Co.,  which  advises  Windsor  and  O-T-C), 
Shorts  calls  himself  a  value  strategist.  The  hammered- 
down  prices  and  low  multiples  at  solid-seeming  small 
thrifts  like  Charter  One  Financial  of  Cleveland  and  tcf 


Binkley  Shorts  of  Over-The-Counter  Securities 
"Happy  as  a  fcid  in  a  candy  store." 

Financial  Corp.  of  Minneapolis  certainly  looked  good. 

"They  were  good,  but  this  panicky  market  threw  the 
baby  out  with  the  bathwater,"  says  Shorts.  "Last  summer 
we  gave  up  on  them."  He  has  shrunk  the  thrift  sector's 
weight  in  the  portfolio  from  10%  to  3%,  redeploying  some 
of  the  proceeds  into  health  care  services.  Stocks  Hke  Surgi- 
cal Care  Affiliates,  a  Nashville,  Tenn.  developer  and  opera- 
tor of  outpatient  surgical  centers,  are  a  bigger  bet  now, 
amounting  to  12%  of  assets. 

A  casual  look  at  Shorts'  holdings  might  make  one  suspi- 
cious of  his  claim  to  be  a  value  investor:  The  list  is  larded 
with  names  like  Genetics  Institute,  dh  Technology  and 
Linear  Technology.  But  some  of  these  have  gotten  so  cheap 
that  even  a  follower  of  Graham  and  Dodd  might  be  inter- 
ested. DH  Technology,  a  manufacturer  of  parts  for  comput- 
er printers,  goes  for  six  times  earnings  and  not  much  more 
than  its  net  current  assets.  Inmac  Corp.,  a  direct-mail 
marketer  of  computer  accessories,  is  a  little  more  expen- 
sive, at  eight  times  earnings,  but  still  cheaper  than  the 
market  multiple. 

Federal  Screw  Works  and  Varlen  Corp.,  both  auto  parts 
suppliers,  have  followed  their  big  three  customers  in  De- 
troit down  to  new  lows.  They're  trading  at  six  and  eight 
times  earnings.  Shorts  is  losing  money  on  Varlen  and  is 
only  even  on  Federal,  but  hasn't  sold  out.  Shorts  also  likes 
Interface,  a  producer  of  carpet  tile  trading  at  seven  times 
earnings,  and  Marisel,  a  computer  parts  distributor  trading 
below  book  value. 

None  of  this  will  avail  if  Wall  Street  continues  to  dump 
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Jj^en  you^  traveling  abroad, 
i/s  nice  to  hear  a  familiar  voice. 


The  language  may  be  difficult. 

The  food  may  be  different. 

The  customs  may  be  unfamiliar. 

But  making  a  phone  call  back  to  the 
States  can  be  easy 

Just  dial  the  special  AT&T  USADirect® 
access  number  for  the  country  you're  in. 

Within  seconds,  you're  in  touch  with 
an  AT&T  Operator  in  the  U.S.  who  can 
help  you  complete  your  call. 


Use  your  AT&T  Calling  Card  or  call 
collect.  And  not  only  can  you  minimize 
hotel  surcharges,  but  you  can  also  save 
with  our  international  rates. 

On\y  AT&T USADirect  Service  puts 
you  in  easy  reach  of  an  AT&T  Operator 
from  over  75  countries  around  the  world. 

And  it's  just  another  way  that  AT&T  is 
there  to  help  you  from  practically  any- 
where in  the  world. 


'.    AT&T  Operator 
'(     Pittsburgh,  PA 


So  call  1  800  874-4000  Ext.  415 

for  a  free  information  card  listing  yirc&r 
USADirect  access  numbers. 

And  see  how  making  a  phone  call  from 
distant  lands  can  become  familiar  territory 


AT&T  USADirect  Service. 

\bur  express  connection  to  AT&T  service. 


©  1990  AT&T 


AT&T 

The  right  choice. 
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Fidelity's  Bruce  Johnstone 

WUl  a  new  manager  catch  the  rebound? 


o-t-c  stocks  in  favor  of  blue  chips.  But  that  trend  can't  go 
on  forever,  any  more  than  could  the  previous  trend,  in 
which  small  beat  big. 

Is  the  turn  near?  "There's  no  rush,"  is  Shorts'  cheery 
reply.  "When  the  cycle  turns,  it's  going  to  last  for  years. 
You  won't  have  to  be  the  first  one  in  to  make  money."  A 
good  strategy  here  would  be  to  take  a  small  position  now 
and  then  buy  more  later  in  the  year.  If  the  subsequent 
purchase  turns  out  to  be  cheaper  than  the  first  purchase, 
you  will  have  lowered  your  average  cost.  If  the  subsequent 
purchase  turns  out  to  cost  more,  then  you  will  know  the 
trend  has  probably  turned  in  this  fund's  favor. 


Equity-Income 

Yield  didnt  pay 

It  has  been  a  cruel  five  years  for  investors  in  high-yield 
stocks.  Few  people  understand  this  more  acutely  than 
does  Bruce  Johnstone,  50,  who  stepped  down  in  September 
after  19  years  managing  Fidelity  Investments'  $3.8  billion 
Equity-Income  Fund. 

Like  "eter  Lynch,  who  brought  dazzling  success  and 
billions  oi  dollars  in  assets  to  Fidelity's  Magellan  Fund, 
Johnstone  racked  up  a  stellar  record  throughout  the  1970s 
and  early  1980s.  Concentrating  on  out-of-favor  misfits 
yielding  IVi  to  3  percentage  points  better  than  the  s&p 
500,  he  beat  the  s&.p  500  for  II  years  through  1984.  But 
whereas  Peter  Lynch  kept  Magellan  riding  above  the 
market  until  his  retirement  last  May,  Johnstone's  value- 
oriented  stock  picking  approach  lost  its  way  the  year  after 
the  fund's  assets  reached  $1  billion  in  1984.  The  assets 
peaked  in  1989  at  $5  billion,  and  a  lot  of  that  money  has 


since  been  lost. 

Over  the  past  five  years  Equity-Income 
has  trailed  the  market  by  almost  6  percent- 
age points  annually,  earning  an  average 
7.5%  a  year.  In  1990  Johnstone's  heavy  con- 
centration in  banks,  utilities  and  cyclicals 
was  largely  responsible  for  the  fund's  14% 
loss — the  second-worst  performance  among 
Fidelity's  diversified  stock  funds. 
-  Should  investors  be  buying  these  beaten- 
down  stocks  in  hopes  of  a  rebound?  Per- 
haps, but  if  they  get  into  this  Fidelity  fund 
now  they  are  betting  on  a  new  manager. 
When  Johnstone  moved  to  London  four 
months  ago  to  oversee  the  investment  staff 
of  Fidelity's  international  mutual  fund  op- 
erations, he  was  replaced  by  a  manager  who 
is  fairly  new  to  the  equity-income  style.  She 
is  Beth  Terrana,  33,  who  briefly  trained  un- 
der Johnstone  five  years  ago,  then  put  in  a 
good  record  running  Fidelity's  Growth  & 
Income  Fund  between  1986  and  1990,  be- 
fore being  promoted  to  the  much  larger  Eq- 
uity-Income. 

Johnstone  makes  the  case  that  the  style  of 
investing  he  made  famous  will  have  its  day 
again.  "High-yielding  stocks  were  thrown 
down  the  air  shaft  in  1974  just  as  they  have 
been  in  the  last  18  months,"  he  says.  "This 
always  happens  when  you  head  into  a  weak 
economic   period   since    these   companies 

generally  have  weaker  balance  sheets  and 

thinner  profit  margins."  But  he  doesn't  expect  the  eco- 
nomic weakness  to  last  much  beyond  1991 — and  when  the 
turn  comes  his  kinds  of  stocks  usually  do  well  on  the 
rebound.  Says  he:  "We  may  need  another  year  for  the  weak 
dollar  to  stimulate  the  economy,  but  the  valuations  are 
compelling.  Things  start  to  get  better  just  as  people  as- 
sume they  will  never  improve." 

He  continues:  "The  third  year  of  a  presidential  adminis- 
tration has  usually  been  the  beginning  of  the  improvement 
of  the  four-year  presidential  cycle.  .  .  .  Expectations  are  so 
low  for  these  companies  that  people  are  assuming  that 
Goodyear  Tire  is  going  out  of  business,  that  General  Mo- 
tors and  Ford  will  cut  their  dividends. 

"The  Bank  of  New  York  has  already  dropped  70%,  from 
55  to  1 7,  yet  it  doesn't  have  the  real  estate  problems  that 
plague  the  banking  industry.  Continental  Corp.  got  down 
to  16  despite  a  $40  book  value  of  mostly  high-quality 
bonds." 

If  Johnstone's  comparison  with  1974  proves  correct, 
Equity-Income  could  be  positioned  for  a  robust  recovery 
later  this  year  or  early  next.  But  there  is  an  extra  unknown 
here  in  the  new  portfolio  manager.  Terrana  has  trimmed 
the  fund's  portfolio  of  400  stocks  by  a  quarter  and  pared 
finance  stocks  from  15%  to  13%  of  the  fund's  assets.  She 
has  also  boosted  Equity-Income's  energy  holdings  from 
almost  13%  to  nearly  17%  of  the  portfolio,  a  move  that 
would  have  been  smart  a  year  ago  but  now,  post-Kuwait,  is 
more  a  case  of  following  the  news. 

If  you  want  to  bet  on  a  rebound  in  high-dividend  stocks, 
this  is  one  way  to  do  it,  but  you'd  probably  be  better  off 
signing  on  with  a  manager  that  has  a  proven  record.  One 
possibility  is  John  Neff  of  the  Gemini  II  and  Windsor 
funds.  ■ 
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If  you  are  scared  about  1991,  beres  a 
portfolio  you  should  he  able  to  sleep  with. 

An  intelligent 
coward's  portfolio 


Tl  HE  PRECEDING  article  discussed 
the  virtues  of  investing  in  funds 
that  have  very  good  long-term 
records  and  very  poor  short-term  rec- 
ords. Starting  on  page  104  we  update 
our  FoRBE^  ratings  on  mutual  funds, 
show^ing  which  do  best  in  up  markets 
and  which  best  in  down  markets. 

What  if  your  stomach  is  too  queasy 
for  equity  funds  in  the  period  just 
ahead?  Maybe  you  feel  that,  for  1991, 
prudence  is  the  better  part  of  valor. 
What  should  an  intelligent  coward  do 
this  year? 

Some  investment  advisers  tell 
stock-market  cowards  to  load  up  on 
stocks  and  then  put  in  stop-loss  or- 
ders. Put  $10,000  in  this  hot  stock, 
but  if  it  goes  below  $9,000  you  get  out 
automatically,  limiting  your  loss. 

The  yearning  for  reward  without 
risk  is  also  behind  a  half-dozen  no- 
lose  stock  funds,  from  Lord,  Abbett  & 
Co.,  Templeton,  Kemper  and  others. 
They  guarantee  you  won't  lose  money 
if  you  stay  in  for  a  minimum  ten 
years.  Buy  a  share  for  $10  now,  and 
you'll  get  back  at  least  $10  in  a  decade 
(without  interest). 

There  are  better  ways  than  either  of 


these  to  limit  risk  without  getting  out 
of  the  market  entirely.  But  before  con- 
sidering the  alternatives,  let's  look  at 
what's  wrong  with  these  two 
schemes.  Stop-loss  investing,  in  order 
to  reduce  the  risk  of  catastrophic  loss, 
increases  the  risk  that  you  will  buy  at 
the  top  and  sell  at  the  bottom.  Stop- 
loss  orders  are  by  their  nature  buy- 
high-sell-low  plays.  People  who  use 
them  are  often  whipsawed,  sold  out  at 
a  loss  just  before  a  stock  turns  around 
and  goes  way  up. 

Lord,  Abbett's  principal-back  guar- 
antee is  a  little  more  complicated. 
The  fund  starts  off  with  most  of  its 
assets  in  stocks.  If  stock  prices  col- 
lapse, the  fund  may  be  forced  to  sell 
some  stocks  and  buy  zero  coupon 
bonds,  bonds  that  will  be  worth 
enough  at  maturity  to  meet  the  guar- 
antee. Lord,  Abbett  says  there's 
enough  of  a  cushion  to  make  a  forced 
selloff  unlikely,  but  such  a  portfolio 
can  get  whipsawed,  too,  selling  on  a 
downdraft  before  a  big  surge  in  prices. 
In  addition,  the  fund  buys  third-party 
insurance  to  back  up  the  guarantee, 
but  that  insurance  costs  money  (start- 
ing out  at  0.5%  a  year)  that  comes  out 


of  the  investor's  hide. 

Here's  an  alternative  portfolio  for 
those  who  want  to  invest  timidly  but 
intelligently.  The  portfolio  has  in  it 
some  hedges  against  a  stock  crash,  a 
dollar  crash,  inflation  or  a  runup  in 
interest  rates. 

Put  40%  of  your  money  in  interest- 
bearing  cash  alternatives:  Treasury 
bills  or  a  fund  like  the  Dreyfus  100% 
U.S.  Treasury  Money  Market.  Pass  up 
the  additional  half-point  of  interest 
you  could  get  on  money  market  funds 
that  invest  in  certificates  of  deposit. 

Put  30%  of  your  money  in  Treasury 
notes  due  near  2000.  Buy  direct  from 
the  Fed  and  cut  costs.  There  is  some 
risk  of  price  fluctuation  but  none  that 
you  won't  get  your  money  back  at 
maturity.  A  low-cost  Ginnie  Mae 
portfolio,  like  Vanguard's,  will  ac- 
complish roughly  the  same  effect. 

Put  20%  in  U.S.  stock  funds,  select- 
ed from  our  ratings.  (If  you  want  to  be 
supercautious,  pick  funds  with  strong 
downmarket  ratings.)  Tell  yourself  in 
advance  that  you  will  take  a  crash  in 
stride.  Switch  to  other  stock  funds  if 
you  wish,  but  stay  in  the  market  with 
this  part  of  your  money. 

Put  10%  in  foreign  stock  funds.  T. 
Rowe  Price,  Scudder  and  Vanguard 
have  no-load  funds  with  good  ratings. 

This  IS  a  timid  portfolio,  but  not  a 
sterile  one.  The  expected  return  is  in 
the  neighborhood  of  8%  a  year,  and 
the  30%  in  stock  gives  you  a  bit  of  a 
kicker  if  the  market  does  better  than 
expected.  Don't  knock  8%:  It  doubles 
your  money  (before  taxes)  by  2000.  A 
good  approximation  of  this  cowardly 
portfolio  just  about  eliminates  the 
risk  that  you  will  panic  and  sell  out  at 
the  bottom.  And  it  assures  you  will 
have  plenty  of  liquidity  to  pick  up 
bargains  if  the  market  crashes.  ■ 
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Tlhis  update  of  the  annual  fund  survey  (Sept.  .i  1990) 
covers  stock  and  balanced  funds  below,  taxable  bond 
funds  on  page  110  and  municipal  bond  funds  on  page  112. 

We  rate  funds  separately  for  bull  and  bear  markets.  If 
you  want  good  recent  performance  with  a  proven  record  of 
riding  bull  markets,  look  for  a  fund  that  scores  an  A  in 
down  markets  and  a  B  or  better  in  up  markets,  and  didn't 
lose  money  last  year.  You'll  find  four;  Franklin  Growth 
Fund,  Investment  Co.  of  America,  Mexico  Fund  and  Phoe- 
nix Growth  Fund.  A  fifth,  Fidelity  Congress  Street  Fund,  is 
an  exchange  fund  and  closed  to  new  investors. 

This  table  includes  stock  and  balanced  funds  that  have 
at  least  $25  million  in  assets  and  have  been  around  for  at 
least  two  market  cycles  i&ee  chart).  The  last  two  up-and- 
down  cycles  go  back  to  July  1984.  Funds  dating  back  to 
July  1982  are  rated  over  three  cycles. 

Our  data  sources  include  cda  Investment  Technologies 
and  Lipper  Analytical  Services. 


Fund 

Performance  in 
UP        DOWN 
— markets — . 

12-month 
total 
return 

ABT  Growth  &  Income  Trust 

C 

C 

-9.2% 

ABT  Utility  Income  Fund 

D 

A  + 

-6.1 

"Acorn  Fund 

B 

C 

-17.6 

•Adams  Express 

D 

B 

0.9 

Aegon  USA  Growth  Fund 

D 

B 

-6.2 

AFA  National  Aviation  &  Technology 

B 

D 

-19.2 

AFA  National  Telecom  &  Technology 

D 

D 

-18.5 

Affiliated  Fund 

C 

B 

-5.4 

Aim  Equity-Charter  Fund 

C 

B 

8.1 

Aim  Equity-Constellation  Fund 

A  + 

F 

-4.1 

Aim  Equity-Weingarten  Equity 

A  + 

C 

5.5 

Aim  Summit  Fund 

B 

D 

0.9 

Alliance  Balanced  Shares 

C 

B 

-2.2 

Alliance  Fund 

B 

D 

-3.0 

tAlliance  Global-Small  Cap 

A 

D 

-24,9 

Alliance  Growth  &  Inc 

C 

B 

-1.8 

tAlliance  International  Fund 

A 

C 

-21.0 

Alliance  Quasar  Fund 

A  + 

D 

-23.4 

Alliance  Technology  Fund 

A  + 

F 

-2.6 

Amcap  Fund 

C 

B 

-4.1 

American  Balanced  Fund 

B 

C 

-1.6 

American  Capital  Comstock 

C 

C 

-3.4 

'American  Capital  Convert  Sees 

B 

D 

-8.3 

American  Capital  Emerging  Grow 

D 

C 

1.9 

American  Capital  Enterprise 

B 

D 

-2.9 

/.meri  -.*n  Capital  Equity  Income 

B 

D 

-4.6 

'America  ;  Capital  Exchange  Fund 

B 

B 

2.1 

American  i.  ipital  Growth  &  Inc 

C 

B 

-5.2 

American  Ca  lital  Harbor  Fund 

A 

D 

-1.2 

American  Capital  I'ace  Fund 

C 

C 

-5.9 

American  Growth  Fund 

D 

A 

-6,9 

Fund 

Performance  in 
UP        DOWN 
— markets — 

12-month 
total 
return 

American  Investors  Growth 

C 

F 

-17.5% 

American  Leaders  Fund 

D 

A 

-1.8 

American  Mutual  Fund 

D 

A 

-1.6 

American  National  Growth 

B 

D 

-3.0 

American  National  Income 

D 

A 

0.7 

AMEV  Capital  Fund 

B 

C 

-9.5 

AMEV  Fiduciary  Fund 

A 

D 

-11.1 

AMEV  Growth  Fund 

A 

D 

-6.3 

"Analytic  Optioned  Equity  Fund 

D 

A  + 

1.5 

•tASA  Limited 

D 

D 

-32.7 

Axe-Houghton  Fund  B 

B 

C 

7.2 

Axe-Houghton  Growth 

A 

D 

6.4 

"Babson  Enterprise  Fund 

B 

D 

-15.9 

"Babson  Growth  Fund 

C 

C 

-9.4 

Btird  Capital  Development  Fund 

B 

D 

-7.6 

"Baker,  Fentress  &  Co 

D 

C 

-19.8 

"Bancroft  Convertible  Fund 

D 

C 

-A.(, 

"Bartlett  Capital-Basic  Value 

D 

A 

-9.6 

"Bergstrom  Capital 

C 

A 

5.5 

Boston  Co  Capital  Appreciation 

B 

B 

-13.4 

Boston  Co  Special  Growth  Fund 

C 

C 

-3.1 

Bull  &  Bear  Capital  Growth 

C 

D 

-26.2 

tBull  &  Bear  Gold  Investors 

D 

D 

-22.1 

Burnham  Fund 

D 

A  + 

0.1 

Calvert  Social  Inv-Managed  Grow 

C 

C 

1.7 

"Capital  Exchange  Fund 

C 

A 

5.7 

Cardinal  Fund 

C 

A 

-6.3 

Carnegie-Cappiello-Growth 

B 

C 

-8.3 

"Castle  Convertible  Fund 

D 

C 

-3.8 

"Central  Securities 

C 

D 

-11.5 

"Century  Shares  Trust 

C 

A 

-7.9 

*I'"uii<J  ha.s  [lo  load  or  sharelu  Idei -paid  12b-l  plan.  tForeign  funds  were  rated  over  down  market  period.s  from  3/31/84  to  7/31/84,  8/31/87  to  10/31/87,  and  12/31/89 
to  12/31/90,  and  tor  up  market  period.s  from  9/30/82  to  3/31/84,  7/31/84  to  8/31/87,  and  10/31/87  to  12/31/89.  Foreign  market  q'cle.s  were  measured  with  the  dollar- 
adju.sted  Morgan  Stanle\'  Capital  !nternaiion;il  EAFE  (Europe  Australia  Far  East)  Index 
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Fund 

Performance  in 
UP        DOWN 
— markets — 

12-month 
total 
return 

*CGM  Cap  Development 

A  + 

D 

1.5% 

•CGM  Mutual  Fund 

A  + 

D 

1.1 

'Chestnut  Street  Exchange  Fund 

B 

B 

-0.7 

Cigna  Growth  Fund 

B 

C 

-5.0 

Cigna  Value  Fund 

B 

C 

1.9 

•Clipper  Fund 

C 

A 

-7.6 

Colonial  Fund 

A 

D 

-7.5 

Colonial  Growth  Shares  Trust 

A 

C 

-10.6 

Colonial  Strategic  Inc-Diversified 

F 

A 

-6.8 

'Columbia  Growth  Fund 

A 

C 

-3.3 

Commonwealth  Inv-Balanced 

C 

C 

0.8 

Composite  Bond  &  Stock  Fund 

C 

C 

0.1 

Composite  Growth  Fund 

D 

B 

-5.9 

'Copley  Fund 

D 

A  + 

-1.5 

Country  Capital  Growth  Fund 

C 

C 

-3.8 

Dean  Witter  American  Value 

C 

C 

-0.9 

Dean  Witter  Devel  Growth  Sees 

D 

D 

-3.8 

Dean  Witter  Div  Growth  Sees 

C 

A 

-7.2 

Dean  Witter  Natural  Res  Devel 

C 

D 

-8.7 

tDean  Witter  World  Wide  Inv 

C 

A 

-10.2 

Delaware  Group  Decatur  Fund-I 

C 

B 

-12.2 

Delaware  Group  Trend  Fund 

A  + 

F 

-24.5 

'Depositors  Fund  of  Boston 

B 

C 

-1.5 

"Diversification  Fund 

B 

C 

-1.5 

•Dodge  &  Cox  Balanced  Fund 

A 

C 

1.0 

•Dodge  &  Cox  Stock  Fund 

A 

B 

-5.1 

'Dreyfus  Convertible  Securities 

B 

D 

-16.7 

'Dreyfus  Fund 

D 

A 

-3.4 

'Dreyfus  Growth  Opportunity  Fund 

C 

C 

-6.6 

Dreyfus  Leverage  Fund 

D 

A 

-1.5 

'Dreyfus  Third  Century  Fund 

D 

B 

3.5 

Eaton  Vance  Growth  Fund 

B 

C 

-4.8 

Eaton  Vance  Inc  Fund  of  Boston 

F 

B 

-15.4 

Eaton  Vance  Investors  Fund 

C 

B 

0.8 

Eaton  Vance  Special  Equities 

D 

C 

2.3 

Eaton  Vance  Stock  Fund 

C 

A 

0.6 

Eaton  Vance  Total  Return  Trust 

D 

A  + 

0.1 

Enterprise  Group-Growth 

B 

C 

-2.3 

'Equity  Strategies  Fund 

B 

c 

22.5 

tEuroPacific  Growth  Fund 

B 

A 

-0.1 

'Evergreen  Fund 

B 

C 

-11.7 

'Evergreen  Limited  Market  Fund 

A 

B 

-10.4 

'Evergreen  Total  Return  Fund 

D 

A 

-6.2 

"Exchange  Fund  of  Boston 

B 

B 

-2.1 

FBL-Growth  Common  Stock 

D 

B 

5.2 

Fund 

Performance  in 
UP        DOWN 
— markets — 

12-month 
total 
return 

'Federated  Exchange  Fund 

C 

B 

-4A% 

'Federated  Stock  &  Bond  Fund 

D 

A 

0.2 

'Federated  Stock  Trust 

C 

A 

-5.0 

'Fidelity  Congress  Street  Fund 

A 

A 

1.0 

Fidelity  Contrafund 

A 

D 

3.9 

'Fidelity  Destiny  Portfolio  I 

A 

C 

-2.9 

Fidelity  Equity  Income  Fund 

C 

B 

-13.9 

'Fidelity  Exchange  Fund 

B 

B 

-0.5 

'Fidelity  Freedom  Fund 

A 

C 

-10.0 

'Fidelity  Fund 

B 

B 

-5.0 

Fidelity  Growth  Company 

A 

D 

3.6 

Fidelity  Magellan  Fund 

A  + 

C 

-4.8 

Fidelity  Puritan  Fund 

B 

C 

-6.2 

Fidelity  Select-Energy 

D 

B 

-4.5 

Fidelity  Select-Health  Care 

A  + 

C 

24.1 

Fidelity  Select-Leisure 

A 

D 

-22.3 

Fidelity  Select-Prec  Metals  &  Mins 

D 

C 

-21.1 

Fidelity  Select-Technology 

A 

D 

12.0 

Fidelity  Select-Utilities 

D 

A  + 

0.5 

Fidelity  Special  Situations-Initial 

B 

A 

-6.6 

"Fidelity  Trend  Fund 

B 

D 

-12.7 

'Fidelity  Value  Fund 

B 

D 

-12.8 

'Fiduciary  Exchange  Fund 

A 

C 

2.3 

'Financial  Dynamics  Fund 

C 

D 

-6.4 

'Financial  Industrial  Fund 

C 

D 

-1.2 

'Financial  Industrial  Income      > 

C 

A 

0.9 

•Financial  Strategic-Energy 

B 

D 

-16.5 

'Financial  Strategic-Gold 

F 

C 

-23.2 

'Financial  Strategic-Health  Sci 

A 

B 

25.8 

tFirst  Investors  Global  Fund 

B 

C 

-12.1 

Flag  Investors  Telephone  Income 

B 

A 

-7.9 

Flex-funds-Growth  Fund 

F 

Al 

4.3 

Founders  Blue  Chip 

B 

B 

0.4 

Founders  Growth  Fund 

B 

D 

-10.6 

'Founders  Special  Fund 

A 

V' 

-10.6 

FPA  Capital  Fund 

B 

]j 

-13.1 

FPA  Paramount  Fund 

C 

A 

2.2 

FPA  Perennial  Fund 

C 

A 

1.6 

Franklin  DynaTech  Fund 

B 

C 

3.2 

Franklin  Equity  Fund 

B 

C 

-9.0 

tFranklin  Gold  Fund 

r 

D 

-19  7 

Franklin  Growth  Fund 

B 

A 

2.1 

Franklin  Income  Fund 

D 

B 

-8.8 

Franklin  Option  Fund 

D 

A 

-8.8 

Franklin  Utilities  Fund 

D 

A  + 

0.4 

'Fund  has  no  load  or  shareholder-paid  12b-l  plan.  tForeign  funds  were  rated  over  down  market  periods  from  3/31/84  to  7/31/84, 8/31/87  to  10/31/87,  and  12/31/89 
to  12/31/90,  and  for  up  market  periods  from  9/30/82  to  3/31/84,  7/31/84  to  8/31/87,  and  10/31/87  to  12/31/89.  Foreign  market  q-clts  were  measured  with  the  dollar- 
adjusted  Morgan  Stanley  Capital  International  EAFE  (F.urope  Australia  Far  East)  Inde.x 
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Fund 

Performance  in 
UP        DOWN 
— markets — 

12-month 
total 
return 

Fundamental  Investors 

A 

B 

-6.3% 

'Gateway  Index  Plus  Fund 

D 

A 

10.2 

General  Aggressive  Growth 

B 

C 

-1.9 

'General  American  Investors 

A 

C 

4.7 

Gintel  Erisa  Fund 

D 

B 

-5.1 

'Gintel  Fund 

C 

B 

-6.7 

"GIT  Equity  Trust-Special  Growth 

B 

F 

-15.9 

Gradison  Established  Growth 

C 

B 

-8.1 

Growth  Fund  of  America 

B 

C 

^.2 

"Growth  Industry  Shares 

C 

C 

-8.H 

tGT  Global  Growth-Pacific 

A 

C 

-10.9 

Guardian  Park  Ave  Fund 

A 

B 

-12.3 

John  Hancock  Growth  Trust 

B 

C 

-8.6 

'Wayne  Hummer  Growth  Fund 

C 

B 

5.0 

*IAI  Regional  Fund 

A 

B 

-0.4 

•lAI  Stock  Fund 

C 

B 

-6.8 

IDS  Discovery  Fund 

B 

D 

0.0 

IDS  Equity  Plus 

B 

C 

-3.3 

IDS  Growth  Fund 

A  + 

D 

3.1 

IDS  Mutual 

C 

B 

-3.0 

IDS  New  Dimensions  Fund 

A 

B 

5.3 

IDS  Progressive  Fund 

D 

C 

-17.7 

IDS  Stock  Fund 

C 

B 

1.7 

IDS  Strategy-Aggressive  Equity 

A 

C 

-0.7 

IDS  Strategy-Equity 

C 

B 

-5.9 

Income  Fund  of  America 

C 

A 

-1.3 

Investment  Co  of  America 

B 

A 

1.4 

Investment  Port-Equity 

C 

C 

-1.5 

ITB-Growth  Opportunities 

C 

C 

-A.2 

Investors  Research  Fund 

A 

c 

-1.7 

'Ivy  Growth  Fund 

C 

A 

-3.8 

'Janus  Fund 

B 

B 

-0.7 

tjapan  Fund 

B 

B 

-16.3 

Kemper  Growth  Fund 

A 

C 

3.7 

tKemper  International  Fund 

B 

C 

-7.2 

Kemper  Summit  Fund 

B 

D 

-5.4 

Kemper  Technology  Fund 

B 

C 

0.3 

Kemper  Total  Return  Fund 

A  + 

F 

4.1 

Keystone  America  Omega 

A 

D 

-6.1 

Keystone  Custodian  K-1 

C 

C 

-1.9 

Keystone  Custodian  K-2 

B 

D 

-7.2 

Keystone  Custodian  S-1 

C 

B 

-5.1 

Keystone  Custodian  S-3 

B 

C 

-11.3 

Keystone  Custodian  S-4 

A 

F 

-6.0 

tKeystone  International  Fund 

D 

C 

-23.9 

Fund 

Performance  in 
UP        DOWN 
— markets — 

12-month 
total 
return 

tKeystone  Precious  Metals 

D 

D 

-26.1% 

tKleinwort  Benson-Intl  Equity 

B 

C 

-14.7 

Legg  Mason  Value  Trust 

C 

B 

-16.9 

Lexington  Corp  Leaders  Trust 

B 

B 

-4.2 

'Lexington  Goldfund 

D 

B 

-20.8 

'Lexington  Research  Fund 

C 

C 

-10.3 

Lindner  Dividend  Fund 

D 

A 

-6.5 

Lindner  Fund 

D 

A 

-11.2 

Lord  Abbett  Developing  Growth 

C 

D 

-6.4 

Lord  Abbett  Value  Appreciation 

C 

C 

-4.6 

Lutheran  Brotherhood  Fund 

D 

A 

-2.0 

'Horace  Mann  Growth  Fund 

B 

C 

-11.9 

Mass  Capital  Development  Fund 

B 

D 

-4.4 

Mass  Financial  Development 

B 

D 

-6.0 

Mass  Financial  Emerging  Growth 

A 

D 

-11.5 

Mass  Financial  Special  Fund 

B 

D 

-11.8 

Mass  Financial  Total  Return 

A 

C 

-2.3 

Mass  Investors  Growth  Stock 

C 

C 

^.8 

Mass  Investors  Trust 

B 

B 

-0.1 

'Mathers  Fund 

D 

A 

10.4 

Merrill  Lynch  Basic  Value 

B 

B 

-13.0 

Merrill  Lynch  Capital  Fund 

C 

A 

1.0 

Merrill  Lynch  Fund  Tomorrow 

D 

B 

-5.8 

tMerrill  Lynch  Intl  Holdings 

C 

B 

-9.2 

tMerrill  Lynch  Pacific  Fund 

A 

C 

-9.2 

Merrill  Lynch  Phoenix  Fund 

A 

D 

-19.7 

Merrill  Lynch  Special  Value 

D 

D 

-27.5 

tMexico  Fund 

A  + 

A  + 

28.6 

Mutual  Benefit  Fund 

A 

B 

-5.3 

Mutual  of  Omaha  Growth 

A 

D 

-8.4 

Mutual  of  Omaha  Income 

D 

A 

3.5 

'Mutual  Series-Beacon 

D 

B 

-8.2 

'Mutual  Series-Mutual  Shares 

D 

A  + 

-9.8 

'Mutual  Series-Qualified 

D 

A  + 

-10.1 

National  Aggres  Growth 

C 

D 

-22.6 

'National  Industries  Fund 

D 

B 

3.1 

National  Stock  Fund 

D 

B 

-6.6 

National  Total  Income  Fund 

C 

A 

-1.5 

National  Total  Return  Fund 

B 

D 

-6.1 

Nationwide  Fund 

B 

B 

0.3 

Nationwide  Growth  Fund 

C 

B 

-7.6 

'Neuberger  &  Berman  Guardian 

B 

B 

-4.7 

'Neuberger  &  Berman  Manhattan 

A 

C 

-8.0 

'Neuberger  &  Berman  Partners 

D 

A 

-5.1 

"Neuberger  &  Berman  Sectors  +  Energy 

D 

B 

-5.9 

'Fund  has  no  load  or  sliarclK  )ldr;--paid  1 2b- 1  plan.  fHoreign  funds  were  rated  over  down  market  period,s  from  3/.3 1/84  to  7/3 1/84,  8/3 1/87  to  1 0/3 1/87,  and  1 2/3 1/89 
to  12/31/90.  and  for  up  market  piriod.s  from  9/30/82  to  3/31/84,  7/31/84  to  8/31/87,  and  10/31/87  to  12/31/89.  Foreign  market  cycles  were  mea.sured  with  the  doliar- 
adju.sted  Morgan  .Stanlc\'  Capital  International  EAFT  (F.urope  Australia  Far  East)  index. 
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urr\ 

ihe  field  cannot 
well  be  seen  from  within 
the  field" 


Ralph  Waldo  Emerson 


To  know  what  is  possible 
tomorrow  you  must  be  willing  to  step 
outside  of  what  is  possible  today. 

The  long  view  is  all. 

At  Toshiba,  we've  been  taking 
that  view  to  help  create  a  tangible  future 
for  over  one  hundred  years. 

Sustaining  it  now  with  our 


commitment  to  manufacturing  in  the  U.S. 
And  with  a  wide  diversity  of  products 
of  the  highest  quality 

All  of  which  have  helped  make  us 
one  of  the  leading  electrical  and  electronic 
manufacturers  in  the  world. 

A  nice  perspective  to  have.  When 
you  work  in  as  many  fields  as  we  do. 


Color  TVs  &  VCRs  •  Computers  &  Printers  •  Copiers  •  CT  Scanners  •  Digital  Instrumentation  •  Disk  Drives  •  Facsimile  Systems  •  Home  Appliances  •  Industrial  Motors  &  Controls 

Liquid  Crystal  Displays  •  Medical  Tubes  •  MR  Imaging  •  Nuclear  Medicine  •  OPTO  Electronic  Devices  •  Picture  Tubes  •  Portable  Audio  ■  Professional  Video  Systems  •  Room  Air  Cotiditioners 

Semiconductors  •  Telecommunication  Systems  •  Turbines  &  Generators  •  Ultrasound  •  Uninterruptible  Power  Supply  •  Variable  Speed  Drives  •  X-Ray  Systems 


In  Touch  with  Tomorrow 

TOSHIBA 


Stock  and  Balanced  Funds 


Fund 

Performance  in 
UP       DOWN 
— markets — 

12-month 
total 
return 

New  Economy  Fund 

B 

C 

-10.1% 

New  England  Balanced 

D 

B 

-10.6 

New  England  Growth  Fund 

A 

C 

5.1 

New  England  Retirement  Equity 

C 

C 

-13.6 

tNew  Perspective  Fund 

B 

B 

-2.0 

New  York  Venture  Fund 

A 

B 

-2.6 

'Newton  Growth  Fund 

B 

D 

^.5 

'Niagara  Share  Corp 

C 

C 

-8.8 

'Nicholas  Fund 

C 

B 

-4.8 

•Nicholas  II 

C 

B 

-6.2 

Oppenheimer  Directors  Fund 

A 

D 

-6.9 

Oppenheimer  Equity  Income 

B 

A 

-1.4 

Oppenheimer  Fund 

C 

D 

-A.5 

tOppenheimer  Global  Fund 

C 

B 

-0.8 

Oppenheimer  Gold  &  Spec  Mins 

C 

F 

-26.8 

Oppenheimer  Premium  Inc 

F 

A  + 

-7.7 

Oppenheimer  Regency  Fund 

D 

D 

-6.1 

Oppenheimer  Special  Fund 

D 

B 

-2.5 

Oppenheimer  Target  Fund 

A 

D 

-2.1 

Oppenheimer  Time  Fund 

A 

C 

-7.1 

Oppenheimer  Total  Return 

B 

C 

-3.8 

Over-the-Counter  Securities  Fund 

C 

D 

-20.5 

Pacific  Horizon-Aggres  Growth 

A 

B 

5.0 

tPaineWebber  Classic  Atlas  Fund 

A 

B 

-7.4 

Paine  Webber  Classic  Grow  &  Inc 

D 

B 

0.1 

Pax  World  Fund 

B 

B 

10.4 

Penn  Square  Mutual  Fund 

C 

B 

-5.2 

Peimsylvania  Mutual  Fund 

B 

B 

-11.5 

Permanent  Port-Permanent 

C 

B 

-3.9 

'Petroleum  &  Resources  Corp 

D 

B 

-4.2 

Philadelphia  Fund 

D 

B 

-11.4 

Phoenix  Balanced  Fund 

C 

A 

7.3 

Phoenix  Convertible  Fund 

B 

B 

4.2 

Phoenix  Growth  Fund 

B 

A 

6.0 

Phoenix  Stock  Fund 

B 

B 

-5.6 

Phoenix  Total  Return 

D 

A 

4.4 

Pilgrim  MagnaCap  Fund 

C 

B 

-1.9 

•Pine  Street  Fund 

C 

B 

-3.5 

Pioneer  Fund 

C 

C 

-10.5 

Pioneer  II 

B 

C 

-12.0 

Pioneer  Three 

C 

C 

-13.0 

T  Uowe  Price  Growth  &  Income 

D 

B 

-11.1 

*T  Rowe  Pric    Growth  Stock  Fund 

C 

C 

-4.3 

*tT  Rowe  Price  International  Stock 

B 

B 

-8.9 

T  Rowe  Price  New  Eta  Fund 

C 

B 

-8.8 

Fund 

Performance  in 
UP        DOWN 
— markets — 

12-month 
total 
return 

"T  Rowe  Price  New  Horizons  Fund 

B 

D 

-9.7% 

Princor  Capital  Accumulation 

D 

B 

-10.8 

Princor  Growth  Fund 

B 

D 

-1.4 

ProvidentMutual  Growth 

C 

C 

-9.0 

ProvidentMutual  Investment  Shrs 

C 

B 

-16.4 

ProvidentMutual  Total  Return 

C 

C 

-10.5 

Pru-Bache  Equity  Fund 

B 

c 

-14.7 

tPru-Bache  Global  Fund 

C 

c 

-17.8 

Pru-Bache  Growth  Oppor 

B 

D 

-12.0 

Pru-Bache  Option  Growth 

C 

B 

-2.4 

Pru-Bache  Research  Fund 

C 

C 

-10.3 

Pru-Bache  Utility  Fund 

D 

A  + 

-6.7 

Putnam  Convert  Income-Growth 

B 

D 

-10.0 

Putnam  Energy-Resources  Trust 

D 

C 

-4.9 

Putnam  Fund  for  Growth  &  Inc 

C 

A 

2.4 

George  Putnam  Fund  of  Boston 

A 

D 

-1.0 

tPutnam  Global  Growth 

C 

B 

-9.2 

Putnam  Health  Sciences  Trust 

A 

C 

15.5 

Putnam  Information  Sciences 

B 

D 

-6.2 

Putnam  Investors  Fund 

B 

C 

-2.8 

Putnam  Option  Income  Trust 

D 

C 

-7.1 

Putnam  OTC  Emerging  Growth 

A 

D 

-10.0 

Putnam  Vista  Fund 

A 

C 

-7.0 

Putnam  Voyager  Fund 

A 

D 

-2.9 

Quest  for  Value  Fund 

C 

B 

-6.9 

Rea-Graham  Balanced  Fund 

C 

B 

-5.7 

Royce  Fund-Value 

D 

B 

-13.7 

•Safeco  Equity  Fund 

B 

C 

-8.6 

"Safeco  Growth  Fund 

B 

D 

-15.0 

"Safeco  Income  Fund 

D 

A 

-11.9 

Salomon  Brothers  Capital 

A 

D 

-9.0 

•Salomon  Brothers  Fund 

C 

C 

-6.3 

Salomon  Brothers  Investors 

C 

C 

-6.4 

"Salomon  Brothers  Opportunity 

B 

A 

-16.0 

•SBSF-Growth  Fund 

C 

A 

-2.7 

Sci/Tech  Holdings 

D 

C 

-6.0 

"Scudder  Capital  Growth 

A 

D 

-17.0 

•Scudder  Development  Fund 

C 

D 

1.4 

"Scudder  Growth  &  Income  Fund 

C 

B 

-2.3 

tScudder  International  Fund 

B 

B 

-8.9 

"Second  Fiduciary  Exchange  Fund 

C 

C 

-0.8 

Security  Action  Fund 

C 

D 

-10.1 

Security  Equity  Fund 

A 

C 

-A.7 

Security  Investment  Fund 

D 

B 

-3.0 

Security  Ultra  Fund 

C 

F 

-27.6 

•Fund  has  no  load  or  shareholder  paid  12b-l  plan.  tForeigii  fund.s  were  rated  over  down  market  periods  from  3/31/84  to  7/31/84, 8/31/87  to  10/31/87,  and  12/31/89 
to  12/31/90,  and  for  up  market  periods  from  9/30/82  to  3/31/84,  7/31/84  to  8/31/87,  and  10/31/87  to  12/31/89  Foreign  market  cycles  were  measured  with  the  dollar- 
adjusted  Morgan  Stanley  Capital  International  EAFE  (Europe  Australia  Far  East)  Index. 
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Stock  and  Balanced  Funds 


Fund 

Performance  in 
UP        DOWN 
— markets — 

12-month 
total 
return 

Selected  American  Shares 

D 

A 

-3.9% 

Selected  Special  Shares 

B 

C 

-6.9 

Seligman  Capital  Fund 

A  + 

D 

1.4 

Seligman  Common  Stock  Fund 

B 

B 

-3.9 

Seligman  Communications  &  Info 

A 

D 

-11. 1 

Seligman  Growth  Fund 

B 

D 

-5.2 

Seligman  Income  Fund 

D 

B 

-8.3 

Sentinel  Balanced  Fund 

C 

B 

1.9 

Sentinel  Common  Stock  Fund 

C 

A 

-2.7 

Sentinel  Growth  Fund 

A 

D 

0.5 

Sentry  Fund 

C 

C 

5.2 

"Sequoia  Fund 

D 

A  + 

-3.9 

Shearson  Aggressive  Growth 

A 

D 

-6.0 

Shearson  Appreciation 

B 

B 

-0.3 

Shearson  Fundamental  Value 

D 

B 

-8.5 

tShearson  Global  Opportunities 

C 

C 

-11.3 

Shearson  Invest-Growth 

D 

B 

-4.5 

Shearson  Invest-Special  Equities 

D 

D 

-24.3 

Shearson  Telecommun-Growth 

B 

C 

-13.5 

Shearson  Telecommun-Income 

B 

A 

-1.8 

*Sit  New  Beginning  Growth  Fund 

B 

C 

-1.6 

Smith  Barney  Equity  Fund 

C 

B 

-3,2 

Smith  Barney-Income  &  Growth 

D 

A 

-9.5 

tSoGen  International  Fund 

C 

A 

-1.3 

*Source  Capital 

D 

A 

-3.7 

Sovereign  Investors 

D 

A  + 

4.4 

State  Bond  Common  Stock  Fund 

B 

C 

0.9 

"State  Street  Exchange  Fund 

A 

C 

-6.5 

State  Street  Growth  Fund 

B 

c 

-4.7 

State  Street' Investment  Trust 

B 

B 

-1.0 

•SteinRoe  Capital  Opportunities 

A 

F 

-29.1 

*SteinRoe  Special  Fund 

A  + 

C 

-5.9 

•SteinRoe  Stock  Fund 

A 

D 

0.9 

"SteinRoe  Total  Return  Fund 

C 

C 

-1.8 

Strategic  Investments  Fund 

F 

F 

-41.9 

"Stratton  Monthly  Dividend  Shares 

F 

A  + 

-3.8 

Strong  Investment  Fund 

D 

A 

2.7 

Strong  Total  Return  Fund 

C 

B 

-7.1 

tTempleton  Foreign  Fund 

B 

A 

-2.9 

tTempleton  Global 

C 

B 

-15.5 

tTempleton  Growth  Fund 

c 

A 

-8.8 

tTempleton  World  Fund 

c 

B 

-15.6 

Thomson  McKinnon-Growth 

A 

B 

0.2 

Thomson  McKinnon-Oppor 

B 

C 

-7.4 

Transamerica  Growth  &  Income 

C 

c 

-0.5 

Fund 

Performance  in 
UP        DOWN 
— markets — 

12-month 
total 
return 

Transamerica  Technology  Fund 

C 

D 

-6.4% 

*Tri-Continental  Corp 

B 

B 

-1.7 

*20th  Century  Growth  Investors 

A  + 

D 

-3.9 

*20th  Century  Select  Investors 

A  + 

C 

-0.5 

"20th  Century  Ultra  Investors 

A  + 

D 

9.0 

"20th  Century  Vista  Investors 

A 

F 

-15.7 

"UMB  Stock  Fund 

C 

A 

-2.4 

United  Accumulative  Fund 

C 

B 

-10.2 

United  Continental  Income  Fund 

A 

D 

-6.1 

United  Income  Fund 

A 

A 

-5.4 

tUnited  International  Growth 

C 

B 

-13.7 

United  New  Concepts  Fund 

D 

B 

1.9 

United  Retirement  Shares 

B 

D 

1.8 

United  Science  &  Energy  Fund 

C 

B 

-3.6 

"tUnited  Services-Global  Res 

D 

D 

-10.7 

"tUnited  Services-Gold  Shares 

D 

D 

-34.2 

US  Trend  Fund 

B 

C 

-3.6 

United  Vanguard  Fund 

B 

C 

-3.6 

"USAA  Mutual-Aggressive  Growth 

B 

D 

-12.0 

"USAA  Mutual-Growth  Fund 

C 

C 

-0.1 

"Value  Line  Fund 

C 

D 

-0.7 

"Value  Line  Income  Fund 

D 

A 

2.0 

"Value  Line  Leveraged  Growth  Inv 

C 

D 

-1.7 

"Value  Line  Special  Situations 

D 

D 

^.5 

tVan  Eck  International  Investors 

D 

D 

-27.0 

"Vance,  Sanders  Exchange  Fund 

B 

C 

0.5 

Vance,  Sanders  Special  Fund 

D 

D 

-23.4 

"Vanguard  Explorer  Fund 

D 

D 

-10.8 

"Vanguard  High  Yield  Stock 

D 

A 

-29.5 

"Vanguard  lndex-500  Portfolio 

B 

B 

-3.3 

"Vanguard/Morgan  Growth 

A 

C 

-1.5 

"Vanguard  Small  Cap  Stock 

C 

F 

-18.2 

Vanguard  Special-Energy 

A 

C 

-1.4 

tVanguard  Special-Gold  &  Prec 

D 

D 

-19.9 

Vanguard  Special-Health  Care 

A 

B 

16.7 

•Vanguard  STAR  Fund 

C 

C 

-3.7 

"tVanguard  Trustees  Comm-IntI 

B 

A 

-12.2 

"Vanguard  Trustees  Comm-US 

B 

C 

-8.3 

"Vanguard  Wellesley  Income  Fund 

D 

A  + 

3.7 

"Vanguard  Wellington  Fund 

A 

C 

-2.8 

"Vanguard  Windsor  Fund 

B 

B 

-15.5 

Washington  Mutual  Investors 

B 

A 

-A.2 

Winthrop  Focus  Funds-Growth 

D 

D 

-7.3 

•WPG  Fund 

B 

D 

-10.2 

"WPG  Tudor  Fund 

A 

D 

-5.0 

'Fund  has  no  load  or  .shareholder-paid  12b-l  plan,  tForeign  funds  were  rated  over  down  market  periods  from  3/31/84  to  7/31/84,  8/31/87  to  10/31/87,  and  12/31/89 
to  12/31/90,  and  for  up  market  periods  from  9/30/82  to  3/31/84,  7/31/84  to  8/31/87,  and  10/31/87  to  12/31/89-  Foreign  market  cycles  were  measured  with  the  dollar- 
adju.sted  Morgan  Stanley  Capital  International  EAFE  (Europe  Australia  Far  East)  Index, 
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Taxable  Bond  Funds 


TIhe  funds  listed  below  buy  government  bonds,  corporate 
bonds  and  mortgage-backed  securities  like  Ginnie 
Maes.  We  rate  taxable  bond  funds  over  three  market  cycles 
covering  the  period  June  30,  1980  to  Dec.  31,  1990.  Our 
rating  system  aims  to  reward  consistency  of  performance 
as  much  as  end  results.  A  fund  must  have  been  in  opera- 
tion for  at  least  two  up  and  two  down  market  periods — 
since  Apr.  30,  1983 — to  be  rated.  Our  benchmark  is  the 
Merrill  Lynch  Corporate/Government  bond  index.  More 
information  about  the  rating  system  appears  in  the  annual 
fund  survey  (Sept.  3,  1990). 

As  with  equity  funds,  the  idea  is  to  show  separately  how 
well  a  fund  does  in  bull  and  in  bear  markets.  And,  like 
equity  funds,  bond  funds  do  not  often  shine  in  all  kinds  of 
weather.  The  ones  that  do  well  in  bull  markets  (when 
interest  rates  are  falling  and  bond  prices  are  going  up)  tend 
to  be  the  ones  with  the  longest-maturity  bonds.  Portfolios 
of  short-term  bonds,  by  contrast,  suffer  the  least  durmg 
periods  of  rising  interest  rates  but  don't  keep  up  with  long 
bonds  during  bull  markets,  that  is,  when  rates  fall. 

The  following  table  rates  taxable  bond  funds  that  have 


Fund 

Performance  in 
UP        DOWN 
— markets — 

12-month 
total 
return 

•AARP  Inc-GNMA  &  US  Treas 

9.7% 

*ACM  Government  Securities 

8.4 

AMA  Family  of  Funds-US  Govt  Inc  + 

D 

C 

8.4 

*AMEV  Securities 

C 

D 

4.2 

AMEV  US  Govt  Securities  Fund 

B 

B 

10.4 

Aim  High  Yield  Securities 

F 

A 

-17.3 

Alliance  Bond-Monthly  Inc 

A 

D 

5.5 

Alliance  Mortgage  Sees  Income 

11.0 

'American  Capital  Bond  Fund 

C 

B 

6.1 

American  Capital  Corp  Bond 

C 

B 

7.0 

American  Capital  Govt  Sees 

8.7 

American  Capital  High  Yld  Inv 

D 

B 

-15.8 

Axe-Houghton  Income  Fund 

B 

C 

4.2 

'Babson  Bond  Trust-Porfolio  L 

C 

B 

7.6 

'Benham  Treasury  Note  Fund 

D 

A 

9.1 

'Blackstone  Income  Trust 

16.8 

•Blackstone  Target  Term  Trust 

11.4 

Bond  Fund  of  America 

B 

C 

3.3 

Boston  Co  Managed  Income 

D 

A 

3.9 

"Bunker  Hill  Income  Securities 

C 

C 

0.4 

Cigna  High  Yield  Fund 

C 

B 

-9.0 

Cigna  Income  Fund 

A 

C 

4.1 

'Circle  income  Shares 

C 

B 

4.4 

*CNA  ?rn;ome  Shares 

B 

C 

0.4 

Colonial  Government  Sees  Plus 

5.5 

Colonial  Htsij  Yield  Securities 

D 

A 

-15.7 

Colonial  Incriie  Trust 

C 

D 

1.5 

Composite  Incomi-  Fund 

C 

C 

8.2 

"Comstock  Partners  Strategy  Fund 

2.4 

•Current  Income  Shares 

A 

D 

5.9 

either  $500  million  in  assets  and  12  months  of  perfor- 
mance history,  or  $25  million  and  enough  performance  to 
be  rated. 

Total  return  reflects  both  interest  income  and  gains  or 
losses  in  principal.  It  does  no  good,  of  course,  to  collect  a 
lot  of  interest  and  lose  more  than  that  in  principal.  Dean 
Witter  High  Yield  Securities  pays  large  dividends  but  still 
lost  enough  principal  last  year  to  turn  in  a  total  return  of 
minus  39.8%. 

Tax-exempt  bond  funds,  shown  in  the  table  on  page  112, 
are  graded  separately  in  up  and  down  markets.  For  them, 
however,  each  month  since  Dec.  31,  1985  was  treated  as 
either  a  bull  or  bear  month,  according  to  the  performance 
of  the  Shearson  Lehman  Hutton  municipal  bond  index.  It's 
been  a  mostly  bullish  period  for  the  bond  market,  with 
declining  interest  rates.  Thus,  the  ratings  reflect  the  fact 
that  long-term  funds,  which  are  higher  in  interest  rate  risk, 
do  relatively  well  in  bull  markets  and  poorly  in  bear  ones, 
while  short-term  funds  do  the  reverse.  As  with  taxable 
bond  funds,  very  few  municipal  bond  funds  excel  in  both 
kinds  of  markets. 


Fund 

Performance  in 
UP        DOWN 
— markets — 

12-month 
total 
return 

•Dean  Witter  Government  Income 

10.5% 

Dean  Witter  Govt  Sees  Plus 

7.1 

Dean  Witter  High  Yield  Sees 

F 

B 

-39.8 

Dean  Witter  US  Govt  Securities 

8.5 

Delaware  Group  Delchester  H-Y-I 

C 

C 

-11.9 

"Dreyfus  A  Bonds  Plus 

c 

B 

4.8 

Dreyfus  GNMA  Fund 

9.7 

•1838  Bond-Debenture  Trading 

A  + 

F 

2.8 

"Excelsior  Income  Shares 

B 

F 

8.4 

•Federated  GNMA  Trust 

B 

C 

10.4 

Federated  High  Income  Securities 

D 

C 

-12.7 

'Federated  Income  Trust 

B 

B 

10.4 

"Federated  Intermediate  Govt 

9.4 

"Federated  Short-Intermed  Govt 

9.3 

'Fidelity  Flexible  Bond  Fund 

B 

D 

5.9 

'Fidelity  Ginnie  Mae 

10.5 

'Fidelity  Government  Securities 

C 

B 

9.5 

'Fidelity  High  Income  Fund 

C 

A 

-3.9 

'Fidelity  Intermediate  Bond  Fund 

C 

A 

7.6 

'Financial  Bond  Shs-Select  Inc 

C 

C 

4.9 

First  Investors  Fund  for  Income 

F 

B 

-18.7 

First  Investors  High  Yield  Fund 

-17.1 

'Fort  Dearborn  Income  Securities 

A  + 

F 

5.6 

FPA  New  Income  Fund 

C 

B 

8.4 

Franklin  AGE  High  Income  Fund 

D 

B 

-14.1 

Franklin  Adj  US  Govt  Securities 

9.5 

Franklin  US  Government  Securities 

B 

D 

10.7 

Fund  for  US  Govt  Securities 

B 

D 

9.7 

Government  Income  Securities 

9.5 

John  Hancock  Bond  Trust 

B 

D 

5.9 

*l'uiid  has  no  load  or  shareholder-paid  12b  1  plan 
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Fund 

Performance  in 
UP        DOWN 
— markets — 

12-month 
total 
return 

*)ohn  Hancock  Income  Securities 

A 

D 

6.9% 

•John  Hancock  Investors  Trust 

B 

B 

5.7 

John  Hancock  US  Govt  Securities 

D 

B 

7.0 

'Hatteras  Income  Securities 

B 

C 

3.2 

Home  Investors  Govt  Guar  Inc 

C 

D 

9.6 

*IAI  Bond  Fund 

B 

D 

7.0 

IDS  Bond  Fund 

A 

C 

4.7 

IDS  Extra  Income  Fund 

-10.6 

IDS  Selective  Fund 

A 

D 

6.5 

•INA  Investment  Securities 

B 

D 

3.1 

'Independence  Square  Income  Sees 

A 

F 

3.4 

'IntetCapltal  Income  Securities 

A 

C 

2.2 

Investment  Port-Govt 

7.1 

Investment  Port-High  Yield 

-15.6 

Kemper  Diversified  Income  Fund 

F 

A  + 

-12.5 

Kemper  High  Yield  Fund 

D 

A 

-12.8 

Kemper  Inc  &  Cap  Preservation 

B 

C 

6.5 

Kemper  US  Government  Sees 

B 

D 

9.7 

Keystone  Custodian  B-1 

B 

D 

6.7 

Keystone  Custodian  B-2 

C 

C 

-2.0 

Keystone  Custodian  B-4 

D 

A 

-21.5 

'Lexington  GNMA  Income  Fund 

C 

D 

9.2 

'Lincoln  National  Income 

C 

A  + 

0.8 

Lord  Abbett  Bond-Debenture 

D 

A 

-7.5 

Lord  Abbett  US  Govt  Sees 

B 

B 

9.3 

Lutheran  Brotherhood  Income 

A 

C 

5.7 

Mass  Financial  Bond  Fund 

A 

D 

7.1 

Mass  Financial  High  Inc-Series  I 

D 

A 

-17.8 

'MassMutual  Corporate  Investors 

C 

A  + 

2.8 

Merrill  Lynch  Corp-High  Inc 

D 

A 

-4.6 

Merrill  Lynch  Corp-High  Qual 

B 

D 

7.0 

Merrill  Lynch  Corp-Intermed 

C 

C 

8.4 

Merrill  Lynch  Federal  Securities 

10.4 

Merrill  Lynch  Retire/Income 

9.5 

MetLife-State  Street  Govt  Inc 

8.9 

*MFS  Charter  Income 

-1.4 

MFS  Government  Income  Plus 

3.5 

'MFS  Government  Markets  Income 

7.6 

"MFS  Intermediate  Income 

7.2 

MFS  Lifetime  Govt  Income  + 

4.5 

*MFS  Multimarket  Income  Trust 

2.3 

Midwest  Inc-lntermed  Term  Govt 

D 

B 

6.9 

•Montgomery  Street  Income  Sees 

B 

D 

5.8 

Mutual  of  Omaha  America 

D 

A 

7.8 

'Mutual  of  Omaha  Interest  Shares 

A 

C 

5.9 

National  Bond  Fund 

D 

D 

-13.8 

Nationwide  Bond  Fund 

C 

D 

8.2 

New  England  Bond  Income 

V      C 

C 

7.5 

'Nicholas  Income  Fund 

D 

C 

-1.0 

Fund 

Performance  in 
UP        DOWN 
— markets — 

12-month 
total 
return 

'Northeast  Investors  Trust 

C 

C 

-9.2% 

Oppenheimer  High  Yield  Fund 

D 

B 

-3.2 

'Pacific  American  Income  Shares 

A 

C 

5.9 

PaineWebber  Fixed  Inc-US  Govt 

9.3 

Phoenix  High  Yield  Fund 

D 

B 

-1.1 

Pilgrim  High  Yield  Trust 

D 

A 

-9.3 

'Pilgrim  Prime  Rate  Trust 

10.0 

Pioneer  Bond  Fund 

C 

B 

7.3 

"T  Rowe  Price  High  Yield  Fund 

-11.0 

"T  Rowe  Price  New  Income  Fund 

D 

B 

8.6 

Pru-Bache  GNMA  Fund 

C 

C 

8.5 

Pru-Bache  Government  Plus 

7.8 

Pru-Bache  Govt  Secs-Intermed 

C 

B 

7.6 

Pru-Bache  High  Yield  Fund 

D 

B 

-8.8 

'Prudential  Strategic  Income  Fund 

2.1 

Putnam  GNMA  Plus  Trust 

8.2 

Putnam  High  Income  Government 

7.4 

Putnam  High  Yield  Trust 

D 

B 

-5.8 

Putnam  Income  Fund 

A 

C 

4.4 

'Putnam  Intermediate  Govt  Inc 

10.2 

'Putnam  Premier  Income  Trust 

3.9 

Putnam  US  Govt  Guaranteed  Sees 

9.9 

'Scudder  Income  Fund 

B 

C 

8.3 

Security  Income-Corporate  Bond 

C 

A 

6.5 

Sentinel  Bond  Fund 

C 

C 

7.1 

Shearson  High  Yield 

D 

A 

-11.8 

Shearson  Income-Mortgage 

9.2 

Shearson  Invest-Govt  Sees         ' 

7.0 

'State  Mutual  Securities  Trust 

C 

B 

4.4 

"SteinRoe  Intermed  Bond 

B 

D 

7.1 

Transamerica  Govt  Securities 

9.2 

•Transamerica  Income  Shares 

A  + 

D 

7.8 

Transamerica  Inv  Quality  Bond 

B 

D 

7.8 

'20th  Century  US  Governments 

D 

A 

8.3 

United  Bond  Fund 

A 

D 

4.2 

United  High  Income  Fund 

D 

B 

-14.7 

US  Government  Sees 

9.8 

*USAA  Mutual-Income  Fund 

A 

C 

6.6 

'USLife  Income  Fund 

B 

C 

4.0 

'Value  Line  US  Government  Sees 

B 

C 

10.3 

Van  Kampen  Merritt  US  Govt 

9.6 

"Vanguard  Fixed  Inc-US  Treas 

5.7 

'Vanguard  Fixed  Income-GNMA 

B 

C 

10.3 

'Vanguard  Fixed  Income-High  Yld 

D 

B 

-6.0 

"Vanguard  Fixed  Income-Inv  Gr 

B 

C 

6.1 

'Vanguard  Fixed  Income-S-T 

C 

A 

9.2 

"Vanguard  Preferred  Stock  Fund 

A 

C 

6.4 

Venture  Income  ( + )  Plus 

F 

A  + 

-15.8 

"Vestaur  Securities 

A  + 

D 

6.9 

•Fund  has  no  load  or  shareholder  paid  12b-l  plan 
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Tax-exempt  funds  are  rated  here  if  they  have  five  years  of  New  York  and  Cahfomia  funds  were  adjusted  to  compen- 
performance  history  and  $500  miUion  of  assets  .(or,  for  sate  for  their  yield  disadvantage  in  holding  only  local 
single-state  funds,  $100  million).  Raw  performances  for     bonds.  For  more  on  the  bond  rating  system,  see  page  110. 


Fund 

Performance  in 
UP        DOWN 
— markets — 

12-month 
total 
return 

•AARP  Insured  T-F  Inc-GenI  Bond 

B 

D 

6.3% 

'Benham  Calif  Tax-Ftee-Intermed 

D 

A 

7.0 

'Benham  Calif  Tax-Free-L-T 

B 

D 

6.7 

California  Tax-Exempt  Bonds 

D 

A 

7.3 

Dean  Witter  Calif  Tax-Free  Inc 

A 

D 

5.7 

Dean  Witter  NY  Tax-Free  Income 

B 

D 

4.0 

Dean  Witter  Tax-Ex  Sees 

B 

B 

5.8 

Delaware  Group  Tax-Free-USA 

C 

A 

3.9 

DMC  Tax-Free  Income  Trust-Penn 

C 

B 

4.6 

•Dreyfus  California  Tax-Ex  Bond 

D 

B 

6.7 

"Dreyfus  Intermediate  Tax-Ex  Bond 

D 

A 

6.7 

'Dreyfus  Massachusetts  T-E  Bond 

D 

C 

6.1 

"Dreyfus  NY  Tax-Exempt  Bond 

C 

B 

5.5 

"Dreyfus  Tax-Exempt  Bond  Fund 

D 

B 

6.4 

Eaton  Vance  California  Munis 

D 

D 

5.5 

Eaton  Vance  High  Yield  Munis 

D 

C 

3.5 

"Fidelity  Calif  Tax-Free-High  Yield 

C 

c 

7.0 

•Fidelity  Mass  Tax-Free-High  Yield 

D 

B 

7.4 

"Fidelity  NY  Tax-Free-High  Yield 

C 

B 

5.1 

"Fidelity  NY  Tax-Free-Insured 

B 

C 

6.2 

"Fidelity  State  T-F-Mich  High  Yield 

C 

C 

5,1 

"Fidelity  State  T-F-Minn  High  Yield 

D 

B 

7.2 

•Fidelity  State  T-F-Ohio  High  Yield 

C 

D 

7.5 

"Fidelity  Tax-Free-Aggressive 

D 

A 

7.4 

•Fidelity  Tax-Free-High  Yield 

B 

B 

8.4 

"Fidelity  Tax-Free-Municipal  Bond 

B 

C 

6.9 

First  Investors  Insured  Tax-Ex 

D 

A 

6.0 

First  Investors  NY  Insured  T-F 

D 

A 

5.8 

Flagship  Tax-Ex-Michigan  Triple 

A 

C 

5.3 

Flagship  Tax-Ex-Ohio  Double 

B 

C 

6.2 

Franklin  Calif  Insured  T-F  Inc 

B 

D 

6.3 

Franklin  Federal  Tax-Free  Income 

C 

C 

5.5 

Franklin  Insured  Tax-Free  Income 

A 

D 

6.6 

Franklin  Mass  Insured  T-F  Income 

C 

D 

5.1 

Franklin  Mich  Insured  T-F  Income 

C 

C 

6.1 

Franklin  Minn  Insured  T-F  Income 

C 

C 

5.8 

Franklin  NY  Tax-Free  Income 

C 

B 

4.7 

Franklin  Ohio  Insured  T-F  Income 

C 

C 

6.6 

General  NY  Municipal  Bond 

D 

A 

6.7 

Hawaiian  Tax-Free  Trust 

D 

A 

5.9 

IDS  High  Yield  Tax-Exempt  Fund 

C 

B 

7.0 

IDS  Tax-Exempt  Bond  Fund 

A 

F 

4.6 

Kemper  California  Tax-Free  Inc 

B 

B 

6.7 

Kemper  Municipal  Bond  Fund 

B 

C 

6.7 

Keys' one  Tax-Exempt  Trust 

B 

D 

5.6 

Fund 

Performance  in 
UP        DOWN 
— markets — 

1 2-month 
total 
return 

Lord  Abbett  Calif  Tax-Free  Inc 

B 

C 

7.3% 

Lord  Abbett  Tax-Free-New  York 

B 

B 

6.3 

Merrill  Lynch  Calif  Muni  Bond 

C 

C 

6.2 

Merrill  Lynch  Muni-Hi  Yield 

C 

B 

5.9 

Merrill  Lynch  Muni-Insured 

B 

C 

7.1 

MFS  Managed  High  Yield  Muni  Bond 

F 

A 

3.1 

MFS  Managed  M-S  Tax-Ex-Mass 

D 

B 

6.5 

MFS  Managed  M-S  Tax-Ex-NC 

C 

B 

6.3 

MFS  Managed  M-S  Tax-Ex- Virginia 

D 

B 

6.8 

MFS  Managed  Municipal  Bond 

A 

C 

6.3 

New  York  Muni  Fund 

D 

F 

6.5 

Nuveen  Municipal  Bond  Fund 

C 

B 

6.3 

Pacific  Horizon-Calif  T-E  Bond 

D 

B 

6.3 

PaineWebber  Calif  T-E  Income 

C 

B 

5.8 

T  Rowe  Price  Tax-Free  Income  Fund 

B 

D 

5,9 

Pru-Bache  Calif  Municipal 

C 

D 

5.7 

Pru-Bache  Muni-New  York 

B 

D 

4.6 

Pru-Bache  Natl  Municipals 

B 

D 

8.7 

Putnam  Calif  Tax-Exempt  Income 

C 

B 

6.9 

Putnam  New  York  Tax-Exempt  Inc 

A 

C 

3.9 

Putnam  Tax-Exempt  Income 

A  + 

D 

4,9 

Putnam  Tax-Free  Income-Hi  YId 

D 

A 

3.8 

"Scudder  Calif  Tax-Free  Fund 

B 

C 

6.4 

"Scuddet  Managed  Muni  Bonds 

A 

D 

6.8 

"Scudder  NY  Tax-Free 

C 

C 

4.3 

Seligman  Tax-Exempt-Mass 

B 

D 

5,4 

Seligman  Tax-Exempt-Michigan 

A 

D 

5.9 

Seligman  Tax-Exempt-Minnesota 

B 

C 

6.5 

Seligman  Tax-Exempt-Ohio 

A 

D 

6.6 

Shearson  Calif  Municipals 

C 

B 

6,8 

Shearson  Income-Tax-Ex  Income 

C 

B 

5,0 

Shearson  Managed  Municipals 

C 

C 

5,2 

Shearson  NY  Municipals 

C 

B 

5.3 

"SteinRoe  Managed  Municipals 

A 

D 

7.0 

Tax-Ex  Bond  Fund  of  America 

B 

C 

6,2 

United  Municipal  Bond  Fund 

A  + 

F 

5.6 

"USAA  Tax-Exempt-High  Yield 

B 

C 

6.5 

"USAA  Tax-Exempt-Intermediate 

D 

A 

6.7 

Van  Kampen  Merritt  Ins  T-F 

B 

C 

7.1 

"Vanguard  Muni  Bond-High  Yield 

A  + 

D 

5.9 

"Vanguard  Muni  Bond-Ins  L-T 

A 

D 

7.0 

"Vanguard  Muni  Bond-Intermed 

C 

B 

7.2 

"Vanguard  Muni  Bond-Long-Term 

A  + 

D 

6.8 

"Vanguard  Muni  Bond-S-T 

F 

A  + 

6.6 

Voyageur  Minnesota  Tax-Free 

D 

A  + 

7,0 

'Fund  lia.s  no  load  or  .shareholder  paid  12h  1  plan. 
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Franklin  Has  Nine 
Billion-Dollar  Funds! 

Investors  vote  with  their  dollars,  and  more  and  more  they're  voting  for  Franklin  funds. 

The  Franklin  fund  family  now  totals  over  $43  billion  in  assets.  Nine  Franklin  funds,  described  below,  each 
have  over  $1  billion  in  assets. 

To  find  out  more,  just  check  off  the  box  to  the  left  of  the  fund's  name  and  mail  this  ad.  Or  call  the  toll-free 
number  below. 


Fund  Name 

Inception 

T^pe  of  Fund 

Princq>al  Investments 

Advantages 

D  Franklin  Income  Fund 

1948 

Growth  and 
Income 

High  Yielding  Stocks 
and  Bonds 

High  Current  Income, 
Potential  for  Capital 
Appreciation 

rn  Franklin's  AGE  High 
Income  Fund 

1969 

High  Current 
Income 

High  Yielding,  Medium- 
and  Lower-Rated 
Corporate  Bonds 

High  Current 
Income^ 

r-i  Franklin  U.S.  Government 
Securities  Fund 

1970 

High  Current 
Income 

Pools  of  Ginnie  Mae 
Certificates 

Monthly  Dividends, 
Highest  Degree  of 
Credit  Safety++ 

i—i  Franklin  Federal  Tax-Free 
Income  Fund 

1983 

Tax-Free 
Bond  Fund 

Diversified  Portfolio  of 
Municipal  Bonds 

High  Current  Income 
Free  from  Federal  Tax* 

r-i  Franklin  High  Yield 
Tax-Free  Income  Fund 

1986 

Tax-Free 
Bond  Fund 

High  Yielding,  Lower- 
Rated  Municipal  Bonds 

High  Yields,  Federally 
Tax-Free  Income* 

r-i  Franklm  California 
Tax-Free  Income  Fund 

1977 

Double  Tax- 
Free  Bond 
Fund 

California  Municipal 
Bonds 

Double  Tax-Free 
Income  for 
Califomians* 

1—1  Franklin  New  York 
Tax-Free  Income  Fund 

1982 

Double  and 
Triple-Tax  Free 
Bond  Fund 

New  York  Municipal' 
Bonds 

Triple  Tax-Free 
Income  for  New  York 
City  Residents 

□  Franklin  Money  Fund 

1976 

Money  Market 
Fund 

Bank  ObUgations, 
High  Quality 
Commercial  Paper 

Daily  Compounding, 
Seeks  Stability 
of  Principal,  No 
Sales  Charge 

[— 1  Franklin  California 

Tax-Exempt  Money  Fund 

1985 

Double  Tax- 
Free  Money 
Market  Fund 

Short-term  California 
Tax-Exempt  Municipal 
Bonds 

Daily  Compounding, 
Double  Tax-Free  for 
Califomians* 

''There  is  a  greater  degree  of  risk  associated  with  investments  in  high  yielding  securities 

^''Individual  securities  owned  by  the  fund,  but  not  shares  of  the  fund,  are  guaranteed  by  the  U.S.  government  or  its  agencies. 

"For  investors  subject  to  the  alternative  minimum  tax,  a  small  portion  of  the  income  may  be  subject  to  federal  or  state  tax. 

1-800-342-FUND  Ext  880 

Franklin  Distributors,  Inc.,  777  Mariners  Island  Blvd.,  San  Mateo,  CA  94404-1585 

YES!  I  would  hke  a  prospectus  containing  more  complete  information,  including 
charges  and  expenses  on  the  fund(s)  checked  above.  I  will  read  the  prospectus(es) 
CcuefuUy  before  I  invest  or  send  money. 

D I  am  currently  a  Frankhn  shareholder. 

Name 


Address  . 


City/State/Zip  . 
Daytime  Phone  . 


F  K  A\  NJ IC  I  [I  NJ 

Member  $43  Billion  Franklin  Group  of  Funds 


In  medicine,  a  good  image 
is  imperative. 


/ 


Hitachi  MR!  systems  can  help  save  lives. 


Many  people  think  of  Hitachi  as  a  consumer 
electronics  company.  Which  is  true  —  to  a  point. 
We're  also  a  technological  leader  in  medicine. 
Business  equipment.  Science.  Industry.  Computers. 
Telecommunications. 

Our  20,000  products  include  everything  from 
TVs  and  power  plants  to  image  processing  equip- 
ment. Such  as  facsimile  machines  and  magnetic 
resonance  imaging  (MRl)  systems. 

Take  MRl.  It's  the  most  significant  advancement 
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in  diagnostic  imaging  since  the  X-ray.  By  const]  zhs. 
ing  internal  images  of  the  human  body,  MRl 
enables  doctors  to  detect  problems  early  on  ar 
make  more  accurate  diagnoses.  In  other  wordspes 
MRl  can  help  save  lives. 

Hitachi  is  a  world  leader  in  high-resolutior|ssiii| 
compact  MRl  equipment.  What's  remarkable, ' 
ever,  is  that  MRl  equipment  only  begins  to  tell 
story  of  our  commitment  to  medicine. 

Our  involvement  encompasses  clinical 
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The  same  goes  for  business. 
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Hitachi  HIFAXs  build  businesses. 


zers.  Electron  microscopes.  X-ray  CT  scan- 

And  ultrasound  equipment. 

Ihances  are  you  already  use  Hitachi  facsimile 

ines.  You'd  be  in  good  company.  Some  of  the 

I's  most  respected  companies  put  our  image 

ssing  technology  to  work  every  day. 

Du  see,  our  unique  technological  advance- 

5  enable  business  people  to  quickly  and 

;ntly  transmit  super  clear  photographs,  charts, 

nents  and  graphs.  Even  very  small  characters 


come  out  with  a  remarkable  high  degree  of 
precision. 

Taken  together,  Hitachi  is  a  people  company. 
Responding  to  the  wants  and  needs  of  individuals 
everywhere. 

And  that's  not  an  advertising  image.  That's  a  fact. 

0  HITACHI 


Marketing 


Edited  by  Joshua  Levine 


Advertising  has  played  a  big  role  in  the 
fight  to  turn  young  Americans  against 
drugs.  With  casual  drug  use  down,  the  ad 
folks  are  wondering  what  to  do  next. 

Dont  fry 
your  brain 


Tl  HE  IMAGES,  shown  repeatedly 
on  television  and  in  the  print 
media,  are  stark  and  unforgiv- 
ing: an  unbroken  egg,  a  hot  pan,  and 
the  egg  frying  in  the  pan.  The  kicker: 
"This  is  your  brain  on  drugs."  Strong 
stuff,  but  it  gets  the  attention  of 
young  people  considering  experi- 
menting with  drugs. 

This  is  the  advertising  industry's 
pro  bono  campaign  to  get  and  keep 
American  youngsters  off  drugs. 
Frying  eggs,  loaded  guns  and 
screaming  ambulances  are  just  part 
of  the  campaign  to  deglamorize  the 
use  of  marijuana,  cocaine  and 
crack.  The  Partnership  for  a  Drug- 
Free  America  is  a  coalition  of  ad 
agencies  and  others  in  the  indus- 
try; over  the  past  three  years  it  has 
used  almost  $800  million  of  donat- 
ed media  time  and  space.  Current- 
ly, about  $1  million  of  antidrug 
advertising  is  going  out  to  the  pub- 
lic every  day — a  level  that  is  likely 
to  continue  at  least  until  the  end  of 
next  year,  when  current  funding 
runs  out. 

This  is  a  mammoth  campaign. 
Its  advertising  clout  ranks  second 
only  to  McDonald's,  which  spends 
close  to  $450  million  on  advertis- 
ing a  year.  Considered  as  a  brand  or 
product,  the  Partnership  gets  about 
five  times  as  much  ad  support  as 
Coca-Cola.  Last  year  92%  of  Amer- 
ican teenagers  said  they  saw  the 
fried  egg  campaign.  The  ad  has 
even  been  twisted  by  some  drug 
users,  as  in  "Let's  go  fry  an  egg." 

Is  the  campaign  a  success?  As 


with  any  cause  and  effect  question 
concerning  advertising,  that's  mighty 
tough  to  answer.  In  general,  the  num- 
bers look  encouraging.  Last  year,  ac- 
cording to  an  annual  tracking  study  of 
7,000  to  8,000  people  in  the  U.S.,  83% 
of  adults  said  they  don't  like  hanging 
around  drug  users,  up  from  73%  in 


mslsyouriiriin. 


PartnerstilD  For  A  Drug-Free  AmeiHca 
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The  Partnership's  memorahle  "fried  egg"  ad 
92%  of  teens  say  they've  seen  it. 


1987,  the  year  the  Partnership  started 
advertising.  Consumption  has  also 
fallen  off  markedly,  and  experts  see 
the  U.S.  moving  toward  a  new  age  of 
temperance.  Obviously,  a  lot  more 
than  advertising  has  been  at  work 
here,  but  there  is  no  doubt  that  the 
Partnership's  campaign  has  helped 
matters  along  by  making  drug  use 
look  uncool. 

The  Partnership) — the  brainchild  of 
California  adman  Phillip  Joanou — 
concedes  that  the  national  backbone 
was  already  stiffening  without  the 
help  of  advertising.  "It's  clear  that 
none  of  this  would  have  worked  if  the 
country  hadn't  already  been  ready  to 
move,"  says  James  Burke,  former 
chief  executive  of  Johnson  &  Johnson, 
who  now  serves  as  the  Partnership's 
chairman.  But  any  adman  will  con- 
cede that  even  the  best  campaign 
can't  succeed  without  having  a  good 
product  to  sell,  and  abstinence  from 
drugs  is  certainly  a  great  product. 

Burke  argues  that  the  Partnership's 
advertising  pushed  the  public's  feel- 
ings further  and  faster.  When  the  Part- 
nership was  founded  in  1986,  cocaine 
in  particular  still  had  considerable  ca- 
chet among  the  chilled  shrimp  and 
chardonnay  crowd.  Its  first  goal  was 
to  destroy  that  cachet.  That's  where 
advertising  knowhow  came  in  handy. 
Some  people  thought  the  campaign 
should  be  concentrated  in,  say,  inner 
cities,  where  drug  use  is  most  viru- 
lent. But  the  Partnership  people  ar- 
gued that  it  was  also  important  to 
persuade  the  trendsetters  that  drug 
use  was  dumb,  not  smart.  "Above 
all,  we  wanted  to  change  the  na- 
tional standard,  so  that  if  you  used 
drugs,  the  feeling  among  others 
would  be,  'You're  a  real 
schmuck,'  "  says  Jackie  Silver,  the 
Partnership's  research  director. 

The  Partnership  began  jawbon- 
ing the  media  for  free  ad  time — and 
getting  it.  It  helped  that  Daniel 
Burke,  chief  executive  at  Capital 
Cities/ABC,  is  James  Burke's  broth- 
er and  a  Partnership  board  mem- 
ber. The  Partnership  leaned  on  the 
ad  industry  to  let  some  of  their 
hottest  creative  people,  including 
directors  Leslie  Dektor  and  Joe 
Pytka  and  creative  whiz  Ron  An- 
derson, work  on  the  project. 

The  25-person  creative  commit- 
tee has  passed  on  270  of  the  ads 
submitted  so  far  and  rejected 
roughly  8  of  every  10  submissions, 
even  though  it  depends  on  volun- 
tary work.  Most  participants 
agreed  that  scare  tactics,  shock  ef- 
fect, were  called  for.  But  some  sub- 
missions were  just  too  gruesome. 
For  example,  the  Partnership  re- 
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Scare  tactics  at  ivork 

The  goal:  making  drugs  uncool. 

jected  a  Russian  roulette  commercial 
its  members  feared  might  give  ideas 
to  suicide-susceptible  adolescents. 

Still,  some  flamboyantly  morbid 
ads  have  made  it  through.  In  one,  a 
narrator,  dead  from  a  cocaine  over- 
dose, sings  a  lullaby  to  his  young 
daughter  from  his  coffin.  A  drug  push- 
er in  a  TV  spot  metamorphoses  into  a 
scaly  reptile.  "There  have  been  a  lot  of 
messages  related  to  death  and  dying 
because  it  makes  for  a  more  dramatic 
commercial,  but  w^e're  trying  to  focus 
the  agencies  more  on  showing  psy- 
chological effects,"  says  research  di- 
rector Silver. 

By  now,  the  time  to  retire  scare 
tactics  is  probably  long  overdue. 
"Your  ad  is  going  on  page  five,  but  on 
page  one  there's  a  news  photo  that's 
more  dramatic  than  anything  we 
could  do.  We  must  find  new  ways  to 
serve,"  says  Mike  Hughes  of  the  Mar- 
tin Agency,  which  has  recently  com- 
pleted several  new  commercials  for 
the  Partnership. 

What  now?  Until  recently  the  Part- 
nership more  or  less  ignored  hard-core 
drug  users,  the  people  who  needed 
treatment,  not  propaganda.  But  now 
some  of  its  members  are  wondering  if 
they  can't  do  something  for  the  addict 
as  well.  But  by  vilifying  users  as 
neighborhood  pariahs,  has  the  ad 
campaign  encouraged  public  resis- 
tance to  the  presence  of  treatment 
centers?  "We've  tried  to  avoid  stigma- 
tizing the  user,"  says  Partnership 
President  Thomas  Hedrick,  "but  I 
don't  know  the  answer.  If  this  is  the 
price  we've  had  to  pay,  I'd  be  willing 
to  stop  and  reexamine  everything 
we've  done." — J.L. 


High  school  hype 

Maybe  you  think  it's  crass  for  a  15- 
year-old  high  school  wide  receiv- 
er to  catch  a  touchdown  pass  in,  say, 
the  "Reebok  Bowl."  Maybe  you  think 
It's  great  for  underfunded  high 
schools  to  get  athletic  subsidies  for 
letting  Reebok  slap  its  name  on  state 
athletic  championships. 

Either  way,  you  can  thank  Don 
Baird  for  bringing  together  big-time 
advertising  and  boondock  jocks. 

Until  recently,  high  school  sports 
were  considered  the  last  bastion  of 
untrammeled  amateur  competition. 
Enter  Baird's  School  Properties,  Inc., 
based  in  Yorba  Linda,  Calif.  Since 
1987  Baird  has  been  asking  state  offi- 
cials for  exclusive  rights  to  sell  spon- 
sorships for  regional  and  state  cham- 
pionships in  all  sports.  Baird  takes 
35%  of  the  first  year's  money  from 
the  sponsorship  packages  he  puts  to- 
gether, 25%  thereafter.  The  schools 
get  the  rest. 

Baird  has  pitched  the  concept  coast 
to  coast  and  so  far  has  signed  up  nine 
states.  Among  them:  Utah,  which 
signed  a  three-year,  $675,000  sponsor- 
ship package  including  Hardee's,  First 
Security  Bank  and  the  state  dairymen. 
For  Alaska,  Baird  raised  $500,000 
from  the  likes  of  Kraft  General  Foods 
and  Burger  King. 

Baird's  biggest  score  has  been  Cali- 
fornia, where  Reebok  is  paying  the 
California  Interscholastic  Federation 
$2.8  million  over  six  years.  Now  all 
California  state  title  events — and  the 


hundreds  of  play-off  competitions 
that  precede  them — are  called  the 
ciF/Reebok  State  Championships. 

What  do  the  sponsors  get?  Their 
logos  and  names  emblazoned  on  ban- 
ners in  gyms  and  around  playing 
fields,  stamped  on  game  tickets,  pro- 
grams and  posters.  Newspaper  and 
broadcast  ads  offer  additional  plugs, 
and,  increasingly,  local  newspapers 
have  been  posting  the  scores  of,  say, 
the  ciF/Reebok  Championships  as 
part  of  their  regular  coverage. 

While  not  exactly  Super  Bowl  hype, 
it  certainly  gives  a  sponsor  visibility. 
In  California  alone,  there  are  3,800 
events  with  some  7  million  spectators 
in  22  sports  each  year.  The  basketball 
championship  was  televised  live 
across  the  state  last  year,  a  windfall  to 
Reebok,  which  paid  no  extra  for  tv 
exposure.  For  the  $500,000  it  paid  last 
year,  Reebok  couldn't  afford  even  one 
full  minute  on  the  Super  Bowl. 

But  Baird  has  some  competition. 
Ohio  has  signed  with  the  powerful 
ProServe  agency.  In  Texas  and  Indi- 
ana, where  high  school  football  and 
basketball  rule,  school  officials  have 
arranged  their  own  corporate  sponsor- 
ships. That  doesn't  faze  Baird.  He's 
also  merchandising  high  school  active 
wear,  a  $250,000  business  for  School 
Properties  last  year.  School-specific 
clothing  lines  are  next.  "Every  school 
in  the  country  will  end  up  being  a 
vending  source,"  says  Baird.  "For  it- 
self— and  for  us." — Joel  Millnian 


California's  high  school  basketball Juials 
Brought  to  you  bi/  Reebok. 
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Computers/ 
Communications 


Artists  are  growing  hungry^  for  more  power 
in  their  personal  computers.  They^  want  to 
see  their  work  in  1 7  million  living  colors. 

Color  power 


By  Kathleen  K.  Wiegner 

How  MANY  DIFFERENT  COlorS 
can  you  see?  With  average  acu- 
ity, 17  million,  give  or  take. 
You  can  reliably  distinguish  only  7 
million  or  so,  one  from  another,  a  pair 
at  a  time.  But  your  eyes  need  the  extra 
richness  of  intermediate  values,  so 
that  the  colors  of  a  landscape,  repro- 
duced on  a  magazine  page  or  comput- 
er screen,  can  blend  smoothly. 

An  IBM  personal  computer 
equipped  w^ith  a  vga  (video  graphics 
array)  graphics  chip  can  create  only 
256  color  selections  on  any  single  dis- 
play: a  pale  imitation  of  reality. 


People  in  the  graphic  arts  need  bet- 
ter— far  better — images.  They  have  to 
be  able  to  produce  an  image  on  their 
screens  that  is  essentially  identical  to 
the  photograph,  drawing  or  other  im- 
age that  is  the  source  from  which  a 
label,  brochure,  newspaper  or  maga- 
zine page  will  be  generated. 

On  that  need,  a  thriving  industry  of 
high-powered  color  display  systems  is 
being  built.  In  the  thick  of  it  is  Raster- 
Ops,  a  manufacturer  in  Santa  Clara, 
Calif.,  whose  color  systems  (screen 
and  graphics  board)  can  retail  for  up  to 
$15,000  apiece.  Despite  the  price, 
they  are  selling  briskly.  For  Raster- 
Ops'  fiscal  year  ending  next  May  31, 


Kobcn  Hnlm^rt 


Kietb  Soi\'nso>/.  president  and  cofounder  of  RasterOps 

You  shouldn't  have  to  buy  a  minicomputer  to  get  good  color. 


revenues  should  hit  $70  million,  up 
from  $46  million  in  1990. 

Just  any  computer  with  a  color 
monitor  won't  do  the  job.  A  word 
processing  application  that  uses  only 
one  color  requires  one  bit  of  video 
memory  to  run  each  picture  element, 
or  pixel.  Either  that  dot  of  light  is  on 
or  it  is  off;  hence,  one  bit.  A  screen 
with  two  bits  of  memory  per  pixel  can 
display  three  colors,  not  counting  the 
background. 

what  does  it  take  to  create  an  image 
on  a  computer  screen  that  the  human 
eye  cannot  distinguish  from  a  photo- 
graph of  the  real  thing?  Studies  have 
shown  that  24  bits  of  memory  for 
each  pixel  will  give  you  this  "true 
color."  With  24  bits  it  is  possible  to 
produce  16.8  million  colors.  By  way  of 
contrast,  a  television  screen  uses  the 
equivalent  of  15  bits  per  pixel,  enough 
to  produce  32,768  colors. 

Here's  another  way  to  think  of  the 
richness  of  the  color  spectrum.  To  a 
human  being,  color  has,  in  effect, 
three  dimensions.  Each  of  the  three 
measures  can  change  independently, 
giving  rise  to  the  millions  of  different 
combinations  in  total.  Why  three? 
Why  three  "primary  colors"?  That  is 
an  artifact  of  the  type  of  cells  in  the 
back  of  the  eyeball.  It  is  not  a  fact  of 
physics.  Photometers  see  in  a  limit- 
less array  of  dimensions. 

One  way,  but  not  the  only  way,  to 
divide  up  the  color  spectrum  is  along 
these  three  axes:  hue,  saturation  and 
brightness.  This  is  the  way  a  color 
television  is  controlled.  The  hu^  tells 
you  where  you  are  on  the  rainbow — 
red  or  blue  or  somewhere  in  between. 
That  hue  is,  to  a  human  eye,  one- 
dimensional  is  a  reflection  of  the  fact 
that  the  eye  cannot  distinguish  be- 
tween the  primary  green  and  a  green 
produced  by  a  mix  of  blue  and  yellow. 
A  physicist's  instrument  can.  In  the 
chart  on  page  119  hue  is  the  reading 
along  the  perimeter  of  the  color  chart. 

Next,  saturation.  This  tells  how 
much  white  light  is  mixed  with  the 
pure  hue.  Take  red  house  paint  and 
stir  in  some  white  paint  and  you  will 
get  a  new  color,  pink.  The  hue  is  the 
same,  but  the  degree  of  saturation  is 
lower.  In  the  chart,  saturation  is  high- 
est on  the  edge,  and  diminishes  to 
zero  in  the  center. 

Third,  brightness.  This  dimension 
describes  how  much  light  is  bouncing 
off  an  object.  On  a  magazine  page, 
brightness  is  lowered  by  adding  black 
ink  dots  to  the  brightly  colored  dots. 

But  that's  just  one  way  to  cut  up  the 
color  space.  Another  way  is  the  way 
computer  screens  work.  They  spit  out 
color  at  three  different  light  frequen- 
cies: red,  blue,  green.  To  oversimplify 
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a  bit,  lighting  up  a  pixel  with  all  three 
frequencies  gives  a  color  of  low  satu- 
ration, something  close  to  white 
light.  Let  one  or  two  frequencies  dom- 
inate and  a  hue  will  show  through. 
Lower  all  three  values  at  once  and  you 
lower  the  brightness. 

Here's  the  challenge  for  RasterOps 
and  other  manufacturers  of  expensive 
color  terminals:  The  red-green-blue  of 
a  screen,  which  emits  light,  is  funda- 
mentally different  from  the  color  sys- 
tem of  a  magazine  page  or  of  an  object, 
which  does  not  emit  light  but  reflects 
it.  Engineers  are  still  striving  for  ways 
to  make  the  colors  on  a  computer 
terminal  better  match  the  colors  of  a 
printed  image.  That  effort  will  keep 
RasterOps'  scientists  busy  and,  it 
hopes,  customers  coming  back  for 
better  and  better  systems. 

In  the  early  days  of  computer-based 
graphic  arts,  only  a  handful  of  pub- 
lishers and  printers  could  afford  color 
equipment.  Vendors  such  as  Camex, 
Compugraphic,  Dai  Nippon  Printing, 
Scitex  Corp.  and  Hell  Graphic  Sys- 
tems sold  large,  proprietary  com- 
puter systems  with  price  tags  of 
$100,000  and  up.  And  so  the  thou- 
sands of  graphics  workers  at  small 
advertising  firms,  magazines  and 
catalog  printers  went  on  cutting, 
pasting  and  airbrushing. 

That  was  the  market  that  Kieth  Sor- 
enson  saw  when  he  cofounded  Raster- 
Ops in  1987.  Sorenson,  now  43, 
earned  an  undergraduate  degree  in 
mathematics,  served  in  the  Navy  as  a 
radar  crewman  on  intelligence  planes, 
and  for  six  years  worked  at  nasa  on 
display  systems  for  flight  simulators. 
In  1979  he  joined  Ramtek,  which 
made  computer  imaging  systems. 
While  at  Ramtek  he  came  up  with  the 
idea  of  marrying  those  displays  to 
cheap  desktop  computers,  such  as  the 
Apple  Macintosh.  Then  a  low-budget 
graphic  artist  wouldn't  have  to  buy  an 
expensive  minicomputer  as  pait  of  a 
proprietary  system. 

After  trying  to  convince  Ramtek  to 
develop  a  graphic  system  around  a 
desktop  computer,  Sorenson  and  Da- 
vid Smith,  a  Ramtek  engineer,  struck 
out  on  their  own  with  $6.6  million  in 
venture  backing.  RasterOps'  first 
product  shipped  in  1988.  (The  compa- 
ny went  public  last  May  at  12  and 
recently  traded  at  13,  valuing  it  at 
around  $30  million.) 

With  the  addition  of  a  high-resolu- 
tion RasterOps  tube  and  a  board  full 
of  special  chips  designed  by  Raster- 
Ops, graphic  artists  can  use  the  Mac 
to  display  an  image  that  is  hard  to  tell 
from  the  color  slide  supplied  by  a  pho- 
tographer. Once  the  image  is  on  the 
screen,  the  operator  can  manipulate  it 
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As  fiEu*  as  the  eye  can  see? 


This  color  chart  shows  two  of  three  dimensions:  hue  (along  the  edge)  and 
saturation  (how  far  a  point  is  from  the  white  center).  Imaging  devices — 
including  this  printed  page — aren't  fully  accurate  at  the  outer  reaches. 


electronically  and  then  send  the  im- 
age, pixel  by  pixel,  to  a  device  that 
makes  the  "separations"  used  by  a 
color  printing  press.  Equipped  with 
the  right  software,  a  RasterOps  sys- 
tem can  talk  color  in  three  different 
languages:  the  red-green-blue  of  the 
display  screen,  the  cyan-magenta-yel- 
low-black of  a  glossy  magazine,  and 
the  hue-saturation-brightness  of  a 
classic  color  wheel.  Thus,  the  artist 
can  command  a  lightening  or  darken- 
ing or  deepening  of  colors  by  the 
touch  of  a  few  buttons. 

Newspapers  like  USA  Today  and 
Neu'sday  use  RasterOps  equipment; 
Montgomery  Ward  does  the  design 
and  layout  of  its  Sunday  newspaper 
ads  on  a  RasterOps;  artists  at  Hall- 
mark Cards  work  on  RasterOps  sys- 
tems. All  the  big  prepress  companies, 
like  Eastman  Kodak's  Atex,  Scitex, 
the  Crosfield  division  of  Dupont  Im- 
aging, Linotype  Co.,  and  Agfa-Ge- 
vaert's  Compugraphic  subsidiary,  use 
RasterOps    displays    in    conjunction 


with  their  proprietary  systems. 

The  increasing  power  and  decreas- 
ing cost  of  computers  made  Soren- 
son's  business  possible.  Now  a  con- 
tinuation of  those  trends  threatens 
his  stronghold.  Apple  Computer,  once 
grateful  for  the  Macmtosh  sales  gen- 
erated by  orders  for  RasterOps  sys- 
tems, is  now  elbowing  into  Raster- 
Ops' business.  Last  spring  Apple  start- 
ed selling  its  own  color  board  and 
small  color  display.  Sorenson  also 
faces  strong  competition  from  two 
small  companies,  Radius  and  Super- 
Mac  Technology. 

To  offset  his  company's  depen- 
dence on  Apple,  Sorenson  has  devel- 
oped products  for  Sun  Microsystems 
and  IBM  machines.  The  ibm  pc  market 
is  particularly  attractive  since  the  in- 
troduction of  the  MicroChannel  and 
Microsoft  Windows  3.0  finally  made 
the  PC  a  serious  contender  for  graphics 
applications.  Eastman  Kodak's  Atex 
publishing  equipment  division  has 
begun    offering    res    to    customers 
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where  formerly  it  only  offered  Macs. 
RasterOps  has  also  completed  an 
agreement  with  Kodak  to  supply  24- 
bit  graphic  boards  for  Kodak's  new 
Photo  CD  system.  The  company  has 
also  begun  offering  the  ability  to  run 
live  video  or  tv  in  a  window  in  its 
displays. 

Sorenson  looks  at  the  evolution  of 
computer-aided  design  from  a  mini- 
computer-based business  to  a  thriving 
desktop  market,  and  sees  parallel  po- 
tential for  his  line  of  business.  "We 
think  there  are  more  people  laying  out 
pages  than  designing  cars,"  he  says. 


ELECTRON  GUN 


COLORED  PHOSPHORS 


Lighting  up 

Electron  gun  shoots  electrons 
at  red,  blue  and  green  phosphors 
on  a  color  tube.  In  a  RasterOps 
system,  each  pixel  gets  8  bits  of 
information  on  each  color. 


1((  ilxTl  M.inslK-ldT.  irhL-. 


PCs  can  be  wired  into  headquarters  with 
either  expensive  leased  lines  or  cheap  dial- 
up  lines.  Xcellenet  sells  the  cheap  solution. 

Telecomputing  on 
the  cheap 


By  David  Cliurbuck 


BURGER  King  has  850  company- 
owned  restaurants  with  com- 
puters that  have  to  keep  in 
touch  with  their  home  base  in  Miami. 
This  telecomputing  is  how  headquar- 
ters knows  how  much  money  is  com- 
ing in  and  what  menu  items  are  selling. 
Connecting  all  those  computers 
could  require  a  lot  of  telephone  time. 
The  expensive  way  to  connect  them 
would  be  to  lease  a  dedicated  phone 
line  between  each  restaurant  and  Mi- 
ami. Burger  King  uses  a  cheaper  meth- 
od: It  connects  each  computer  to  the 
home  computer  only  once  a  day,  at 
night,  and  only  for  a  few  minutes.  For 
this  scheme  it  can  thank  Xcellenet,  a 
$3.5  million  (sales)  software  company 
in  Atlanta. 

In  the  age  of  the  network,  the  spot- 
light is  often  on  wide  area  networks 
that  use  high-capacity  leased  lines, 
multiplexers  and  computerized 
switchboards  to  keep  thousands  of 
computers  on-line — linking,  say,  all  a 
firm's  brokers  in  Los  Angeles  to  main- 
frames in  New  York.  But  all  this  ex- 
citement has  left  unattended  the 
lonesome  branch  offices  and  store 
outlets  that  need  only  an  occasional 
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hookup  to  the  home  office.  The  per- 
sonal computers  in  such  branch  of- 
fices are  what  38-year-old  Dennis 
Grumpier,  the  president  and  founder 
of  Xcellenet,  calls  the  'neglected  9 
million."  Neglected  until  Xcellenet 
(and  another  tiny  competitor.  Corpo- 
rate Microsystems,  of  Lebanon,  N.H.) 
saw  opportunities. 

The  starting  point  for  a  low-budget 
network  is  a  $200  modem  added  to 
the  personal  computer  that  runs  a 
branch  outlet  or  sits  on  a  checkout 
counter.  Next,  the  customer  pays 
$219  (per  Pc)  for  Xcellenet  software 
that  tells  the  pc  when  to  dial  the 
home  office  and  what  to  do  when  a 
computer  answers. 

Meanwhile,  at  headquarters,  the 
network  manager  installs  a  server,  or 
high-capacity  pc  (cost:  about 
$15,000),  an  adapter  that  allows  it  to 
handle  18  phone  calls  at  a  time,  an 
800  number,  and  another  piece  of 
Xcellenet  software,  this  one  running 
$12,000  to  $17,000. 

After  the  initial  outlay — around 
$69,000  to  connect  100  branch  Pcs  to 
the  mother  computer — the  nightly 
phone  calls  might  run  something  like 
53  cents  apiece.  Cheaper  than  putting 
each  store's  pc  on-line  with  a  $6,000- 


per-year  leased  line.  Besides  Burger 
King,  Xcellenet's  customers  include 
American  Express,  Mrs.  Field's  Cook- 
ies and  Atlantic  Richfield. 

Xcellenet  runs  on  OS/2,  the  ibm 
operating  system  with  a  Windows- 
style  appearance  to  the  user.  The 
firm's  investors  include  Lotus 
founder  Mitch  Kapor  (who  was  Crum- 
pler's  friend  in  Cambridge);  Richard 
Marcus  (of  Neiman  Marcus);  and  ven- 
ture capitalists  Greylock  Partners  and 
Sutter  Hill  Ventures.  Crumpler  says 
he  and  the  company's  50  employees 
have  retained  55%  of  the  stock. 

Crumpler  doesn't  have  this  busi- 
ness to  himself.  Richard  Green,  37,  is 
president  of  Corporate  Microsystems, 
which  has  a  similar  but  technically 
different  solution  to  the  same  prob- 
lem. Last  spring  Green  won  PepsiCo's 
business  and  is  wiring  up  the  com- 
pany's 6,500  Pizza  Huts,  Kentucky 
Fried  Chickens  and  Taco  Bells  with 
PCS  communicating  over  phone  lines 
to  both  Unix  and  OS/2  machines. 

"We  won  [PepsiCo]  because  we 
were  more  flexible,"  says  Green  of  his 
software.  Green  contends  that  a  sin- 
gle IBM  RS-6000  workstation  running 
IBM's  version  of  Unix  can  connect  to 
2,000  remote  computers  in  three  to 
eight  hours.  Crumpler  retorts  that  his 
system  can  handle  over  800  connec- 
tions per  hour. 

There  seems  to  be  enough  work  to 
keep  both  of  them  busy.  Chains  of 
little  stores  are  going  to  want  to  do 
what  the  big  stores  do  already — create 
their  own  market  research  databases 
for  testing  which  pizza  recipe  sells  in 
Peoria  or  what  weight  of  motor  oil 
moves  fastest  in  February. 

Inexpensive  communication  be- 
tween the  branch  pes  and  the  home 
office's  computers  is  the  wave  of  the 
future.  ■ 
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]-J-3  works  with  cither  DOS 
iir  Windows  3.0.  You  don't 
hare  lo  change  the  way 
you  work  to  work  with 
Release  3. 1 


Enter  data  with  a  keyboard: 
manipulate  it  with  a  mouse. 
Release  3. 1  lets  you  work  with 
either,  irr  both. 


Our  unique  3D  design  is  ideal 
for  organising  data  and  creat- 
ing multi-page  reports. 


Over  10  ■million  business  people  are 
moi'e  productive  and  more  insightful 
because  of  Lotus  1-2-3. 

Now  Lotas  introduces  1-2-3  Release  3.1. 

And  if  you're  currently  using  1-2-3, 
you'll  find  it  offers  the  features  you've 
been  wishing  for.  Like  the  ability  to  see, 
on  screen,  exactly  what  your  printed 
output  will  look  like.  Our  unique  3D 
approach  to  organizing  and  con,solidatmg 
spreadsheet  data.  And  the  most  pi'ofes- 


A  graphical  WYSIWYG  (what-you-see-is-what-you-get) 
environment  skoivs  you  eractly  what  your  output  will  look 
like.  It's  easier  to  work  with,  and  there's  no  guesswork. 


more  than  any  other  spreadsheet,  graph  per  page. 


Since  1983,  Tout  of  10  spreadsheet 

buyers  have  chosen  1-2-3! 
Now  we're  going  after  the  other  3. 


sional  <ind  persuasive  printed  reports 
you've  ever  created  (jn  your  computer 
Or  if  you're  one  of  the  holdouts  not 
using  1-2-3,  you'll  find  it  offers  an  inter- 
active, graphical 
environment.  Plus  it 
works  with  Windows 
3.0.  And  supports  both 
a  keyboard  and  a  mouse. 


l-(iiii>  l-2-.i^:ii 


rfHwipTn 


We've  prepared  a  free  demo  disk  to 
show  you  what  1-2-3  can  d(j  tor  you. 

First  time  buyers  should  visit  their 
local  Lotus  Reseller.  Or  to  request 
a  Release  3.1  Auto  Demo,  call 
1-800-TRADEUP,  ext.  677. 

And  see  why  7  out  of  10  spreadsheet 
buyers  chose  1-2-3.  And  the  other  3 
may  not  be  far  behind. 


Introducing  Lotus  1-2-3 
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Random  Access 


Commentary  by  Esther  Dyson 


THE  PERILS  OF  SUCCESS 


A  successful  amoeba  divides.  When 
people  are  successful,  they  have 
children,  and  eventually  hand 
things  over  to  their  descendants. 
But  when  companies  are  successful, 
they  do  not  procreate.  Instead,  they 
may  stagnate.  They  get  stuck  on  the 
single  idea  that  made  them  success- 
ful once,  and  lose  the  capacity  that 
could  make  them  successful  again: 
the  ability  to  generate  and  imple- 
ment new  ideas. 

A  case  in  point  is  Data  General 
and  its  chairman,  Edsun  de  Castro, 
who  was  recently  forced  out  of  the 
company  he  founded  in  1968.  Data 
General  was  a  prominent  success  as 
a  minicomputer  manufacturer  in 
the  1970s,  but  it  began  to  lose  steam 
in  the  1980s  when  personal  com- 
puters and  workstations  started  to 
proliferate. 

"I  missed  the  personal  computer 
wave,"  de  Castro  concedes  now,  but 
he  learned  from  the  experience  of 
watching  all  those  successes  zoom 
past  his  $1.4  billion  ( 1 988  peak  reve- 
nues) company.  By  the  time  open 
systems — the  trend  to  Unix  and 
commodity  computers  that  can  all 
run  the  same  software — rolled 
around,  de  Castro  was  ready  to  try 
something  new,  but  his  company 
wouldn't  pay  attention.  It's  easier  to 
change  a  person's  mind  than  a  com- 
pany's strategy,  because  the  slow 
thinkers  tend  to  reinforce  each  oth- 
er and  drown  out  the  innovators. 

"I  saw  it  but  I  couldn't  convince 
the  organization  to  act  as  aggres- 
sively as  it  should  have,"  says  de 
Castro,  who  ceded  the  chief  execu- 
tive slot  to  a  financial  man  two 
years  ago.  "I  had  a  fairly  complete 
plan  three  years  ago." 

But  the  issue  isn't  "Who  lost  Data 
General?"  It's  "Why  is  this  story  so 
familiar?" 

De  Castro  has  a  theory,  based  on  a 
study  and  a  1986  book  by  Richard 
Foster  at  McKinsey  &.  Co.,  Imiova- 
tiori:  The  Attacker's  Advantage.  The 
thesis  is  that  a  startup  can  make  a 
big,  long-term  win  by  investing  in 

Esther  Dyson  is  editor  and  publisher  of  the 
neusletter  Kelease  1.0. 


new  technology  (although  maybe 
only  one  out  of  ten  succeeds), 
whereas  an  established  company 
can  make  an  almost  guaranteed 
near-term  return  by  embellishing 
its  existmg  technology.  But  when 
the  established  company  invests  in 
new  technology,  it  faces  the  same 
risks  as  the  startup,  and  has  only  the 
advantage  of  access  to  capital  and 
perhaps  distribution  channels.  It 
has  higher  opportunity  costs  and 
more  to  lose. 

Wall  Street  pressures  mean  that 
the  companies  won't  invest  in  new 
ideas,  because  the  payoff  in  exploit- 
ing their  existing  technologies  is 
greater.  And  directors  "have  no  up- 
side, "  says  de  Castro.  They  face 
lawsuits  if  a  risky  move  fails,  with- 
out offsetting  rewards  for  success. 
That's  the  rational  formulation,  and 
de  Castro,  after  all,  is  an  engineer. 
He  thinks  the  solution  is  a  change 
in  the  financial  incentives  that  cur- 
rently favor  short-term  returns. 

He  has  a  point,  but  there's  emo- 
tion there,  too.  The  problem  is  that 
both  companies  and  people  tend  to 
stick  to  what  they  think  made  them 
successful,  one  particular  idea,  not 
to  what  really  made  them  success- 
ful, the  act  of  coming  up  with  a 
better  idea.  Better  ideas  don't  stay 
better. 

To  get  an  idea  off  the  ground,  you 
have  to  be  fanatically  committed  to 
it  and  persuasive  enough  to  get  in- 
vestors and  employees  to  go  along. 
For  an  entrepreneur,  the  way  to  be- 
come successful  is  to  build  an  insti- 
tution around  an  idea,  but  the  way 
to  stay  successful  is  to  come  up 
with  new  ideas — which  your  insti- 
tution will  probably  reject. 

The  followers  behind  a  leader  are 
probably  less  able  to  change  their 


minds  than  the  leader  who  collect- 
ed them.  The  institution  becomes 
more  powerful  than  its  leader  and 
stops  him  from  changing. 

Unlike  amoebas  or  parents,  busi- 
nesses rarely  have  a  built-in  mecha- 
nism for  renewal.  There  is  no  busi- 
ness analogy  to  the  laws  of  inheri- 
tance, no  smooth  transition  from 
generation  to  generation.  Compa- 
nies have  no  way  to  leave  the  scene 
gracefully — in  part  because  they 
consist'of  those  masses  of  individ- 
uals who  individually  need  jobs. 

So  the  issue  isn't  just  finance  but 
finding  a  way  to  help  companies  and 
ideas  to  leave  the  scene  gracefully. 
In  the  humanitarian  sense,  we  need 
a  way  to  move  people  from  one 
company  to  a  new  one.  One  practi- 
cal solution  is  retraining;  more 
complex  is  how  to  start  new  compa- 
nies and  hire  people  fast.  Some  of 
the  more  successful  companies 
spawn  new  companies  internally — 
3M  comes  to  mind,  or  the  ibm  unit 
that  created  the  pc.  Others  fund 
complementary  startups:  for  exam- 
ple, Compaq  with  Conner  Peripher- 
als or  Cypress  Semiconductor  With 
Ross  Technology. 

In  the  meantime,  there's  one 
source  of  movable,  flexible  talent 
that  frequently  goes  unrecognized: 
the  old  entrepreneurs  themselves. 
Just  as  investors  look  forward  short 
term,  they  also  look  backwards 
short  term.  In  the  case  of  Ed  de 
Castro,  they  should  remember  the 
success  he  built,  not  the  last  few 
years  of  decline.  Data  General  was 
not  a  mistake,  but  it  overstayed  its 
innovations  and  found  no  easy  way 
to  forge  ahead.  Likewise,  de  Castro 
was  probably  a  part  of  the  problem 
in  those  days  when  he  was  ignoring 
the  PC. 

But  now  he's  ready  to  move  on, 
more  flexible  than  the  firm  he  creat- 
ed, and  eager  to  take  on  challenge  as 
an  outside  director  or  senior  adviser 
to  some  fledgling  young  companies. 
"I  have  been  through  this  one  and 
seen  the  dangers  of  success,"  he 
says.  At  52,  he  now  has  the  wisdom 
to  keep  a  company  from  getting  too 
wrapped  up  in  its  own  success.  ■ 
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In  today's  financial  markets,  what 
you  don't  know  can  hurt  you. 

Which  is  why  you  should  know 
about  Dialog r  the  world's  most  com- 
iprehensive  online  information  service. 

With  news,  numbers  and  analysis 
from  sources  like  Dun  &  Bradstreet® 
Standard  &  Poor's"  and  Knight- Ridder 
MoneyCenter,"  Dialog  cuts  through 
the  clutter  to  give  you  just  the  facts 
'you  need.  Anytime  you  need  them. 

And  now  we  want  to  give  you 
something  else. 


ti 

Ui««i 

1.  n  U*t>Tr 
TIM   Imr^K 

ij^i    UfltHt 


It's  our  Financial  Information  Kit  with 
a  free  demonstration  password— avail- 
able if  you  call  800-334-2564  now. 

Or  for  more  information,  simply  com- 
plete and  return  this  coupon  to:  Dialog 
Marketing  Department,  3460  Hillview 
Avenue,  Palo  Alto,  Calif.  94304. 

Then  start  making  some  history  of 
your  own. 
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I    YES!  I  want  to  leam  how  to  make  my  own      i 
financial  history  using  Dialog:  I 


Name. 


Company- 
Title 


Address- 
City 


DinUOG 

Bringing  you  the  world's  knowledge. 


INFORMATION  SERVICES,  INC 
A  Knight-Ridder  Company  IS6 


State- 


-Zip. 


Phone. 


.Ext.. 
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Science  &  Technology 


Edited  bv  Garv  Slutsker 


Computers  are  starting  to  change  the  way 
that  new  drugs  are  discovered. 


Designer 
drugs 


•  •  ••••.'.■ 


By  Julie  Pitta 


Tl  o  CREATE  Mevacor,  the  choles- 
terol-reducing drug  that  pro- 
duces nearly  $700  million  a  year 
in  revenues  for  Merck  &.  Co.,  scien- 
tists extracted  hundreds  of  samples 
from  fertile  broths  of  fungi  or  soil. 
Each  of  those  samples  was  then  tested 
on  bacteria  and  viruses  to  see  if  it 
produced  any  biological  effects,  and  if 
so,  what  kind.  Eventually  the  re- 
searchers wound  up  with  Mevacor. 

It  may  sound  like  a  wildly  ineffi- 
cient system,  but  until  recently  all 
drugs  were  discovered  by  a  similar 
process  involving  the  random  screen- 


ing of  compounds  isolated  from  na- 
ture. "For  every  Mevacor  there  are 
hundreds  of  samples  that  yield  noth- 
ing," says  organic  chemist  loshua 
Boger,  a  former  director  of  chemical 
research  at  Merck. 

Like  a  growing  number  of  pharma- 
cologists, Boger  has  grown  tired  of  the 
old-fashioned  trial  and  error  system. 
So  he  started  Vertex  Pharmaceuticals 
of  Cambridge,  Mass.  to  design  drugs 
on  computer  screens  rather  than  by 
mixing  up  random  samples  of  swamp 
water.  Vertex  is  trying  to  make  drugs 
that  treat  organ  transplant  rejection 
and  autoimmune  diseases  like  rheu- 
matoid  arthritis,    multiple   sclerosis 


•  ■  •*      *      * . 


Michael  Ross  of  Airis  I'/vmnacci/tical 

"The  computer  can  find  patterns  that  human  beings  can't. 


and  psoriasis. 

The  notion  of  designing  a  drug  mol- 
ecule from  the  ground  up,  atom  by 
atom  and  with  specific  biological  tar- 
gets in  mind,  is  catching  on.  By  the 
end  of  the  decade  such  "rational  drug 
design"  may  account  for  half  the  re- 
search dollars  spent  at  large  pharma- 
ceutical houses.  A  half-dozen  startups 
have  formed  to  create  drugs  using  this 
technique;  large  pharmaceutical  firms 
like  Merck,  Eli  Lilly  and  Bristol-My- 
ers Squibb  are  investing  heavily  in 
rational  drug  design.  Apart  from  pro- 
ducing drugs  with  fewer  unwanted 
side  effects,  the  technique  will  cut 
costs  from  failed  candidates. 

The  idea  behind  rational  drug  de- 
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An  inhibitor,  in  purple,  L^  shown  blocking  the  action  of  the  thyymidylate-synthctse 

enzyme,  which  is  essential  for  cancer  cell  proliferation.  This  graphic 

representation  was  produced  on  a  Silicon  Graphics  computer  by 

Agouron  Pbarmat  euticab; 

Who  needs  to  fool  around  with  beakers  of  swamp  water? 


sign  is  this:  If  you  understand  the  mo- 
lecular structure  of  disease-promoting 
agents  in  the  body,  you  can  then  de- 
sign drugs  that  bind  with  these  agents 
in  order  to  disable  them.  Agouron 
Pharmaceuticals  is  a  six-year-old  ra- 
tional drug  outfit  in  La  Jolla,  Calif.  Its 
scientists  have  targeted  an  enzyme 
believed  to  be  a  catalyst  in  cancer 
tumor  growth.  Agouron's  goal  was  to 
inhibit  the  action  of  the  enzyme, 
known  as  thymidylate  synthase, 
which  acts  as  one  of  several  "on" 
switches  for  hyperproliferating  cells 
that  eventually  become  tumors. 

Before  they  could  do  anything,  the 
scientists  needed  to  know  the  struc- 
ture of  the  enzyme.  Since  there  is  no 


microscope  powerful  enough  to  allow 
a  scientist  to  view  the  enzyme  direct- 
ly, the  Agouron  scientists  made  a 
crystalline  form  of  the  enzyme  and 
then  zapped  it  with  an  X-ray  beam  to 
produce  a  diffracted  image.  This  they 
turned  into  a  three-dimensional  pic- 
ture on  a  Silicon  Graphics  worksta- 
tion (see  graphic  representation 
above).  Cavities  in  the  structure  rep- 
resent "docking  stations,"  which  are 
points  where  a  molecular  compound 
with  the  right  properties  can  bind  to 
the  enzyme  and  act  to  block  the  unde- 
sirable interaction. 

Coming  up  with  that  compound  re- 
quired the  services  of  a  Convex  mini 
supercomputer  with  two  parallel  pro- 


cessors. The  computer  gauges  the  in- 
teraction between  the  enzyme  and 
certain  molecular  compounds  created 
by  Agouron's  scientists  over  time,  us- 
ing elaborate  sets  of  biochemistry 
rules  as  its  guide.  Several  hundred 
candidates  were  tested  by  the  com- 
puter. Agouron  is  currently  testing  in 
the  lab  six  potential  tumor  suppres- 
sors for  effectiveness  on  mammalian 
cells.  The  technology  is  promising 
enough  that  Lilly  invested  $4.5  mil- 
lion for  an  8%  stake  in  Agouron  and 
first  dibs  on  any  resulting  drug. 

Arris  Pharmaceutical  Corp.,  a 
South  San  Francisco  startup,  has  tak- 
en a  somewhat  different  approach.  Ar- 
ris is  led  by  a  former  Genentech  scien- 
tist, Michael  Ross,  and  funded  by 
Genentech's  original  venture  capital 
firm,  Kleiner  Perkins,  Caufield  &i 
Byers.  Arris  is  trying  to  create  a  drug 
to  treat  atherosclerosis,  or  hardening 
of  the  arteries.  Ross  came  up  with  a 
novel  way  of  deducing  the  structure  of 
a  molecule  by  using  peptide  "probes" 
of  the  target.  A  peptide  is  a  short 
chain  of  amino  acids  (the  building 
blocks  of  proteins). 

Arris  is  searching  for  a  compound 
that  will  attach  itself  to  hooks  recent- 
ly found  to  exist  on  the  surface  of 
certain  white  blood  cells  found  in  the 
arterial  lining.  Those  hooks  catch 
low-density  lipoproteins — what  doc- 
tors refer  to  as  "bad  cholesterol"— 
until  the  blood  cell  eventually  be- 
comes laden  with  it,  narrowing  the 
passageway  to  the  heart.  The  Arris 
compound  would  snag  itself  on  the 
hooks,  thus  depriving  the  bad  choles- 
terol of  a  resting  place  and  averting 
the  first  step  in  the  chain  of  events 
that  lead  to  atherosclerosis.  Like 
Agouron,  Arris  will  use  a  computer  to 
analyze  candidates  proposed  by  its 
scientists.  Arris'  computer  hasn't  yet 
told  it  which  compounds  have  poten- 
tial, but  Ross  is  ever  hopeful.  "The 
computer  can  find  patterns  that  hu- 
man beings  can't,"  Ross  says.  "It  has 
the  ability  to  analyze  the  data  from 
thousands  of  possible  candidates." 

Yes,  say  the  critics  of  rational  drug 
design,  but  what  about  all  the  won- 
derful drugs  that  were  accidents?  Up- 
john initially  thought  of  minoxidil  as 
a  blood  pressure  drug  but  then  real- 
ized it  was  more  than  that  when  it 
grew  facial  hair  on  women.  Well,  it 
turns  out  that  computers  can  produce 
their  own  serendipitous  accidents. 
Burroughs  Wellcome  used  rational 
drug  design  techniques  to  develop  zi- 
dovudine (known  as  azt),  the  first 
drug  approved  for  aids  treatment. 
Originally,  scientists  thought  the 
drug  would  inhibit  the  growth  of  tu- 
mor cells.  ■ 
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We're  counting  on 

Melissa  and  James  to  fulfill 

our  wildest  dreams. 


The  dreams  of  childhood  have  the  power 
to  transform  our  world.  They  can  shape  the 
future  of  science,  business  and  society.  But 
only  when  they're  given  the  chance. 

Thousands  of  kids  like  Melissa  and  James 
have  dreams  to  share.  But  before  they  can 
improve  the  quality  of  life  in  our  world,  we 
must  help  improve  the  quality  of  their  lives 
in  the  inner  city. 

And  the  odds  are  against  them  even 
graduating  from  high  school.  Sixty  percent 
of  their  classmates  are  predicted  to  drop  out. 

It's  an  American  tragedy.  Potentially 
productive  young  people  lose  interest  or  hope 
and  join  the  rolls  of  the  uneducated  and 
unemployed. 

What  Rockwell  is  doing. 

To  help  bring  dreams  to  life  in  the  inner  city, 
more  than  25  employees  at  one  of  Rockwell's 
Electroni'cs  businesses  have  volunteered  for 
a  local  project  of  the  nationwide  "I  Have  a 
Dream"  program.  They  will  serve  as  mentors 


to  Melissa  and  James  and  fifty  of  their 
schoolmates.  For  the  next  nine  years,  people 
like  Barbara  Walter  will  provide  inspiration 
and  guidance  to  the  adopted  "Dreamers"— 
helping  motivate  each  student  to  complete 
high  school  and  pursue  higher  education  and 
a  satisfying  career.  Those  who  graduate  from 
high  school  will  receive  scholarships  for 
college  or  vocational  training. 

What  you  can  do. 

The  "I  Have  a  Dream"  program  has  proven 
successful  at  helping  thousands  of  inner  city 
children  in  over  40  cities.  It's  one  of  hundreds 
of  ways  you  can  encourage  American 
innovation  and  leadership  through  quality 
education.  For  more  information,  simply  write 
Rockwell,  RO.  Box  905,  Dept.  FBQ  ,  El  Segundo, 
CA  90245-0905  for  printed  information 
created  in  cooperation  with  the  National 
Association  of  Partners  in  Education  (NAPE). 

Emphasize  Education.  It's  our  future. 


^» 


Rockwell  International 
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ELECTRONICS     AEROSPACE      AUTOMOTIVE        GRAPHICS 


Rockwell  is  a  $12  billion  company  with  more  than  100,000  employees  worldwide.  Our 
people  have  a  common  goal;  Understanding  our  customers  and  satisfying  them  with 
the  innovative  application  of  science  and  technology.  We  never  stop  reaching  higher 


Insights 


Commentary  by  Michael  Gianturco 


UPBEAT  TECHNOLOGIES  FOR  A  DOWNBEAT  ECONOMY 


Downgraded  earnings  estimates  are 
common  in  a  retreating  economy.  Is 
anyone  bucking  the  trend? 

Yes.  Here  are  a  few  technology 
companies  for  which  analysts  have 
raised  their  earnings  estimates 
within  the  past  six  weeks,  for  per- 
formance in  fiscal  year  1991.  The 
six  most  interesting  companies  are 
listed  in  the  table  in  order  of  the  size 
of  the  jump  in  earnings  estimates. 

Given  the  pessimistic  economic 
outlook  of  the  financial  community 
this  winter,  it  takes  good  hard  news 
to  budge  estimates  upward.  For 
most  of  these  companies,  the  revi- 
sion can  be  pegged  to  spe- 
cific events  that  could  not 
have  been  anticipated  or 
worked  into  a  mathemati- 
cal model.  For  example,  a 
sudden  spate  of  new  con- 
tracts worth  $108  million 
to  antenna  maker  Radia- 
tion Systems,  whose  total 
sales  last  year  amounted  to 
$85  million;  or  a  one-time 
$14  million  return  on  the 
sale  of  warrants  in  the  case 
of  Magma  Power,  a  geo- 
thermal  energy  producer 
that  earned  $11.7  million 
on  operations  in  its  most 
recently  reported  quarter. 

I  think  the  most  intriguing  situa- 
tion here  is  Oracle  Systems,  the 
leading  supplier  of  relational  data- 
base software.  We  bought  Oracle  for 
customer  accounts  in  October  in 
the  $6-to-$7  range.  After  a  real 
washout  quarter  ended  Aug.  30, 
with  a  $36  million  loss  on  sales  of 
$203  million,  the  company  recently 
reported  a  profitable  Nov.  30  quar- 
ter (netting  $6.9  million  on  sales  of 
$269  million).  This  rather  surpris- 
ing rebound,  despite  the  slow  busi- 
ness climate  last  fall,  probably  ac- 
counts for  the  analysts'  upgrades. 

Oracle  Systems  is  continuing  to 
tighten  up  its  business.  It  remains 


Michael  Gicmiurco  is  presidetil  of  '/he 
Princeton  PurtfoHus,  a  New  Jersey  asset 
management  Jirnj  that  specializes  in  science 
and  technology  investments. 


one  of  just  three  purely  software 
companies  that  have  produced  sales 
over  $1  billion.  (The  other  two  are 
Computer  Associates  and  Micro- 
soft.) Its  stock  is  a  buy  at  $6. 

Sometimes  an  emerging  technol- 
ogy company  will  far  surpass  even 


Technology  upgrades 

These  lucky  companies  are  the  beneficiaries  of 
earnings  upgrades  by  Wall  Street  analysts. 

Company 

Percent         6-wk  stock 
upgrade           gain/loss 

P/E 
ratio 

Respiionics 

16%                  -2% 

24 

Emulex 

12                        3 

268 

Radiation  Systems 

10                      16 

9 

Oracle  Systems 

5                      18 

19 

Lifeline  Systems 

4                     39 

20 

Magma  Power 

3                      -5 

19 

Sources  Tck'scan  Homluti.  /.acks 

an  optimistic  analyst's  best  expec- 
tations. That  is  the  story  with 
Respironics,  which  manufactures 
products  that  help  people  with  res- 
piratory disorders  to  breathe  more 
easily.  The  devices  are  used  in  hos- 
pitals, emergency  rooms  and  vehi- 
cles, and  homes.  Respironics,  of 
Murraysville,  Pa.,  is  no  Johnny- 
come-lately:  It  ranked  35th  on 
Forbes'  listing  of  the  200  Best  Small 
Companies  in  America  (Nov.  12, 
1990).  Last  year  the  firm  brought 
out  a  new  product  that  has  done 
twice  as  well  as  the  company  itself 
expected.  That  sent  the  analysts 
back  to  their  pencil  sharpeners. 

The  new  product  has  a  truly  ill- 
chosen  name,  the  Bipap,  but  it  sells 
well.  The  "pap"  is  an  acronym  for 
positive  air  pressure;  "bi"  means 
the  air  is  supplied  at  two  distinct 
pressure  levels,  high  and  low,  de- 


pending on  whether  the  patient  is 
inhaling  or  exhaling. 

When  Bipap  was  introduced, 
Respironics'  management  targeted 
sales  of  $10  million  over  a  two-year 
period.  It  now  appears  it  will  reach 
this  target  in  one  year.  As  the  prod- 
uct has  succeeded,  estimates  were 
twice  notched  upward  to  the  cur- 
rent top-of-range  estimate  of  about 
$1.02.  You  could  probably  buy  Res- 
pironics for  a  bit  less  than  the  recent 
$18  if  you  wait.  But  I  wouldn't  wait 
a  long  time. 

Radiation  Systems  makes  para- 
bolic antennas  using  a  proprietary 
metal-shaping  technology. 
In  the  past  two  fiscal  years 
sales  have  gone  from  $55 
million  to  $85  million  last 
year.  The  projection  for  fis- 
cal 1991  is  a  bit  above  $100 
million.  Estimates  climbed 
because  in  the  past  few 
weeks.  Radiation  signed 
three  contracts  worth  $108 
million  altogether.  This 
good  news  produced  a 
quick  spike  in  the  price  of 
the  stock  to  over  $12,  but  it 
did  not  signal  a  major  new 
uptrend.  The  stock  has 
since  settled  back  down 
into  its  normal  trading  pattern, 
which  is  basically  flat.  Still,  at 
$11.38  the  company  is  at  only  nine 
times  the  most  recent  12-month 
earnings. 

Not  every  upward  revision  in 
earnings  is  a  buy  signal.  Emulex  is  a 
supplier  of  Digital  Equipment 
Corp. -compatible  disk  storage  prod- 
ucts. It  developed  and  is  now  manu- 
facturing new  disk  storage  hardware 
under  contract  to  another  company. 
This  contract  accounted  for  just  2% 
of  Emulex'  sales  last  year.  In  the 
fiscal  year  ending  next  June,  it  will 
represent  almost  17%.  This  fast- 
growing  business  is  the  source  of 
the  upward  revision  in  earnings. 
Nevertheless,  60%  of  Emulex'  sales 
still  go  to  the  DEC-compatible  mar- 
ket, and  until  the  company  is  more 
fully  diversified,  I  would  stay  away 
from  the  stock.  ■ 


128 


FORBES,  FEBRUARY  4,  1991 


Tenneco: 
sailing  in  shifting 


w 


inds- 


A 
sure 

way  to 
weather 
any    eco- 
nomic fore- 
cast is  through 
diversification.  It 
provides    Tenneco 
unique  opportunities. 
Our  natural  gas  pipelines 
deliver  secure,  domestic 
energy  to  major  U.  S.  markets. 
Steady  income  for  U.S.  farmers 
and  the  opening  of  the  Eastern 
Bloc  promise  expanding  markets 
for    our    farm    and    construction 
equipment.  Our  ride  control  and  exhaust 
parts  are  sold  to  growing  automotive 
industries  throughout  the  world.  Even  as 
the  defense  budget  tightens  today,  Newport 
News  Shipbuilding  maintains  one  of  the  lar- 
gest   backlogs    of    contracts    in    its   history. 

World  demand  for  our  expanding  array  of  packaging  products  is  growing 

Our  specialty  chemicals,  especially  those  with  environmental  advantages,  are 

essential  to  process  industries. And  glass  manufacturers  require  a  steady 

supply  of  our  soda  ash.   No  matter  which  way  the  wind  blows,  Tenneco 

is  prepared.   And  to  prove  it,  we  recently  raised  our  dividend. 

For    more    information,    call    1-800-345-902  7. 


Tenneco  Gas  (pipelines)  •  J  I  Case  (farm  and  construction  equipment)  •  Tenneco  Automotive  •  Newport  News  Shipbuilding 
Packaging  Corporation  of  America  •  Albright  &  Wilson  (specialty  chemicals)/Tenneco  Minerals. 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Frequent  coast-to-coast  fliers  are  a  de- 
manding breed.  Now  they^  have  another 
carrier  to  trash.  Or  rave  about. 

A  difference  of 
opinion 


Continental  breakfast  buffet,  a  bar, 
and  Calder-like  mobiles  hang  from 
the  ceiling.  The  passengers  were  an 
attractive  bunch  and  nicely  dressed — 
cashmere,  tweeds  and  leather.  They 
acted  more  L.A.  than  New  York — 
sharing  morning  newspapers  with 
those  who  forgot  them. 

"The  concierges  went  sofa  to  sofa 
quietly  announcing  boarding.  All  in 


By  Christie  Brown 
and  Richard  L.  Stem 


Mgm  Grand  Air  has  made  its  reputa- 
tion on  frilly  first-class-only  service 
between  Los  Angeles  and  New  York. 
Now  it  offers  a  coach  class  as  well  as 
unusual  frequent-flier  awards.  After 
logging  160,000  miles  you  can  drive  a 
Porsche  944  S2  Cabriolet  free  for  one 
year.  Lesser  mileage  awards  include  a 
week  cruising  Tahiti  (100,000  miles) 
or  rattlesnake  boots  (40,000  miles). 

The  carrier  recently  retired  its  orig- 
inal 727s  to  charter  and  spent  $55 
million  to  reconfigure  three  DC-8  Su- 
per 62s  to  provide  35  first-class  and  40 
coach  seats — ten  rows  of  oversize 
seats,  two  across.  Round-trip  airfare: 
$2,406  for  first  and  $1,474  for  full-fare 
coach  class — exactly  the  list  price  for 
competing  carriers'  full-fare  first  and 
economy  classes.  Two  flights  are  of- 
fered every  day  except  Saturday,  leav- 
ing New  York  at  10:30  a.m.  and  7 
p.m.,  and  Los  Angeles  at  9  a.m.  and 
3:30  p.m.  The  flights  depart  from  ma- 
jor airports  (jfk  and  lax),  but  the  mgm 
terminals  are  off  on  their  own. 

We  asked  two  New  York-based 
Forbes  writers  who  often  fly  cross- 
country to  rate  the  new  coach  service. 
Senior  Editor  Richard  Stem  and  staff 
writer  Christie  Brown  returned  with 
two  very  different  opinions. 

On  MGM  Grand  Air's  tenninal  lounges. 

Christie  Broivn:  "There  are  two  mgm 
lounge  rooms — first  class  and  coach. 
Very  pleasant.  Instead  of  barricaded 
clerks,  you  check  in  with  'concierges' 
seated  behind  low  desks  in  the  coach 
lounge.  There  are  telephones,  desks,  a 


MUM  Cniml  Air  m>iv  has  cixiLb 
Love  it — or  leave  it. 


all,  a  relaxing  way  to  start  a  flight." 

Richard  L.  Stern.  "Who  cares  about 
lounges?  I  usually  get  to  the  plane  at 
the  last  minute  anyway.  But  I  did  get 
to  spend  an  extra  hour  in  the  damned 
lounge  because  the  plane  from  L.A.  to 
New  York  was  an  hour  late.  And  I 
would  rather  have  spent  that  time  in  a 
club  lounge — like  twa's  Ambassador 
or  Continental's  President. 

"And  it  is  at  the  lounge  where  the 
segregation  begins.  First-class  passen- 
gers are  ushered  into  their  own  sepa- 
rate lounge.  We  coach  passengers  got 
a  little  bar  with  soft  drinks,  coffee  and 
peanuts.  Who  needs  it?" 

In-Jlight  business  amenities. 

C.B.:  "Every  pair  of  coach  seats 
shares  a  personal  computer  outlet,  an 
airphone  and  a  television  screen  that 
shows  local  stations,  fnn  and  the  in- 
flight movie.  I  made  some  phone 
calls,  plugged  in  my  PC  and  worked  off 
and  on  throughout  the  flight.  There 
was  also  a  fax  on  board;  the  flight 
attendants  warned  it  was  spotty,  de- 
pending on  where  the  plane  was." 

R.S.:  "I'd  prefer  a  bigger,  overhead 
screen  to  watch  the  movie — but  on 
my  flight  out,  they  didn't  show  any- 
thing, anyway.  A  fuse  or  something 
had  blown." 

Drinks. 

C.B.:  "All  drinks,  liquor,  wine  and 
sodas  are  free,  and  service  starts  right 
after  takeoff.  The  service  was  con- 
stant throughout  the  flight." 

R.S.:  "Free  booze  is  great  if  you're  a 
souse.  I  noticed  one  fellow  passenger 
was  putting  them  down  good  on  my  9 
a.m.  flight.  Real  class.  Anywa^,  you 
get  free  booze  in  business  class  on 
other  carriers." 

food. 

C.B.:  "Terrific.  The  three-course 
menu  included  pate,  grilled  chicken 
or  quiche  and  chocolate  cake — all 
served  on  linen-covered  trays  laid  out 
with  china,  glasses  and  silverware." 

R.S.:  "Going  out,  my  chicken  wasn't 
memorable,  and  another  passenger 
complained  about  the  fish.  Coming 
back,  I  had  an  omelette,  and  I've  had 
better  at  truck  stops.  Yes,  they  do 
serve  milk  and  freshly  baked  cookies 
after  the  movie." 

Tenni)ials. 

C.B.:  "Arriving  in  Los  Angeles,  lug- 
gage was  brought  out  within  15  min- 
utes, mgm  employees  called  Budget 
Rent-a-Car  to  pick  me  up.  The  termi- 
nal is  isolated,  and  the  Budget  van  had 
to  make  a  special  trip,  which  took 
about  15  minutes.  But  I  preferred 
waiting  there  to  standing  on  a  median 
strip  outside  most  congested  airport 
terminals." 

R.S.:  "Prompt  baggage  delivery 
doesn't  do  me  any  good  since  I  don't 
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travel  with  more  than  I  can  carry  on. 
And  while  mgm  said  it  phoned  ahead 
to  Budget,  I  waited  about  a  half-hour 
at  the  terminal  for  the  van  to  come 
and  fetch  me.  I  was  told  the  Budget 
driver  got  lost.  An  mgm  agent  waited 
with  me,  which  was  comforting  given 
the  late  hour  and  the  isolated  location 
of  West  Imperial  Terminal." 

Sen'ice. 

R.S.:  "Stewards  and  stewardesses 
were  dressed  in  tuxes  for  the  evening 
flight.  And  there  I  was  in  my  traveling 
jeans.  Given  the  service,  it  wasn't  I 
who  was  inappropriately  dressed.  Af- 
ter meal  service,  the  help  retired  to 
the  kitchen  in  the  back  of  the  plane  to 
munch  and  talk,  just  as  they  do  on 
regular  carriers." 

C.B.:  "Wait  a  second,  Dick.  Do  you 
feel  better  when  flight  attendants  are 
wearing  peaked  caps,  apron-covered 
suits  and  handing  out  'snak-paks'?  I 


liked  the  service.  They  passed  out 
slippers,  eye  shades,  hot  towels,  then 
left  me  alone  except  for  the  meal  and 
to  bring  me  more  coffee  every  half- 
hour  throughout  the  trip." 

Seattnates. 

R.S.:  "The  flights  I  took  were  only 
half-full,  so  I  never  had  a  seatmate, 
which  was  nice  for  me  if  not  for  mgm. 
However,  on  the  flight  out,  at  least 
two  people  I  talked  to  were  grousing 
about  feeling  like  peons.  We — the 
working  stiffs — felt  as  though  there 
were  dancing  girls  on  the  other  side  of 
that  curtain  in  first  class,  and  we 
couldn't  even  glimpse  their  ankles  for 
$700  one-way.  And  you  could  appar- 
ently use  pull  to  get  into  first  class 
without  paying  up.  One  movie  star  in 
first  class  was  traveling  with  a  much 
younger  woman — his  daughter,  of 
course — who  was  seated  in  coach 
when  the  plane  took  off  but  was  then 


whisked  up  beyond  the  magic  first- 
class  curtain,  never  to  be  seen  again 
once  we  were  in  the  air." 

C.B.:  "No  curtain-yearning  from  my 
cabin.  The  reverse,  if  anything.  My 
seatmate  said  he  had  regularly  flown 
on  MGM  when  it  had  only  first  class, 
and  now  he  flew  coach  because  he 
thought  coach  the  better  buy. 

"The  one  inaudible  groan  of  the 
flight  came  when  a  coach  passenger 
gushed  over  one  actor  who  was  less 
than  delighted." 

Summaty. 

R.S.:  "It  seems  to  me  that  you've  got 
to  go  to  extra  trouble  to  fly  mgm.  It 
certainly  is  a  hell  of  a  lot  better  than 
coach,  but  I've  never  had  trouble  up- 
grading to  business  class  on  other  car- 
riers with  a  full  coach  fare." 

C.B.:  "I  hare  had  problems  upgrading 
on  many  flights.  For  coach  fare,  mgm 
can't  be  beat." 


Collectors 


Stained-glass  windows  done  by  Tiffany  are  awk- 
ward to  collect,  spectacular  to  behold  and  not 
that  costly  to  acquire. 

Tiffany  by  the  yard 


By  Christie  Brown 


Question:  If  a  26-inch  Tiffany  lamp 
fetched  $550,000  in  1989  at 
Christie's,  what's  the  value  of  a  Tiffa- 
ny stained-glass  floral  window,  4  feet 
by  3  feet  in  size? 

Answer:  "About  $30,000  to 
$50,000,"  says  Barbara  Deisroth,  head 
of  19th-  and  20th-century  works  of  art 
at  Sotheby's.  She  points  out  that  big- 
ger windows  can  be  even  cheaper — 
less  than  $12,000  for  a  4-foot-by- 10- 
foot  religious  window,  for  example. 

As  a  designer  and  artisan,  Louis 
Comfort  Tiffany  (1848-1933),  the  son 
of  the  founder  of  Tiffany  &.  Co.,  is  best 
remembered  for  his  art  nouveau 
lamps  and  vases.  But  he  first  made  a 
name  for  himself  as  a  society  decora- 
tor, and  then  turned  his  hand  to  de- 
signing stained-glass  windows.  In  the 
closing  days  of  the  1 9th  century,  Tif; 
fany  windows  were  found  from  the 
White  House  to  smart  Manhattan 
town  houses  to  churches  in  Pasadena. 


Tiffany  artisans  made  some  10,000 
wmdows  from  1880  to  1938. 

After  studying  painting  in  the  U.S. 
and  abroad.  Tiffany  experimented 
with  colored-glass  designs.  He  devel- 
oped an  opalescent  glass  in  jewel-like 
colors,  which  made  marvelous  win- 
dows. He  patented  the  glass  process  in 
1881  and  produced  opulent  designs  to 
draw  in  rich  clients.  Within  three 
years  the  young  man's  fledgling  com- 
pany had  commissions  to  redesign  the 
interiors  of  the  White  House,  Samuel 
Clemens'  house,  and  Cornelius  Van- 
derbilt's  Fifth  Avenue  mansion. 

To  show  his  windows  to  a  broader 
audience.  Tiffany  designed  an  entire 
chapel  of  stained  glass,  which  he  ex- 
hibited at  the  Chicago  World's  Fair  in 
1892.  Churches  and  mausoleums  be- 
came some  of  his  biggest  customers. 

A  marketer  as  brilliant  as  his  glass. 
Tiffany  branched  into  stained-glass 
lamps  and  mosaics.  He  also  made 
vases,  decanters  and  glassware  of 
blown  glass,  which  he  trademarked 


Allen  Michaati  iii  bis  OaklcDid  theater 
Restored  to  baroque  glory. 
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"favrile."  Art  nouveau  was  the  rage, 
and  it  was  characterized  by  Tiffany. 

Then  tastes  changed.  In  about  1904, 
Teddy  Roosevelt  removed  the  Tiffany 
glass  screen  installed  in  the  White 
House  in  1882  for  President  Chester 
A.  Arthur.  By  1915  art  nouveau  was 
dead.  Although  workers  for  Tiffany 
Studios  continued  to  fill  orders  for 
stained-glass  windows  through  1938, 
Tiffany  himself  retired  in  1919.  His 
business  went  bankrupt  in  1932,  and 
Tiffany  died  the  following  year  at  age 
84,  at  a  time  when  his  windows  were 
sometimes  smashed  for  their  lead 
content,  which  was  sold  for  only  pen- 
nies a  pound. 

It  wasn't  until  the  1960s  that  col- 
lectors discovered  Tiffany  lamps  and 
other  decorative  pieces,  and  prices  be- 
gan to  skyrocket.  But  the  windows 
never  caught  on,  at  least  not  to  the 
same  degree. 

Why?  First  off,  size  alone  scares 
away  lots  of  collectors.  A  typical  Tif- 
fany window  measures  10  feet  by  6 
feet  and  weighs  up  to  500  pounds. 
Many  windows  are  in  need  of  repair, 
and  finding  artisans  isn't  easy. 

The  drawbacks  work  to  the  great 


A  Tiffany  u  iiulou .  J4 feel -sijiu ire,  in  the  bedroom  of  Michaan's  house 
Shear  sixe  works  to  the  collectors'  advantage. 


Church  window,  9  feet  hy  4  feet 
Tiffany  knew  how  to  market. 


advantage  of  collectors  of  Tiffany 
windows.  Take  Allen  Michaan,  a  San 
Francisco  theater  owner.  Over  the  last 
decade,  he  has  amassed  some  20  Tiffa- 
ny windows,  dating  from  1885  to 
1920,  for  a  total  cost  of  only  $200,000. 

Michaan's  collection  includes  lush 
windows  picturing  drooping  wisteria, 
golden  archangels  and  crimson  sun- 
sets. Michaan's  prices  have  ranged 
from  a  few  thousand  dollars  to  just 
under  $100,000  for  an  elaborate  eight- 
panel  window,  10  feet  by  6  feet  high, 
depicting  a  river  in  a  landscape.  It  was 
made  in  1912. 

Michaan  was  already  interested  in 
the  windows  in  1980,  when  he  bought 
a  home  in  San  Francisco  that  had 
three  Tiffany  windows  in  it.  Seeking 
more,  he  shopped  at  Universe  An- 
tiques in  New  York  City,  Country 
Flower  in  Aspen,  Colo.,  Christie's  and 
Sotheby's.  He  also  began  buying  di- 
rectly from  churches  and  other  insti- 
tutions. But  Michaan  found  the 
churches  often  had  unrealistically 
high  price  expectations,  because  of 
the  Tiffany  name. 

In  1987,  for  example,  Michaan  con- 
tacted a   Pennsylvania   church   that 


was  selling  its  ten  Tiffany  windows. 
Michaan  offered  the  church 
$10,000 — plus  the  costs  of  removal — 
for  one  9-foot-by-4-foot  window  de- 
picting the  Resurrection. 

"The  church  thought  it  was  worth 
millions,"  remembers  Michaan.  It  re- 
fused his  offer  and  instead  crated  up 
the  entire  set  of  windows  and  had 
them  shipped  to  Sotheby's  in  New 
York  for  auction.  Michaan  bought  the 
same  v/indow  he  wanted  at  auction — 
for  $4,000,  about  what  the  window 
might  have  cost  back  in  1916  when 
Tiffany  made  it. 

Michaan  has  added  some  windows 
to  those  already  in  his  home.  Restored 
by  a  local  craftsman  if  necessary,  the 
windows  are  set  in  light  boxes  and 
bolted  into  the  walls  inside  the  large 
Victorian  house. 

Three  more  windows  decorate  the 
lobby  and  office  of  his  2,000-seat  mov- 
ie palace,  the  Grand  Lake  Theater  in 
Oakland,  built  in  1926.  Michaan,  now 
38,  bought  the  theater  in  1980  and  has 
spent  over  $2  million  restoring  it  to 
its  original  baroque  glory.  Louis  Com- 
fort Tiffany  has  a  soul  mate. 
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:>iERE  ARE  PEOPLE  IN  THE  VVORL 
FOR  WHOM  ONLY  A  PLACE 

LIKE  Fisher  Island  will  do. 

Once  the  splendid  winter  estate  of  the 
Vanderbilts,  Fisher  Island  has  become  one 
of  the  world  s  most  desirable  communities. 
With  residences  from  $500,000  to  $1  mil- 
lion, it  offers  championship  golf,  tennis  on 
clay  and  grass  courts,  an  international  spa, 
marinas,  gourmet  and  casual  dining,  a  glo- 
rious Atlantic  beach^  dinner  theater  and 
shops  -  all  just  minutes  by  private  ferry 
from  cosmopolitan  Miami. 

Fisher  Island,  Dept.  C 

Fisher  Island,  Florida  33109 
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his  project  is  registered  with  the  New  Jersey  Real  Eustace  Corrtmission.  NJREC  90/4-711  to  712.  Registration  does  not  constitute  an  endorsement  of  the  merits  or  value  of  the  project.  Obtain  and  read 
the  New  Jersey  Public  Offering  statement  before  signing  anything.  This  is  not  an  offering  to  any  person  in  any  state  where  such  offering  may  not  be  lawfully  made.  Equal  Housing  Opportunity. 


Careers 


Who  strikes  terror  into  the  hearts  of  corpo- 
rate con  men,  insurance  swindlers  and 
unscrupulous  financiers? 

Have  calculator, 
will  travel 


By  Alyssa  A.  Lqip^n 


Tl  wo  OLD  CHUMS  are  walking 
along  the  beach.  "You  wouldn't 
believe  my  business,"  says  one. 
"My  main  factory  just  burned  down." 

"That's  nothing,"  his  friend  replies. 
"My  main  factory  just  got  flooded." 

"Oh,  yeah?"  says  the  first  fellow. 
"How  do  you  do  a  flood?" 

How  do  insurance  companies  pro- 
tect themselves  against  fraudulent,  or 
simply  inflated,  claims?  Meet  Chris 
Campos,  whose  Teaneck,  N.J. -based 
Campos  &.  Stratis  is  the  nation's  larg- 
est independent  investigative  ac- 
counting firm. 

Campos  spent  days  last  March  in 
the  Phoenix  Federal  Depository  por- 
ing over  reams  of  documents  filed  by 
Charles  Keating's  failed  Lincoln  Sav- 
ings. Campos  won't  confirm  the 
name  of  his  client,  let  alone  what  he 
found.  But  it  seems  more  than  coinci- 
dental that  in  late  1988  and  early 
1989,  after  things  began  to  turn  sour 
at  Lincoln,  Keating  took  out  $14  mil- 
lion worth  of  directors'  and  officers' 
liability  insurance  for  himself  and  fel- 
low board  members  at  Lincoln's  par- 
ent companies.  The  insurers — includ- 
ing Saul  Steinberg's  Reliance  Insur- 
ance Co.  and  Lloyd's  of  London's  hs 
Weaver  arm — could  be  on  the  hook 
for  Keating's  legal  defense  bills, 
which  could  exceed  $10  million.  Reli- 
ance is  using  the  evidence  Campos 
unearthed  to  support  its  suit  to  re- 
scind its  Lincoln  Savings  coverage. 

Auditors;  ike  Campos  scrutinize 
claims  for  ilamage,  loss  of  business 
and  negligence  suits.  Since  starting 
out  in  1969,  Campos  has  opened  25 
offices  in  North  America  and  2  over- 
seas, added  33  partners  and  built  bill- 
ings to  $18  million  a  year.  Campos  &. 


Campos  c~  Stratis  partner  Chris  Campos 
Matching  wits  with  the  best. 


Stratis'  biggest  rival,  Chicago's  Mat- 
son,  Driscoll  &.  Damico,  had  1989 
billings  of  about  $10  million.  (Cam- 
pos' first  employee  and  longtime  part- 
ner, Elia  Stratis,  died  in  the  Pan  Am 
explosion  over  Lockerbie,  Scotland  in 
1988.)  The  firm  now  counts  among  its 
hundreds  of  clients  Westinghouse, 
Aetna  and  Cigna. 

Campos,  61,  got  his  first  taste  of 
forensic  accounting  at  the  old  Ernst  &. 
Ernst.  He  had  joined  the  firm  as  a 
traditional  auditor  fresh  out  of 
Rutgers  in  1951.  Then  in  1955  Hurri- 
cane Carol  hit  New  York.  Insurers 
needed  investigators  to  review  busi- 
ness interruption  claims.  Campos  got 
the  work.  He  painstakingly  matched 
his  subjects'  results  against  industry 
averages,  company  histories  and  fore- 
casts. "You're  matching  wits  with 
people  who  know  their  industries  a 
lot  better  than  you  do,"  Campos  says 
proudly. 

In  1966  Campos  met  Robert  Vesco, 
who  wanted  Ernst  to  audit  his  Inter- 
national Controls  Corp.  Campos, 
then  36,  found  the  numbers  a  sham- 


bles. "Vesco  wanted  to  maximize 
profits  and  minimize  taxes — in  ways 
that  I  just  couldn't  allow,"  he  says. 
On  Campos'  advice,  Ernst  never  did 
the  audit. 

The  opportunity  to  go  out  on  his 
own  came  in  the  form  of  an  audit 
client  who  offered  Campos  $15,000  to 
help  him  go  public — only  months  af- 
ter Campos  had  become  an  Ernst  part- 
ner and  the  father  of  twin  girls.  Cam- 
pos jumped  at  it.  "I  took  a  big 
chance,"  Campos  grins  today.  "All 
red-blooded  American  college-grad 
accountants  wanted  to  be  partners  at 
a  big  firm,  and  here  I  was  giving  it  up. 
Ernst's  other  first-year  partners 
thought  I  was  nuts." 

Thanks  in  part  to  the  litigation  ex- 
plosion, Campos'  business  has  grown 
an  average  of  30%  a  year  for  the  last 
three  years.  A  potential  investigative 
audit  lurks  behind  every  legal  claim. 
Campos'  fees  go  up  to  $200  an  hour, 
but  the  clients'  potential  savings,  too, 
are  big. 

In  1985,  for  example,  a  Texaco  oil 
drill  broke  through  the  floor  of  Lake 
Peigneur  in  Louisiana,  flooding  a  Dia- 
mond Crystal  salt  mine  1,200  feet  be- 
low sea  level.  Diamond  sued  Texaco 
for  $200  million. 

Campos,  representing  Texaco, 
spent  months  reviewing  documents 
at  the  site.  He  called  in  engineers, 
who  reported  the  mine's  life  was  sub- 
stantially less  than  the  40  years  Dia- 
mond Crystal  had  claimed.  Econo- 
mists told  him  the  interest  rates  Dia- 
mond Crystal  had  used  to  determine 
the  mine's  discounted  present,  value 
were  too  high.  The  case  was  settled 
for  $25  million. 

Campos  always  takes  a  low-key  ap- 
proach. "Going  in  like  a  bull  in  a 
china  shop  is  hot  the  way  to  get  infor- 
mation," he  says.  Yet  he  is  occasion- 
ally thrown  out  of  an  office  or  refused 
the  documents  he  needs.  When  that 
happens,  Campos  &  Stratis  calls  in 
the  lawyers. 

Remember  the  1980  mgm  Grand 
Hotel  fire  in  Las  Vegas?  mgm  filed 
claims  for  $210  million  with  Kemper 
to  cover  the  loss  of  its  "growing"  busi- 
ness and  to  rebuild  the  hotel.  But 
Campos'  careful  checks  of  hotel  rec- 
ords showed  that,  except  for  the  week 
of  a  prize  fight  in  October,  bookings 
had  fallen  in  1980;  construction  rec- 
ords also  showed  that  mgm  included 
some  improvements  in  its  claim  for 
"rebuilding."  The  two  claims  were 
eventually  settled  for  about  $150 
million. 

The  future?  Campos  is  bullish.  He 
says  recessions  always  bring  more  ar- 
son and  fraud,  and  maybe  even  a 
flood.  ■ 
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The  green  Danube 


Easter)}  bloc  investor  Ronald  Lauder 
"It's  a  five-to-ten-year  call." 


W' hat's  Ronald  Lauder  been  up  to 
since  losing  the  race  for  mayor  of 
New  York  City  in  1989?  The  former 
U.S.  ambassador  to  Austria  is  tackling 
an  even  bigger  economic  mess:  Cen- 
tral Europe. 

Lauder,  46,  is  chairman  of  the  New 
York-based  Central  European  Devel- 
opment Corp.,  a  private  investment 
and  consulting  firm  he  cofounded  a 
year  ago.  An  heir  to  the  Estee  Lauder 
cosmetics  fortune  (his  older  brother, 
Leonard,  runs  the  company)  and 
great-grandson  of  a  Hungarian  emigre, 
Lauder  is  not  looking  to  make  a  fast 
buck  out  of  communism's  collapse. 
"It's  a  five-to-ten-year  call,"  he  says. 
Half  of  his  firm's  $80  million  capital 
comes  from  Lauder's  personal  for- 
tune; the  rest  comes  from  about  a 
half-dozen  investors,  who  include 
Olympia  &  York's  Albert  Reichmann 
and  Itel's  Sam  Zell. 

So  far  cEDc  has  invested  just  $10 
million — which  got  it  a  50%  stake  in 
the  Hungarian  General  Banking  &. 
Trust  Co.,  the  nation's  oldest  com- 
mercial  bank.   Although   its   invest- 


ment fund  sits  mostly  idle,  cedc  is 
active  on  the  former  communist 
scene.  As  part  of  its  booming  consult- 
ing business,  the  firm  is  helping  to 
find  a  buyer  for  Hollohaza,  one  of 
Hungary's  largest  glassmakers  (1990 
sales:  approximately  $20  million).  A 
midsize  East  German  engineering 
company,  ipro,  has  hired  Lauder's 
firm  to  improve  its  business  plan, 
standardize  accounting  and  find  a 
Western  partner  for  a  joint  venture. 

Lauder  is  working  both  sides  of  the 
Atlantic.  Johnson  &  Johnson  has 
hired  cedc  to  find  a  factory  to  make 
health  care  products  in  Czechoslova- 
kia. Also,  with  CEDc's  help,  Bell  At- 
lantic has  recently  landed  a  contract 
to  upgrade  the  antiquated  Czech  tele- 
phone system. 

In  Central  Europe  it  takes  contacts 
to  win  contracts.  So  Lauder  hired  such 
well-connected  executives  as  Mark 
Palmer,  former  U.S.  ambassador  to 
Hungary,  and  has  at  least  a  half-dozen 
well-connected  former  communists 
on  the  payroll.  Says  Lauder:  "They 
now  behave  like  pure  capitalists."  For 


a  real  flier,  Lauder  might  take  a  look 
at  the  resume  of  Polish  spy-turned- 
retailer  Marian  Zacharski  (see  stoiy.  p. 
4^>. — Katarzyna  Wandycz 


Prime-time  teaching 

Everybody  knows  kids  aren't  learn- 
ing what  they  should,  but  what 
can  anyone  do  about  it?  That's  the 
question  Marshall  Turner  is  tackling. 

Turner,  49,  is  the  new  chairman  of 
the  Corporation  for  Public  Broadcast- 
ing, the  government-sponsored  enter- 
prise that  funds  public  television  and 
radio,  cpb  runs  no  stations  and  makes 
no  programs,  but  it  controls  the  single 
largest  pool  of  money  (1991  budget, 
$300-million-plus)  that  keeps  public 
shows  on  the  air.  That  gives  cpb  a 
strong  influence  on  programming.       ' 

Trained  as  a  mechanical  engineer. 
Turner  developed  safety  systems  at 
General  Motors,  designed  toy  soldiers 
for  Mattel,  codesigned  an  implantable 
heart  pump  at  the  National  Institutes 
of  Health,  ran  the  short-line  Sierra 
Railroad  in  California  ("lumber 
downhill,  beer  uphill")  and  cofounded 
a  venture  capital  firm,  Taylor  &. 
Turner. 

As  former  chairman  of  kqed,  San 
Francisco's  major  public  tv  outlet. 
Turner  knows  that  the  thinking  on 
how  to  improve  programming  is  just 
beginning.  "We're  looking  for  more 
ideas  from  the  business  community," 
he  says.  Among  the  companies  in  his 
idea  search:  ibm.  Chevron,  Pacific 
Telesis,  Arco,  US  West  and  Union 
Carbide.  Look  for  more  technology 
companies  on  Turner's  future  lists. 
As  he  puts  it,  "From  my  venture  capi- 
tal experience  I  can  see  we  are  short 
on  scientists  and  long  on  lawyers." 

The  CPB  job  is  public  service — Tur- 
ner's annual  compensation  is  around 
$2,000 — but  helping  education  is  a 
noble  mission.  Can  the  airwaves  real- 
ly make  a  difference? 

"The  best  that  tv  and  radio  can  do 


I'uhlii:  Brocidcastinii's  Marshall  Turner 
More  inputfrom.  businesses. 
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may  be  to  change  expectations,  to 
show  people  where  they  aren't,"  an- 
swers Turner.  "We're  successful  with 
small  children,  and  with  older  people. 
But  we  need  to  attract  those  in 
between." — Jerry  Flint 


State  of  the  arb 

Arbitrage,  the  busmess  that  made 
Jvan  Boesky  famous,  seems  as 
dead  as  the  1980s.  But  one  sharp  arb 
keeps  raking  it  in — Paul  Gould,  45, 
who  runs  the  arbitrage  department  at 
Allen  &  Co.,  the  New  York-based  in- 
vestment bank.  Last  year  Gould 
wrung  a  roughly  15%  return  out  of  his 
$230  million  arbitrage  fund.  That 
may  well  have  made  him  the  best  in 
the  whole  business  of  placing  wagerS 
on  the  winners  and  losers  in  mergers 
and  acquisitions. 

Gould  never  bets  with  borrowed 
money,  and  he  listens  to  common 
sense  rather  than  to  the  rumor  mill. 
As  the  volume  of  mergers  and  acquisi- 
tions plunged  46%,  to  $203  billion  in 
1990,  most  arbs  marched  into  every 
deal  that  did  come  along.  Many 
bought  UAL  Inc.  on  the  bet  that  the 
airline's  unions  could  take  it  private. 
Others  snapped  up  American  General 
Corp.,  which  was  under  attack  from 
Torchmark  Co. 

But  Gould,  who  wound  up  on  Wall 
Street  after  getting  rejected  from  vet- 
erinary school,  knows  a  dog  when  he 
sees  one.  He  shorted  ual  twice — 
"Airlines  are  too  leveraged  already 
without  an  lbo,"  he  explains — mak- 
ing some  change  while  "The  Deal 
that  Wouldn't  Die"  was  killing  many 
arbs.  Gould  likewise  avoided  Ameri- 
can General,  rightly  suspecting 
Torchmark  could  not  get  takeover  ap- 
proval for  an  unfriendly  deal  in  the 
ten  states  in  which  the  insurance  sub- 
sidiaries are  domiciled. 

When  some  surviving  arbs  began 
experimenting  with  junk  bonds  last 
year,  Gould  stayed  away.  "I  don't  get 


FxonomLsl  /'cihiaii  l.iiulen 
The  consumer  knows  best. 


paid  to  be  a  bond  manager,"  he  says. 
For  much  of  1990  he  kept  his  pool, 
which  includes  Allen  &.  Co.'s  own 
capital  and  money  from  such  institu- 
tions as  the  World  Bank  and  Harvard 
University,  largely  in  cash. 

Once-powerful  arbitrage  depart- 
ments at  Prudcntial-Bache  and  Pres- 
cott.  Ball  &.  Turben  were  closed  down 
after  huge  losses  in  1990,  and  the 
number  of  active  arbs  has  been  halved 
to  a  few  dozen.  Which  is  good  for 
Gould:  Arbitrage  margins  will  widen 
again  as  money  and  talent  leave  the 
business.  "This  year  won't  be  as  bad 
as  everyone  thinks,"  predicts  Gould, 
whose  fund  currently  has  $160  mil- 
lion in  cash.  — Dyan  Machan 


Arbitrager-  Paul  Gould 
Surviving  on  common  sense. 


He  told  you  so 

W'  by  are  American  consumers 
such  good  economic  forecasters? 
"Because  they're  not  economists," 
laughs  Fabian  Linden,  an  economist. 
Linden,  58,  heads  the  Consumer 
Research  Center  at  the  Conference 
Board,  a  New  York-based  business 
think  tank.  He  bases  his  forecasts  on 
consumers'  own  sentiments.  Each 
month  4,000  people,  randomly  cho- 
sen nationwide,  answer  Linden's  sev- 
en-item questionnaire.  They  rate  the 
economy's  condition,  guess  its  future 


course  and  reveal  any  big-ticket  pur- 
chases they  are  planning  to  make. 

Linden's  Consumer  Confidence  In- 
dex has  been  far  better  at  forecasting 
recessions  than  have  been  most  econ- 
omists' econometric  models  (Forbes, 
/CD I  21.  IWI).  The  last  three  reces- 
sions—1981-82,  1974-75  and  1969- 
70 — were  foreshadowed  three  to  six 
months  before  they  began  by  a  drop  in 
Linden's  index.  Conversely,  the  index 
anticipated  recoveries  months  ahead 
of  other  economic  statistics. 

Linden's  index,  along  with  a  small- 
er consumer  survey  compiled  by  the 
University  of  Michigan,  is  classified 
as  a  leading  indicator  by  the  U.S.  De- 
partment of  Commerce.  While  other 
leading  indicators  measure  trends  at 
least  a  month  old,  the  Consumer  Con- 
fidence Index  provides  what  Linden 
calls  "instant  playback." 

With  the  Consumer  Confidence  In- 
dex currently  sitting  at  a  very  low 
61.3,  compared  with  a  1985  base  of 
100,  Linden  is  decidedly  gloomy 
about  the  short  term.  The  index  re- 
treated 17%  after  Iraq's  invasion  of 
Kuwait  and  fell  an  unprecedented 
27%  in  October.  In  November  and 
December  it  dropped  slightly.  "The 
consumer  is  concerned,"  warns  Lin- 
den, "and  a  concerned  consumer  is  a 
cautious  spender." — Martin  Kihn 


FORBES,  FEBRUARY  4,  1991 


137 


Graham  Hawkes  opens  the 


Innovative  and  reliable  Parker  motion- 
control  technology  helped  man  reach 
the  moon.  It  was  also  at  work  when 
Graham  Hawkes  successfully  dove 
3,000  feet  -  man's  deepest  solo  ocean 
dive  -  into  the  last  frontier:  the  sea. 

Pioneering  the  technology  to 
harvest  the  wealth  of  the  sea.  Hawkes 
and  his  team  from  Deep  Ocean 
Engineering  have  created  Deep  Flii^lif 
-  an  innovative  exploration  vehicle 
for  the  sea.  Deep  Flight  adapts 
modem  aerospace  technology  that 


allows  submersible  vehicles  to  soar 
under  water  much  as  aircraft  soar  into 
the  sky. 

Hawkes  and  his  company  specify 
Parker's  highly  reliable  valves, 
connectors,  and  hoses  for  their  unique 
submersibles,  which  propel 
themselves  to  depths  as  great  as  seven 
miles  down  into  the  water.  Parker  was 
Hawkes'  logical  choice  because  the 
company's  motion-control  expertise 
spans  aerospace,  marine,  industrial, 
and  automotive  technologies. 


Parker  has  also  achieved  trusted 
partnership-supplier  relationships 
with  other  high-technology  companies 
-  both  large  and  small  -  around  the 
world.  These  partnerships  have  helped 
make  Parker  a  $2.45  billion-per-year 
leader  in  the  motion-control  industry. 

For  Parker's  fiscal  1990  annual 
report,  write:  Parker  Hannifin 
Corporation,  Dept.FB- 15.  17325 
Euclid  Avenue,  Cleveland,  Ohio 
441 12-1290.  For  product  information, 
customers  may  call  1-800-C-PARKER. 


A  partnership  In  vital  technologies 


Parker 


(PH-NYSE) 


The  Forbes  Wall  Street  Review 


By  Eric  S.  Hardy 


Wall  Street  got  off  to  a  terrible  start  in 
1991,  with  a  135-point  drop  in  the 
Dow  industrials  during  the  first  two 
weeks.  Fans  of  technical  analysis 
have  further  reason  to  be  depressed: 
The  market  is  exhibiting  lackluster 
trading  volume,  and  many  fewer 
stocks  are  hitting  new  highs  than  are 
hitting  new  lows.  One  good  reason  for 
the  jitteriness  is  uncertainty  about 
resolution  of  the  Persian  Gulf  mess; 
another,  of  course,  is  the  recession 
that  may  already  be  under  way. 

The  cancelation  of  the  A- 12  naval 
bomber  program  was  a  setback  for 
McDonnell  Douglas  and  General  Dy- 
namics, the  two  prime  contractors. 
But  Prudential-Bache  analyst  Paul 
Nisbet,  taking  a  contrarian  view,  says 
the  worst  is  probably  over  for  some 
defense  stocks.  He  sees  buying  oppor- 
tunities in  high-quality,  diversified 
defense  contractors  like  Boeing,  Mar- 
tin Marietta  and  Raytheon.  "Even  if 
there's  no  trouble  in  the  Middle  East 
and/or  the  defense  budget  is  cut  fur- 
ther, it's  not  like  these  companies  are 
going  out  of  business,"  says  Nisbet. 
At  45 Vs,  Boeing  sells  at  9  times  pro- 
jected earnings  for  1991;  Raytheon 
trades  at  67y4  for  an  estimated  price- 
to-earnings  multiple  of  8. 

Although  Northrop  derives  89%  of 
its  revenues  from  the  federal  govern- 
ment, Nisbet  also  rates  it  a  buy  on 
fundamentals.  At  a  recent  17,  Nor- 
throp trades  at  80%  of  book  value  and 
offers  a  7%  yield. 


The  overall  market' 

4000 

1  Wilshire  index 

1    1  200-day  moving  average 

/V^ 

y^ 

'A^ri 

3000 

The  Wilshire  index  as  of  1/10/91 
Market  value:  $2,740.2  billion 
Price/book:  3.1 

jy/y 

^ 

jy 

V    - 

P/E;  14.3 

r/ 

2000 

"~  Yield;  3.6%                           mJ^ 

jy 

Performance 

Price 

Total  return 

Last  4  weeks 

-MX 

-4.4% 

Since  12/31/90 

-4.4 

-4.4 

Since  peak  (10/9/89) 

-15.9 

-12.3 

1000 

1               1               1 

Since  5-year  low  (1/22/86) 
1               1               1 

40.5 
1               1 

66.4 

1 

■82             '83            '84             '85 

'86            '87            '88 

'89 

'90            '91 

^mtk    The  Best  Performing  Stocks 


Company 
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2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  vol^ 

Navistar  International 

2'/8 

44% 

NM 

7,627 

1.4 

Comdisco 

21'/8 

19 

10 

1,137 

2.1 

Xerox 

39^4 

15 

7 

5,326 

1.6 

Teledyne 

\%y% 

14 

9 

1,275 

1.2 

Gulf  States  Utilities 

11'/? 

14 

NM 

1,572 

0.8 

^39  The  Worst  Performing  Stocks  mm 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)^ 

Rel  voP 

McDonnell  Douglas 

IVh 

-31% 

4 

5,412 

2,5 

United  States  Cellular 

15 1/8 

-22 

NM 

49 

0.6 

Enron  Oil  &  Gas 

17/8 

-22 

46 

410 

1.4 

First  Interstate  Bancorp 

20/2 

-18 

NM 

2,046 

0.6 

First  Fidelity  Bancorp 

UM 

-17 

NM 

809 

0,8 

Closeup  on  the  Market 

Index  or  investment 

Price 

2-week  change 

Index  or  investment 

Price  or  rate 

2-week  change 

Wilshire  index 

6,000  stocks,  capitalization  weighted 

2,963,7 

-3.9% 

Europe,  Australia,  New  Zealand  and  Far  Easf 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

769.90 

-1,6% 

Wilshire  index 

6,000  stocks,  equal  weighted 

16.9 

1.2 

Institutional^ 

Approximately  200  slocks  with  high  institutional  ownership 

93,67 

-3.8 

Dow  Jones  industrials 

30  stocks,  divisor-adjusted  price  average 

2,498-8 

-4,8 

Individual^ 

Approximately  200  stocks  with  low  institutional  ownership 

79.84 

-1,7 

S&P  500 

Capitalization  weighted  cross  section,  major  stocks 

314.5 

-4.2 

Russell  2000  index 

2000  stocks  with  small  market  values,  capitalization  weighted 

127,56 

-2.3 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

172.4 

-3,9 

Gold^  (composite  quote  of  6  major  dealers) 

$390,40 

1.4 

Yen^  {per  $U,S  ) 

134.20 

-1.6 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

299.0 

-1,5 

Commodity  index^  (CRB  futures  index,  1967  =  100) 

220.60 

-0.3 

Nasdaq 

Capitalization  weighted,  all  Issues  except  warrants 

361.9 

-2.5 

Oil^  (W  Texas  Intermediate) 

$27.70 

3.7 

T  bills^  (90  days) 

6.22% 

-25  basis  points' 

284.2 

-1.7 

Amex  international  market  index 

Capitalization  weighted,  50  largest  ADIfs 

Broker  loan  rate^ 

9,00% 

-25  basis  points' 

Note:  All  data  for  periods  ending  1/10/91.  Wilshire  index,  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  index  was  created.  Stocks  listed  above  have  market  capitalizations  of  $500  million  or  more.  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
Average  daily  volume  over  a  2-week  period,  'Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  over  the  preceding  3  months.  "Morgan  Stanley 
Capital  International  Perspective.  ^For  period  ending  1/11/91.  A.  Aibel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  'Knight-Ridder  Financial 
Information.    A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point   N.M    Nnt  meaningful 


FORBES,  FEBRUARY  4,  1991 


139 


Vew  Issues  Review 


By  Robert  Balancia 


The  biggest 

Company/business 

Exchange 

Offer 
date 

Offer 
price 

Recent 
price 

Offering 
(Imil) 

Lead 
underwriter 

Performance  to  date 
absolute     rel  to  mkt-^^ 

Am  Waste  Svcs/waste  mgmt  svcs 

N 

10/4/90 

10 

12  '/4 

$48 

Goldman  Sachs 

23% 

116 

Neozyme/pharmaceuticals 

0 

10/26/90 

23 

28 '/4 

46 

PaineWebber 

23 

113 

In  Focus  Systems/electronics 

0 

12/20/90 

9'/2 

11 

•   24 

Bear  Stearns 

16 

116 

Health  Risk  Mgmtconsulting  svcs 

0 

12/19/90 

11 

14 

15 

Wessels  Arnold 

27 

127 

Northrim  Bank/bank  holding  co 

0 

11/5/90 

8 

8'/4 

9 

Wedbush  Noble  Cooke       3 

98 

Universal  Intl/wholesaling 

0 

10/12/90 

5 

5 'A 

5 

Craig-Hallum 

5 

95 

Car  Mart/consumer  finance 

0 

12/11/90 

3 

2V8 

4 

DH  Blair 

-10 

89 

Air-Cure  Environmental/filtration  prods 

0 

12/14/90 

5'/8 

5'/? 

4 

Rosenkrantz  Lyons 

8 

107 

Pamet  Systems/computer  networks 

0 

11/1/90 

5 

6 

4 

AS  Goldmen 

20 

112 

Everest  Medical/medical  svcs 

0 

12/6/90 

3% 

4'/4 

4 

Miller  Johnson 

13 

113 

Performance  Update 


The  best 

Company/business 

Offer 
price 

Offering 

($mil) 

Lead 
underwriter 

Performance  to  date 
absolute       rel  to  mkt^ 

Health  Risk  Mgmt/consulting  svcs 

11 

$14 

Wessels  Arnold 

27% 

127 

Neozyme/pharmaceuticals 

23 

46 

PaineWebber 

23 

113 

Am  Waste  Svcs/viraste  mgmt  svcs 

10 

48 

Goldman  Sachs 

23 

116 

Pamet  Sys/computer  networks 

5 

4 

AS  Goldmen 

20 

112 

In  Focus  Sys/electronlcs 

9'/2 

24 

Bear  Stearns 

16 

.116 

The  new-issues  market  was  miserable 
in  1990.  Accordmg  to  Securities  Data 
Co.  of  Newark,  N.J.,  initial  public  of- 
ferings (excluding  adrs,  closed-end 
funds  and  limited  partnerships) 
dropped  from  $4.9  billion  in  1989  to 
slightly  less  than  $4  billion.  This  is 
the  worst  showing  since  1984,  when 
$2.7  billion  was  raised.  "The  market 
is  very  emotional,  and  the  Persian 
Gulf  crisis  has  had  a  chilling  effect  on 
new-issue  and  equity  filings,"  says 
Thomas  Piper,  a  managing  director  at 
Dillon,  Read.  The  backlog  of  new  is- 
sues in  registration — a  good  indicator 
of  what's  ahead — is  an  unimpressive 
$2.3  billion. 

During  the  third  quarter  of  1990, 
the  tenth-largest  new  issue  had  an 
offering  value  of  $41  million.  Last 
quarter  Everest  Medical,  a  $4  million 
offering,  was  the  tenth-largest  ipo.  In 
the  fourth  quarter  there  were  only  five 
new  deals  over  $5  million  in  size. 
That's  why  we  had  to  drop  our  mini- 
mum cutoff  for  tracking  ipos  from  $5 
million  to  $3  million. 

For  the  year,  energy  remained  the 
most  active  sector  of  the  weak  ipo 
market.  Despite  the  invasion  of  Ku- 
wait, there  weren't  any  energy-related 
issues  going  public  in  the  final  quar- 
ter. But  in  the  first  three  quarters  the 
oil  and  gas  industry  raised  a  total  of 
$739  million,  enough  to  put  it  in  first 
place  for  the  year. 

Notes;  Initial  public  offerings  ol  tommon  equities  with  offer  date  of  9/30/90  to  12/31/90,  offering  price  of  $2,50  or  more  and  offering  value  of  $3  million  or  more.  Closed-end  funds, 
limited  partnerships,  and  ADRs  (Amencan  Depositary  Receipts)  of  corporations  already  traded  m  foreign  countries  are  excluded,  as  are  REITs  and  spinoffs.  'Last  quarter.  -The 
ending  value  of  $100  invested  in  the  stock,  divided  by  the  ending  value  of  $1  invested  in  the  market, ^Latest  12  months.     Source:  Securities  Data  Co. 


The  worst' 

Company/busmess 

Offer 
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Offering 
($mil) 

Lead 
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Performance  to  date 
absolute       rel  to  mkt ' 

Car  Mart/consumer  finance 

3 

$4 

DH  Blair 

-10% 

89 

Digital  Biometrics/computer  prods 

3 

4 

RJ  Steichen 

0 

99 

Northrim  Bank/bank  holding  co 

8 

9 

Wedbush  Noble 

-3 

98 

Universal  Intl/wholesaling 

5 

5 

Craig-Hallum 

5 

95 

Express  Cash  Intl/pawn  shops 

6 

4 

Commonwealth  Assoc 

6 

106 

The  most  active  investment  bankers^ 

industries  going  publ 

c^ 

Underwriter 

Total 
offerings 

Total 
raised 
($mil) 

Industry 

Total 
offerings 

Total 
raised 
{$mil) 

Goldman  Sachs 

8 

$992 

Oil  &  gas  svcs 

13 

$739 

Alex  Brown  &  Sons 

16 

433 

Magazine  publishing 

1 

420 

First  Boston 

4 

283 

Computer  systems 

10 

326 

PaineWebber 

10 

274 

Electronics 

10 

262 

Morgan  Stanley 

7 

241 

Insurance 

4 

219 
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WHEN  WE  MAKE  A  PROMISE,  THERE'S  NO 
TELLING  HOW  FAR  WE'LL  GO  TO  KEEP  IT 

rhat  first  giant  leap  for  mankind.  Trips  to  map  Venus  and  Mercury,  dig  for  life  on  Mars,  and  swing  past  the  outer 
planets  to  discover  rings  upon  rings,  one  active  volcano  and  a  host  of  new  moons. 

If  you're  into  the  spirit  of  exploration,  you're  in  our  element.  We're  Inco,  once  known  as  the 
International  Nickel  Company. 

High-performance  nickel  alloys  -  proven  here  on  Earth  -  have  been  on  board  since  the  very 
first  countdown.  Including  Voyager  2,  the  star  performer  that  brought  us  the  picture  above. 
Inco  nickel  sales  are  about  equal  in  Europe,  North  America  and  Asia.  In  fact,  we  account  for  one  third  of  the 
lickel  supplied  to  these  markets.  And  80  per  cent  of  our  production  is  spoken  for. 

As  a  resource -based  multinational,  we're  committed  to  the  ■  ^1^  ^B  ^1^ 

exploration  of  new  fi-ontiers.  A  promise  that's  extended  our  limits  III  %■  ^iP 

:o  be  the  best  on  Earth.  And  got  us  where  we  are  today.  STRONGER  FOR  OUR  e:kperience 

For  more  information,  write  Director,  Investor  Relations,  Inco  Limited,  One  New  York  Plaza,  N.Y.,  10004. 


In  1990,  Forbes 

went  in  a  different  direction  than 

aiqr  other  major  business  magazine. 


Last  year,  when  ad  budgets  were  squeezed  tighter  than  ever, 
how  come  Forbes  had  its  all-time  record  year  in  advertis- 
ing? Because  when  times  get  tough  and  the  chips  are  down, 
it  is  the  gutsy  editorial  of  Forbes  that  counts.  In  fact,  we  had 
the  kind  of  year  that  our  competitors  would  envy. 
For  instance  in  1990: 

•  Forbes  is  the  only  major  business  magazine  up  in 
advertising  pages. 

•  Forbes  is  the  only  major  business  magazine  up  in 
revenues. 

•  Forbes  is  the  only  one  that's  up  in  computer  advertising. 

•  Forbes  is  the  business  leader  in  many  categories.  Such 
as  automotive,  travel,  business  services,  and  luxury 
goods. 

•  Biweekly  Forbes  ranks  second  among  all  magazines 
in  total  advertising  pages.  The  only  one  ahead  of  us— 
for  now — is  a  weekly. 

•  Forbes  has  a  higher  ratio  of  edit  to  ads  than  either 
Business  Week  or  Fortune. 


•  Forbes  is  the  winner  of  the  prestigious  Gerald  Loeb  Award 
For  Distinguished  Business  Journalism. 

So  why  in  such  a  difficult  year  has  Forbes  continued 
to  surge  ahead?  Because  Forbes  has  hard-hitting,  gutsy 
reporting. 

Once  we  tackle  a  story,  other  magazines  often  follow 
our  lead.  But  none  of  them  offers  the  insight  that  Forbes 
does. 

In  fact,  Forbes  gives  the  upper  echelons  of  American 
business  more  company  stories,  better  information  and 
more  penetrating  analyses 
than  any  of  our  major 
competitors. 

So  if  you  want  your  ads  to 
work  harder  at  reaching  the 
executives  who  really  count, 
give  them  the  right  direction. 
Forbes. 


No  guts.  No  Story. 


Forbes 

Capitalist  Ipol 


Capital  Markets 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


Buying  bonds  in  small  amounts  should 
not  be  a  major  hassle.  Alas,  for  many 
investors,  it  is. 

HOW  TO  BUY  A  BOND 


own  position.  It  acts  solely  as  a  bro- 
ker. It  will  either  try  to  buy  what 
the  customer  wants,  or  will  find 
alternatives. 

Because  a  specific  issue  might  be 
hard  to  buy — the  issue  itself  might 
be  small,  or  sellers  scarce — be  pre- 
pared to  accept  substitute  sugges- 
tions. The  alternatives  ought  to  be 
roughly  comparable  in  quality,  ma- 
turity, call  date,  call  price  and  yield. 
But  don't  be  put  off  if  the  broker 
initially  offers  something  other 
than  what  you  asked  for. 

Better  yet,  don't  pick  just  one  is- 
sue. Tell  your  sales  representative 
the  qualities  you  want:  A  yield  of  so 
much,  with  a  particular  maturity, 
tax-exemption,  and  so  on.  If  you're 
buying  municipals,  you  probably 
want  a  particular  state's  bonds. 
Things  like  that  will  make  the 
search  easier. 

Insisting  on  just  one  issue  may,  in 
fact,  increase  your  costs,  if  you're 
dealing  with  a  wire  house.  The  bond 
market  is  not  a  brokerage  but  a  deal- 
er market.  In  case  a  particular  bond 
is  not  available  in  the  wire  house's 
inventory,  your  trader  may  have  to 
buy  the  bond  from  a  different  firm, 
which  would  result  in  added  costs. 

The  bond  desk  will  normally  first 
check  to  see  if  the  issue  you  want  is 
listed  on  the  Automated  Bond  Sys- 
tem, an  arm  of  the  New  York  Stock 
Exchange.  Not  too  many  are.  Most 
bonds  are  traded  over-the-counter. 

If  the  bonds  aren't  listed,  make 
sure  your  firm  goes  to  a  bond  dealer 
who  deals  primarily  with  other  bro- 
kers, not  with  the  public.  The  deal- 
ers have  large  inventories  of  bonds, 
and  if  they  do  not  have  the  bond  in 
their  inventory,  they  will  offer  com- 
parable issues.  Failing  that,  push 
your  salesman  to  consult  the  "yel- 


Every  so  often  I  write  a  column  that 
triggers  mail  from  readers  along 
these  lines:  "My  financial  planner 
could  not  buy  the  bonds  you  men- 
tioned. They  are  not  listed.  They  are 
available  only  in  $250,000 
amounts."  And  so  on. 

In  most  cases,  these  complaints 
could  easily  be  avoided  if  customers 
knew  what  to  do — and  their  brokers 
were  more  knowledgeable  and  co- 
operative. Buying  bonds  in  small 
amounts  is  sometimes  difficult.  But 
it  can  be  done — with  a  little  perse- 
verance. Here  are  some  tips  on  how 
to  do  it. 

Almost  all  bonds  can  be  pur- 
chased in  retail  amounts,  that  is, 
some  $10,000  or  more.  Most  major 
wire  houses  that  specialize  in  equi- 
ties have  a  separate  retail-oriented 
bond  desk.  A  retail  investor  likely 
to  invest  mostly  in  bonds  may  ask 
the  branch  office  manager  at  the 
brokerage  for  advice  about  choosing 
a  broker.  Most  brokers  deal  in  many 
types  of  securities,  and  thus  their 
knowledge  of  bonds  varies. 

Quick  &.  Reilly,  a  discount  bro- 
ker, for  example,  has  a  bond  desk 
staffed  by  informed,  willing  person- 
nel. Like  most  discount  brokers,  the 
firm  does  not  buy  securities  for  its 

Bert  Weberman  is  a  columnist  of  Forbes 
magazine. 


low  sheets,"  the  bond  equivalent  of 
stocks'  "pink  sheets,"  published 
daily  by  the  National  Quotation  Bu- 
reau, Inc. 

The  sheets  list  about  5,000  offer- 
ings by  dealers  who  make  markets 
in  over-the-counter  bond  issues. 
"The  Bloomberg,"  a  bond  database 
on  a  video  screen,  published  by 
Bloomberg  Financial  Markets,  is 
available  at  just  about  every  securi- 
ties dealer.  The  service  lists  bond 
prices  and  yields  offered  for  sale  by 
dealers  to  other  dealers. 

Wire  houses  like  Merrill  Lynch, 
Prudential-Bache  or  Shearson  Leh- 
man have  their  own  inventories  and 
their  own  trading  desks.  They  look 
first  at  their  own  positions  to  see  if 
they  hold  the  requested  issue.  Then 
they  may  check  the  New  York  Bond 
Exchange,  and  the  abs,  to  see  if  the 
security  is  listed  and  if  any  bonds 
are  available.  If  not,  further  search  is 
pretty  much  up  to  the  decision  of 
the  bond  trader.  He  may  confine  the 
choice  to  other  issues  already  held 
in  the  firm's  inventory,  or  he  may 
go  to  other  trading  desks.  It  all  de- 
pends on  how  valuable  the  inves- 
tor— client — is  considered. 

As  a  result,  requests  made  at  the 
wire  houses  can  sometimes  come 
up  empty-handed.  Faced  with  a 
complicated  inquiry  from  a  retail 
customer,  concedes  a  bond  analyst 
at  one  major  firm,  "I  think  an  awful 
lot  of  brokers  would  either  just  re- 
fuse |to  fill  the  order]  outright,  or 
would  one  way  or  another  not  help 
the  customer." 

To  test'this  theory,  a  Forbes  writ- 
er called  Merrill  Lynch  to  place  an 
order  for  $2,000  of  Commonwealth 
Edison  12s,  due  2017.  This  issue  is 
readily  available  over-the-counter. 
But  the  broker  couldn't  find  it  listed 
on  ABS,  and  because  Merrill's  bond 
desk  didn't  have  it  in  inventory  that 
day,  the  broker  said  it  wasn't  avail- 
able. Nor  did  the  broker  offer  any 
alternative  suggestions,  though,  in 
fact,  several  comparable  issues  were 
available  that  day,  including  Du- 
quesne  Funding  Corp.  11.95s,  ma- 
turing 2016. 

The  best  price  strategy  is  proba- 
bly to  order  through  a  discount  bro- 
kerage firm,  which  will  charge  an 
average  of  1%  to  2%  for,  say,  a 
$10,000  order.  Quick  &  Reilly,  for 
example,  charges  1%  of  the  face  val- 
ue of  the  bond,  or  $5  per  bond, 
whichever  is  lower.  The  minimum 
per  trade  is  $37.50.  The  wire  houses 
tend  to  charge  at  least  2% — and 
more  if  they  can  get  it.  ■ 
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The  Contrarian 


MONEY  &  INVESTMENTS 


The  current  stock  market  looks  a  lot  like 
1970-73-  Now,  as  then,  huge  opportuni- 
ties are  in  the  making. 

A  TWO-TIER 
MARKET 


By  David  Dreman 


Index 


S&P  500" 


The  stock  market  in  1990  was  like  a 
wide-open  football  game:  First  the 
bears,  then  the  bulls  piled  up  big 
scores,  only  to  see  the  game  end  as  a 
squeaker,  with  the  s&.p  500  down 
fractionally.  However, 
the  major  gyrations  in 
the  S&P  masked  a  critical 
underlying  trend  that 
could  provide  some  ma- 
jor opportunities  ahead. 

The  most  important 
feature  of  the  1990  mar- 
ket was  its  two-tier  na- 
ture: The  S&P  (and  the 
Dji)  performed  far  better 
than  other  stock  indexes, 
as  the  table  here  indi- 
cates. Last  year  the  Value 
Line  (which  equally 
weights  1,700  compa- 
nies) was  down  24.3%,  or 
almost  four  times  as 
much  as  the  s&p  500, 
while  the  Russell  2000 
(small  caps)  declined 
21.5%  and  Nasdaq  (over- 
the-counter)  dropped  17.8%  (not  ad- 
justed for  dividends). 

But  the  disparity  does  not  stop 
here.  Even  within  the  s&p  500  the 
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discrepancy  between  the  largest- 
and  smallest-cap  stocks  was  enor- 
mous. The  100  largest  companies, 
which  represent  over  60%  of  the 
index'  value,  were  down  only  2.6%, 
compared  with  20%  for  the  100 
smallest  caps.  The  lower  the  mar- 
ket cap,  the  worse  the  performance 
within  the  index.  The  table  clearly 
shows  that  in  both  1989  and  1990 
most  stocks  substantially  underper- 
formed  the  s&p  500,  which  is  domi- 
nated by  the  100  largest  caps.  For 
the  two  years,  for  example,  the  100 
largest  stocks  in  the  s&.p  outper- 
formed the  Value  Line  by  an  as- 


The  new  two-tier  market 


Large-cap  stocks  blew  out  their  small-cap  brethren 
within  and  outside  the  S&P  500  in  the  past  two 
years.  But  the  enormous  differential  in  performance 
forbodes  a  change  not  far  off. 


1989 


1990 


2-yeat 

compound 

return 


27.3% 


-6.6% 


18.9% 


S&P  100  largest  caps"'       33.2 


-2.6 


29.7 


S&P  400*^ 


25.6 


-13.0 


9.3 


Value  Line* 


11.2 


-24.3 


-15.8 


Russell  2000' 


14.2 


-21.5 


-10.3 


Nasdaq* 


19.3 


-17.8 


-2.0 


•Not  dividend-adju.sted,     'lOO  lurgest  caps  in  S&P  SOO  equally  weighted 
■^Other  400  companie.s  in  S&P  500  equally  weighted. 


toundmg  55%. 

Even  within  the  s&p's  100  largest 
market  caps,  there  was  a  tremen- 
dous difference  in  returns  between 
the  highest-  and  lowest-p/E  groups. 
The  highest  20%  of  p/es  in  the  larg- 
est-cap group  returned  62%  for  the 
two-year  period,  compared  with 
only  11%  for  the  lowest-p/E  stocks. 


We  have  not  had  a  two-tier  mar- 
ket like  this  since  1970-73.  While 
thousands  of  stocks  are  down  sharp- 
ly in  the  past  two  years  and  off  even 
more  from  their  1987  highs,  a  hand- 
ful of  large-cap  stocks  that  investors 
believe  to  be  almost  immune  to  eco- 
nomic conditions  continue  to  flour- 
ish. Then,  as  now,  lots  of  people 
think  this  small  group  of  supposed- 
ly sacrosanct  companies  will  be 
able  to  provide  higher  earnings  an- 
nually almost  to  the  hereafter.  But 
1973-74  is  a  clear  warning  of  what 
will  happen  to  the  new  Nifty  Fifty  if 
they  falter  either  because  of  earn- 
ings disappointments  or  because  in- 
vestor preferences  change.  When 
the  market  disintegrated  in  the  ear- 
ly 1970s,  the  top  tier  dropped  al- 
most 90%  and  lagged  for  years. 

While  the  current  excesses  are 
not  as  pronounced  in  the  top  tier  as 
they  were  in  the  early  1970s,  they 
are  almost  as  harsh  on  the  out-of- 
favor  groups.  Companies  that  are 
small  or  medium-size  or  whose 
near-term  earnings  prospects  are 
disappointing  are  relegated  to  the 
darkest  corners  of  the  bargain  base- 
ment. The  disparity  between  the 
loved  and  unloved  is  near  its  widest 
spread  in  almost  two  decades. 

History  has  shown  that  severe 
valuation  extremes  do  not  last  long. 
The  likely  course,  since  most 
stocks  are  reasonably 
priced,  even  discounting 
a  fairly  severe  recession, 
is  to  see  a  major  imp^-ove- 
ment  in  the  relative  per- 
formance of  small  caps, 
cyclicals  and  other 
groups  badly  out  of  favor. 
Just  as  these  groups  have 
lagged  dramatically  for  a 
considerable  period, 

there  is  a  good  chance 
they  will  outstrip  the 
top-tier  group,  as  inves- 
tors begin  to  focus  on 
higher  company  earnings 
beyond  the  recession. 

Here  are  five  1ow-p/e 
small-cap  stocks  that 
look  undervalued: 

Blair  Co)p  (36)  trades  at 

a  p/e  of  9,  yielding  6.1%. 

Collective  Bancotp  (7)  trades  at  a 

near  50%  discount  to  book,  a  p/e  of 

5  and  yields  3.4%. 

Foote.  Cone  &  Reldiug  (19)  has  a  p/e 
of  10  and  yields  6.1%. 

Garan  Inc.  (25)  trades  at  a  p/e  of  6, 
yielding  5%. 

Gibson  Greetings  (24)  trades  at  a  p/e 
of  9,  yielding  1.4%.  ■ 


9/1/87  to 

12/31/90 

return 


0.1% 


6.0 


-6.8 


-31.5 


-23.7 


-17.8 
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dl  of  us  have  dreamlands.  A  special  place  to  call  our 
own.  Safe.  Unhurried.  Fun,  of  course,  but  much  more.  A 
place  that's  unspoiled,  where  you  and  nature  can  get  it  all 
together. 

Forbes  Inc.,  publisher  of  Forbes  Magazine,  through 
its  incredibly  successful  Colorado  land  subsidiary,  Sangre 
de  Cristo  Ranches,  is  selling  homesites  on  over  12,500  glori- 
ous acres  of  untouched  land  nestled  on  The  Lake  of  the 
Ozarks  in  central  Missouri. 

The  average  lot  size  of  much  of  this  land  is  6  acres,  with  a 
minimum  of  3  right  up  to  1 5  acres .  The  price  for  most  of  these 
lots  is  $7,500*,  and  each  is  divisible  into  at  least  2  lots.  This 
means  that  purchasers  can  dispose  of  the  added  lot  to  their 
children,  relatives  or  friends.  And:  camping  is  permitted  on 
some  lots!  You  can  purchase  your  homesite  with  9%  financ- 
ing and  monthly  payments  of  only  1  %  of  the  purchase 
price.  It's  an  opportunity  for  all  time,  for  all  seasons. 

*Price  subject  to  chanj^c  without  notice 

Forbes  Lake  of  the  O^rks 

Box    303,  Fort  Garland,  CO  81 133 

Without  obligation,  please  send  me  more  information 
on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name. 


Address. 


City/State/Zip . 
Telephone 


or  phone  816/438-2801 


10A6 


otain  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything.  No  Federal  agency  has  judged  the  merits  or  value,  if  any,  of  this  property.  Equal  Credit  and  Housing 
pportunity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or 
ase  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  .  A  copy  of  the  offering  statement  is  available,  upon  reque^.  from  Sangre  de 
risto  Ranches.  NYA88-178 


Wall  Street  Irregular 


MONEY  &  INVESTMENTS 


By  mark  Hulbert 


Believe  it  or  not,  active  switching  into 
and  out  of  the  market  can  reduce  risk, 
but  often  at  the  price  of  a  reduced  return. 

UNFORESEEN 
CONSEQUENCES 


posed  their  followers  to  the  fewest 
risks.  That's  right:  More  switching 
meant  less  risk.  The  timing  letters 
whose  portfolios  were  less  volatile 
than  the  market  turned  out  to  be 
those  which  switched  the  most;  the 
most  volatile  portfolios  belonged  to 
the  least  frenetic  switchers.  Those 
timing  letters  whose  largest  month- 
ly loss  over  these  six  years  was  less 
than  half  as  great  as  the  market's 
issued  switch  signals  three  times  as 
frequently  as  the  letters  which  pro- 
duced the  largest  losses. 

This  flies  in  the  face  of  the  old 
wisdom  that  says  that  in-and-out 
traders  always  die  broke.  One  rea- 
son these  in-and-outers  needn't  die 
broke  is  that  they  need  not  neces- 
sarily incur  any  transaction  costs — 
commissions  and  spreads — in  their 
trading.  The  existence  of  big,  no- 
load  mutual  funds  now  makes  cost- 
free  switching  simple  and  almost 
costless  to  the  trader.  But  pause  be- 
fore you  subscribe  to  a  gaggle  of 
frenetic  switch  services.  Note  that 
on  average  these  more  active  timers 
paid  a  price  for  their  lower  risk.  Be- 
cause they  were  so  quick  to  get  out 
of  stocks  in  anticipation  of  a  market 
decline,  most  ended  up  missing  out 
on  at  least  some  of  the  ensuing  ral- 
lies. Overall,  the  average  market 
timer  who  was  willing  to  tolerate 
larger  paper  losses  through  the  mar- 
ket's corrections  ended  up  making 
more  money. 

Consider,  for  example,  the  most 
active  timing  system  the  iii-d  has 
tracked  since  1985.  This  is  the 
Short-Term  Trend  Indicator  of  Mar- 
tin Zweig's  Zweig  Foreatst.  Zweig's 
model  switches  into  and  out  of  the 
market  more  than  14  times  a  year 
on  average.  I  calculate  that  an  inves- 
tor who  switched  between  the  Wil- 


Can  market  timmg  add  value?  Are 
there  any  benefits  in  frequent  trad- 
ing in  and  out  of  the  stock  market? 
New  light  is  shed  on  this  age-old 
question  by  a  Hiilhert  Financinl 
Digest  review  of  53  market  letters 
whose  authors  attempt  to  time  the 
market.  My  surprising  conclusion  is 
that  the  typical  market  timing  let- 
ter does  add  value,  but  not  in  the 
way  that  most  market  timers  think 
they  do.  It  turns  out  that  the  value 
of  the  average  market  timing  letter 
lies  in  reducing  risks,  not  in  beating 
the  market. 

For  this  study,  we  measured  the 
worth  of  just  the  timing  advice  pro- 
vided by  these  letters,  ignoring  how 
good  or  bad  they  also  might  be  at 
picking  individual  stocks  or  mutual 
funds.  We  did  this  by  crediting  each 
market  timer  with  the  performance 
of  the  Wilshire  5000's  total  return 
index  when  they  were  in  equities 
and  with  the  T  bill  rate  when  they 
were  out  of  equities. 

Here's  what  we  found:  Over  the 
past  six  years  the  most  active  mar- 
ket timers — those  who  recommend- 
ed the  most  switches  in  and  out  of 
the  market — were  the  ones  who  ex- 
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shire  5000  and  T  bills  on  signals 
from  Zweig's  model  would  have  av- 
eraged a  13.7%  compound  annual 
return  over  the  last  six  years.  This  is 
not  quite  as  good  as  the  14.1%  an 
investor  would  have  earned  by  buy- 
ing and  holding.  But  this  slightly 
lowered  performance  was  accompa- 
nied by  a  reduction  in  volatility  of 
about  a  third.  Put  it  this  way:  A 
loyal  Zweig  follower  would  have 
slightly  underperformed  the  market 
but  would  have  been  less  likely 
than  the  buy-and-holder  to  be  sub- 
jected to  short  but  gut-wrenching 
temporary  paper  losses. 

Richard  Fabian's  Telephone  Switch 
Newsletter  provides  another  good  il- 
lustration of  the  relationship  be- 
tween risk  and  return.  Fabian 
switches  from  a  buy  to  a  sell  when- 
ever the  market  drops  below  its  av- 
erage level  over  the  previous  39 
weeks;  he  switches  back  to  a  buy 
whenever  it  trades  above  that  level. 

Fabian  has  conceded  that  an  in- 
vestor would  do  better  over  the  long 
run  by  using  a  52-week  moving  av- 
erage— which  would  generate  fewer 
switches.  Why,  then,  doesn't  Fabian 
use  the  52-week  moving  average 
himself,  especially  since  his  timing 
system  has  lagged  the  market  over 
the  last  six  years  (13.1%  compound 
annual  return  versus  14.1%)?  Be- 
cause, he  says,  his  subscribers  aren't 
willing  to  tolerate  the  larger  short- 
term  losses  that  are  inherent  in  pur- 
suing a  52-week  rather  than  a  39- 
week  moving  average.  In  other 
words,  Fabian  believes  his  subscrib- 
ers are  willing  to  give  up  a  certain 
amount  of  performance  in  order  to 
reduce  risk.  I  calculate  that  his  39- 
week  moving  average  approach  has 
reduced  volatility  by  about  25%, 
relative  to  the  market  itself. 

Are  market  timing  services  for 
you?  The  answer  depends  on  your 
personal  psychology.  If  you  are  in- 
terested in  keeping  your  risk  low 
and  are  willing  to  give  up  some  per- 
formance, then  an  active  timer 
might  be  appropriate.  But  if  your 
stomach  doesn't  chum  too  painful- 
ly as  your  portfolio  rises  and  falls, 
then  switching  less  often  will  prob- 
ably be  the  better  method  over  the 
long  term. 

In  addition,  for  those  who  don't 
want  to  go  to  the  bother  of  spending 
time  and  energy — and  subscription 
money — on  switching,  don't  over- 
look the  fact  that  there  are  other, 
less  complicated  ways  of  reducing 
risk.  See  "The  intelligent  coward's 
portfolio,"  page  103.  ■ 
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No  restaurant  gets  the  reviews  we  get. 


^es,  we're  grateful  for  the  smiles  and  words  of 
thanks  we  get  from  folks  who  come  to  eat  with 
us.  But,  no,  we're  not  glad  they  keep  coming  back 
to  us  for  more. 

And  until  somebody  solves  that  problem,  we're 
going  to  just  keep  on  doing  the  oest  with  what 
we  have. 

Which  isn't  all  that  bad. 

As  author  Peter  Drucker  says,  "The  Salvation 
Army  probably  does  a  better  job  with  the  poor 
than  anyone  else." 

"And  frugally,"  adds  Fortune.  "Of  each  dollar  it 
receives,  86  cents  goes  to  the  needy."  That's  in  a 
business  where  50  to  60  cents  is  the  norm. 


"Their  achievement  is  to  turn  outcasts  into  citizens." 

The  fact  is,  we  can  feed  a  lot  of  people  for  the 
price  of  one  restaurant  meal.  Or  even  just  the  tip. 

So,  please  don't  think  of  us  as  simply  some  do- 
gooders  with  a  food  truck. 

Think  of  us  as  someone's  next  meal.  And  help  us 
if  you  can. 


We're  fighting  for  you. 

The  Salvation  Army  of  Greater  New  York 

120  West  14th  Street,  New  York,  N\  1001 1-7393 

(212)337-7200 


This  message  presented  by: 


SERVICE  UNITS 


Financial  Strategy 


MONEY  &  INVESTMENTS 


By  A.  Gary  Shilling 


The  heat  is  on  to  improve  sennce  sector 
productivity.  One  more  piece  of  had  news 
for  vastly  overbuilt  office  buildings. 

THIRTEEN  MORE 
LEAN  YEARS 


the  1980s  as  in  the  1970s,  and  far 
below  its  long-term  trend  of  2.2%. 

In  much  of  the  last  decade,  ser- 
vice industries  that  are  heavy  office 
users  like  insurance.  Wall  Street, 
commercial  banking,  real  estate  and 
many  professional  services  enjoyed 
lush  times.  So,  unlike  manufactur- 
ers, v^ho  face  withering  foreign 
competition,  they  had  relatively 
less  incentive  to  increase  efficiency. 
But  now,  deregulation,  structural 
changes  and  weak  markets  have 
brought  fierce  domestic  competi- 
tion. Furthermore,  direct  foreign 
competition  is  rising,  and  manufac- 
turers are  spurring  their  accelerat- 
ing list  of  outside  suppliers  of  ser- 
vices in  their  drive  for  cost  control. 

The  heat  is  on  to  improve  service- 
sector  productivity,  and  the  number 
of  office  space  denizens  that  can  be 
eliminated  is  huge.  Office  automa- 
tion opportunities  abound  among 
the  clerical  jobs  that  account  for 
one-fourth  of  all  service  sector  posi- 
tions, about  two-thirds  of  those  in 
finance  and  insurance,  and  over 
one-third  in  professional  services. 
But  it  isn't  just  the  clerical  types  in 
their  partitioned  cubicles  that  will 
go.  Insurance  companies,  for  exam- 
ple, bought  scads  of  computers  in 
the  past  decade,  but  used  them 
much  more  for  designing  new  uni- 
versal life  policies  than  for  replacing 
middle  managers.  With  profit  mar- 
gins constricted,  they  will  have  to 
squeeze  more  productivity  from 
their  computers — which  means 
trading  them  for  human  beings. 

On  the  bottom  line,  my  firm  ex- 
pects office  employment  growth  to 
slow  to  2.3%  per  year  in  the  five 
years  ending  in  1993,  and  drop  fur- 
ther, to  1.6%,  in  the  1993-98  period. 
This  is  good  news  for  productivity, 


Has  the  current  glut  ot  otticc  space 
given  you  the  urge  to  lock  up  cheap 
space  at  bargain  rental  rates?  As  an 
investor,  do  mouth-wateringly  low 
prices  on  class  A  office  buildings  in 
prime  locations  with  super  tenants 
tempt  you?  Resist  those  urges. 

Sure,  the  current  surplus  in  space 
won't  last  forever.  Office  construc- 
tion has  declined  35%    since   the 

1985  peak,  after  overbuilding  and 
the  depreciation  cutback  enacted  in 

1986  ended  the  early  1980s'  con- 
struction boom.  But  it  will  take  at 
least  five  years  to  absorb  the  current 
surplus  of  office  space,  even  assum- 
ing office  employment  grows  at  the 
high  4%  annual  rate  of  the  1980s, 
and  no  new  buildings  are  started. 

But  I  don't  think  office  employ- 
ment will  grow  that  fast  in  the 
1990s.  In  the  1980s  it  rose  twice  as 
fast  as  overall  jobs,  hard  evidence  of 
the  miserable  growth  in  office 
worker  productivity.  Output  was 
increased  by  adding  more  bodies, 
TyOt  by  adding  smarter,  harder- work- 
;:;i;  employees.  In  tact,  annual  pro- 
dL  '^^i  ity  growth  in  the  overall  ser- 
vic       i'ctor  was  a  niggardly  0.5%  in 


A.  Gary  Si\'/ing  is  president  uf  A.  Gary 
Shilling  &  Cu  economic  cuiLsultanls  and 
investment  acirKers.  His  firm  j)iihlisbes 
Insight,  a  monthly  newsletter  covering  the 
bi4siness  outlook  and  int'est»ient  st>'aieg\>. 


but  bad  news  for  office  building 
owners.  More  bad  news  for  them  is 
that  profit-squeezed  employers  will 
tighten  up  on  use  of  office  space: 
Office  space  per  employee,  which 
rose  from  182  square  feet  to  195 
square  feet  in  the  fat  1983-89  years, 
may  return  to  the  1983  level. 

Add  these  trends  and  you  can't 
escape  the  conclusion  that  the  cur- 
rent glut  of  office  space  will  last  a 
lot  longer  than  the  usual  5  years. 
More  like  13  years. 

Cities  like  New  York,  with  high 
costs  for  doing  business,  will  be 
hurt  much  more  than  others.  Manu- 
facturers have  been  forced  to  move 
to  cheaper  areas  to  survive  against 
international  competition.  Decades 
ago  the  beleaguered  U.S.  textile  in- 
dustry deserted  high-cost  New  En- 
gland for  the  Carolinas.  Today  Japa- 
nese transplant  automakers  locate 
in  Tennessee  or  Kentucky,  where 
labor  is  willing  and  able,  avoiding 
heavily  unionized  and  work-rule- 
ridden  Detroit.  Now  service  busi- 
nesses are  starting  to  follow  the 
same  course.  J.C.  Penney  moved  its 
headquarters  from  New  York  to 
Dallas,  and  Wall  Street's  Salomon 
Brothers,  Inc.  may  move  its  back 
office  to  Tampa  or  Columbus,  Ohio. 

My  firm  has  developed  an  index 
that  measures  the  costs — and  joys — 
of  doing  business  in  various  cities 
by  taking  account  of  the  cost  of  liv- 
ing, clerical  labor  costs,  office  space 
rentals,  property  taxes,  crime  rates 
and  cultural  activities.  You  may 
love  San  Francisco,  but  the  City  by 
the  Bay  as  well  as  New  York,  Los 
Angeles  and  Chicago  are  the  least 
favorable  of  the  ten  largest  cities, 
and,  therefore,  candidates  for  mass 
loss  of  office  jobs.  On  the  other 
hand,  Philadelphia  may  not  be  your 
favorite,  but  the  City  of  Brotherly 
Love  as  well  as  Atlanta  and  Hous- 
ton will  gain.  Smaller  cities  like 
Louisville,  Ky.,  Richmond,  Va.  and 
Huntsville,  Ala.  rank  even  higher.  If 
you  must  invest  in  office  buildings, 
stick  with  these  places. 

The  office  space  glut  won't  end 
when  the  current  recession  does.  It 
will  last  much  longer  and  be  deeper, 
especially  in  high-cost  cities  like 
New  York.  I  can  vouch  from  person- 
al experience.  My  firm  recently  add- 
ed to  the  vacancy  problems  of 
downtown  Manhattan  by  moving  to 
suburban  New  Jersey — by  the  mer- 
est coincidence  about  a  mile  from 
my  house,  yet  convenient  enough 
to  the  big  city  to  enable  me  to  keep 
in  close  touch  with  clients  there.  ■ 
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MONEY  &  INVESTMENTS 


By  Alan  Reyn<rids 


Blaming  the  results  of  today's  bad  poli- 
cies on  the  previous  administration  is 
blinding  us  to  what  we  are  doing  wrong. 

WRONG  SCAPEGOAT 


Mark  Gertler  and  others  declares: 
"The  interest  rate  spread  between 
risky  and  safe  .  .  .  debt  has  greater 
predictive  power  for  output  than  ei- 
ther money,  interest  rates  or  any 
other  financial  variable."  Yet  most 
such  risk  spreads  remained  reason- 
ably narrow  well  into  this  slump. 

As  for  junk  bonds,  much  of  the 
weakness  there  could  be  attributed 
to  government  policy,  not  to  any 
liquidation  of  "excesses."  Junk 
bond  yields  rose  sharply  after  sdkLs 
were  forced  to  liquidate  them — 
forced  by  congressional  fiat.  The 
hardest-hit  junk  bonds  were  those 
issued  by  financial  firms,  including 
S&.LS.  That  means  index  numbers 
for  junk  bonds  exaggerate  the  typi- 
cal loss  of  any  reasonably  intelli- 
gent selection  of  such  bonds.  Al- 
though the  Dec.  10  issue  of  Forbes 
reported  a  loss  for  the  year  of  8.9% 
on  an  index  of  junk  bonds,  for  exam- 
ple, the  best  junk  mutual  funds  end- 
ed the  year  with  negative  returns  of 
only  2%  to  6%.  Even  the  index, 
after  its  8.9%  tumble,  still  showed  a 
10.9%  annual  return  on  junk  bonds 
over  three  years.  If  that  was  the  junk 
bond  "debacle"  we  heard  so  much 
about,  what  should  we  call  what 
happened  in  the  o-t-c  stock  market? 

The  risk  premium  did  widen  to- 
ward the  end  of  last  year  between 
top-rated  and  next-best  commercial 
paper — after  the  sec  made  noises 
about  not  letting  money  market 
funds  hold  any  but  the  best  paper. 
Many  other  meddlesome  regula- 
tions (often  with  brutal  punitive 
damages  and  criminal  penalties  for 
undefinable  improprieties)  are  mak- 
ing it  impossible  for  any  but  the 
biggest  and  oldest  corporations  to 
sell  bonds  or  commercial  paper,  or 
to  borrow  from  the  banks. 


The  popular  explanation  for  our 
current  economic  discomfort  is  that 
we  have  too  much  debt  and  not 
enough  credit.  According  to  a  typi- 
cal editorial,  we  are  suffering  a 
"homegrown  financial  recession  .  .  . 
fallout  from  the  financial  excesses 
of  the  Eighties." 

All  this  of  course  is  a  subtle  and 
sometimes  not  so  subtle  effort  to 
blame  the  Reagan  Administration 
and  its  policies.  Which  is  ridiculous 
on  the  face  of  it.  By  last  September 
industrial  prpduction  was  already 
lower  than  it  had  been  a  year  earlier 
in  such  important  countries  as  Brit- 
ain, Canada,  Australia,  Sweden,  Ita- 
ly, Spain,  Taiwan  and  Hong  Kong. 
Did  President  Reagan  and  his  advis- 
ers set  economic  policy  for  these 
places,  too?  It  is  interesting  to  note 
that  the  U.S.  was  actually  one  of  the 
last  hit  by  the  downturn:  U.S. 
industrial  output  was  not  lower 
than  a  year  before  until  November, 
and  even  then  remained  as  high  as  it 
had  been  in  January. 

Since  this  is  not  a  homegrown 
recession,  it  could  not  have  been 
caused  by  homegrown  debts. 

A  recent  paper  for  the  National 
Bureau  of  Economic  Research  by 

Alan  Reynolds  is  the  director  of  economic 
research  for  the  Hudson  Imtitiite  of 
Indianapolis,  Ind. 


The  Administration's  capitula- 
tion over  the  high  capital  gains  tax 
also  shut  down  the  market  for  new 
issues  of  growth  stocks — the  last  re- 
maining source  of  finance  for  small 
entrepreneurs.  It  is  no  coincidence 
that  the  first  major  countries  to  slip 
into  recession — Canada,  Australia, 
Britain,  Sweden  and  (now)  the 
U.S. — have  by  far  the  highest  capi- 
tal gains  tax  rates  in  the  civilized 
world.  For  the  U.S.,  the  increased 
capital  gains  tax  has  also  depressed 
commitments  to  venture  capital  by 
60%,  according  to  Randall  Pozdena 
of  the  San  Francisco  Fed. 

The  U.S.  economy  has  also  had  to 
cope  with  higher  business  taxes  and 
fees,  particularly  on  the  troubled 
banking  and  insurance  industries. 
And  the  upward  trend  of  federal  and 
state  tax  rates  on  workers  resulted 
in  a  sharp  drop  in  the  growth  of  the 
labor  force.  All  of  this  explains  why 
the  U.S.  economy  is  not  as  flexible 
as  It  once  was  in  the  face  of  trouble, 
but  it  does  not  identify  past  U.S. 
policies  as  the  source  of  trouble. 

What  is  the  global  bad  guy?  Sheer 
fear  of  a  possibly  messy  war,  plus 
the  unnecessarily  large  uncertainty 
about  oil  prices. 

It  should  be  no  surprise  that 
stocks  and  bonds  hit  bottom  around 
Oct.  9,  exactly  when  oil  touched 
$41.  Many  firms  did  not  shut  down 
because  of  lack  of  demand,  but  be- 
cause they  could  not  recover  their 
high  energy  expenses  (or  taxes)  in 
higher  prices. 

Even  with  an  oil  embargo, 
though,  there  was  never  any  excuse 
for  letting  oil  rise  above  $30.  All  the 
U.S.  needed  to  do  was  to  sell  futures 
contracts  against  the  petroleum  re- 
serve whenever  oil  was  approach- 
ing, say,  $32,  and  then  buy  oil  back 
again  whenever  it  was  slipping  be- 
low $28.  If  that  had  been  done,  the 
unsettling  global  scare  of  $40  oil 
need  never  have  rattled  world  inves- 
tors and  businesses.  By  buying  low 
and  selling  high,  the  amount  of  oil 
in  reserve  could  have  remamed  un- 
changed. A  simple  preventative  for 
world  recession,  simply  bungled. 

In  the  early  Thirties  it  was  conve- 
nient to  blame  the  unfolding  disas- 
ter on  the  good  times  of  the  Twen- 
ties, rather  than  on  the  horrible  tax, 
trade  and  monetary  policies  that 
were  going  on  at  the  time.  Although 
blaming  the  results  of  today's  bad 
policies  on  the  previous  govern- 
ment is  still  good  sport,  it  can  once 
again  blind  us  to  things  we  are  doing 
right  now  to  make  matters  worse.  ■ 
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FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)— including  some 
very  famous  names 
—which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($39  value)  as 
a  BONUS  with  your  trial  to  TheZweig 
Forecast.  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  Indicators  which 
helped  make  The  Zweig  Forecast 


»1  IN  PROFITS  for  the  whole  decade 
through  6/90  among  all  advisory 
services  tracked  by 
Hulbert.  (Past  results 
do  not  guarantee 
future  results.)  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial 
Time  IS  crucial  EHRA  BONUS 

Three-Month  Trial  $50. 
One  Year  S245.  VIsa/MC. 
1-800-633-2252  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY  11710 


HOW  DO 

YOU  FIND 

RECESSION 

RESISTANT 

OR 
COUNTER- 
CYCLICAL 
COMPANIES? 


BUSINESS  OPPORTUNITIES 


<r4 


Look  for  an  "ever 
growing  repeat 
order  factor"  {the       ,- 
customers  return  to  xS 
do  more  and  more 
business)  and  a  "cookie 
cutter  factor"  (the  manage- 
ment takes  the  original 
operation  and  keeps  copy- 
ing it  from  city  to  city,  almost 
endlessly). 

Tt)  receive  reports  on  the 
companies  Andrew  Lanyi 
believes  may  prove  reces- 
sion resistant  or  even 
counter-cyclical,  call  l.esor 
Bill  toll-free  1-800-LANYI-0I; 
in  New  York  City  call  212 
940-0272. 

The  Lanyi  Division  of 

Ladenburg,  Thalmann  &  Co. 

540  Madison  Avenue 

New  York.  NY  I0022 


S    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  i  RANCHES 
FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCING' 
To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 
...Tiw    NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


wmMsmmm 


MIRACLE  POLISHING  CLOTH 

Cleans/polishes   ANY    surlace   like   magic 
Instanllyi  Terrific  10  second  demonstration!  Fast 
$3  49  seller  pays  $2  90  profit'  Big  volume  Cham 
Store  Item  Exclusive  terniory 

FREE  SAMPLE  ""'prX^ 

nOQ      1312-FB      WASHINGTON  AVENUE 
riUU     ST  LOUIS,  MO  63103-1989  USA 

Phone  or  write:  314-241-8464 


REPOSSESSED  VA  &  HUD  HOMES 

available  from  government  trom  $1  wilhoul  credil 
check  You  repair  Also  drug  seizures  and  lax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H-1030  lor  repo  list  your  area 


SEIZED  CARS— Porsche.  Ferrari,  Vetle 
etc  Trucks,  boats,  4-wheelers,  TV's,  stereos, 
lurniture  by  Drug  Enlorcenient  Agency,  FBI,  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  now  Call  (805)  682-7555  EXT  C-1031 


Receive  Value  Line 
for  only  $60 

An  Introductory  subscription  to  The  Value  Line  Investment 
Survey  brings  you  the  2000-peige  Investors  Reference  Service 
Value  Line's  most  recent  reports  and  ratings  on  1700  stocks.  You 
will  also  receive  analyses  of  about  130  stocks  each  week  for  10 

weeks  for  $60.  Available  only  once  every  two  years  to  any 

household.  Special  Offer:  J.K.  Lasser's  1991  Tax  Guide  (Retail 

price  $12.95)  With  your  subscription  you  will  also  receive  the  1991 

edition  of  J.K.  Lasser's  'Tour  Income  Tax"  (499  pages)  covering  • 

Late  Breciklng  Tax  Update  Supplement  •  Tax  Alert  Hotline  •  Income 

Tax  Forms  and  Worksheets...  (Av£illable  while  supplies  last)  Your 

subscription  to  Value  Line  may  be  tax-deductible.  Consult  your  tax 

\advlsor.  Send  check  or  money  order  along  with  name,  address  and^ 

zip  code  together  with  this  ad  or: 

^  CaU  ToU-Free  1-800-633-2252 

(Ext.  2686- Dept.  916K04)  American  Express. 

MasterCard  or  Visa.  24  hours  a  day,  7  days  a 

week.  30  days  Money-Back  Guarantee. 

The  Value  Line  Investment  Survey* 

711  Third  Avenue  NY,  NY  10017 


BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Stielf  Corporations. 

Call/Write  for  FREE  KIT: 
P.O.  Box  484-FB 
V   ^  Wilmington,  DE  19899 

J    Ltci  800-321-CORP- 302-652-6532 


CAPITAL  AVAILABLEi 


CAPITAL  AVAIL/ 


■ar." 

For  viable  expansion  projects  ^.j. 
ing  start-ups    $250,000    US"'''"^' 
Brokers  Welcome.  'f  the 

BARCLAY  CONSULTA^d  First 
is),  he 
mings 


(407)  788-G' 


tic 
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EDUCATIONAL  SERVICES 


OjCt  I    VnilD  Brokers/Owners-list 


in  Japanese  MLS- 


PRflPFDTY  ^^^^  service  Reach 


1000's  of  Brokers/In- 


mlAPAM  vestors/Corporations 
*If%l  Fll»  in  Japan  Free  trans 
lation/typesetting  Also  display  ads,  brokerage/ 
agency  services,  consulting,  marketing,  trade- 
shows  NO  COMMISSION 

Hori  61  Bunker  1-800-USA-2111 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

Fof  Wofii  Lite  and  AcaOemic 

Eiperiencf  No  Classroom 

Artendanc*  Requifrt 


1  •  800-423-3244 
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tor  Free  Evaluation 
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SNACK  ROUTES 
FOR  SALE  CHEAP 

Gourmet  patented  machine.  Possible  gross 

$2,000-$3,000  weekly  for  the  rest  of  your 

life  Buy  direct  from  the  manufacturer 

If  you  are  looking  for  an  all 

cash  income  Call  Mr.  Hamilton 

1-800-243-9799    DepI  F01 


FREE  COLLEGE  TAPE 


•  EXTERNAL  DEGREES  • 

Business  &  Public  Adminisiration. 
Crtminal  Jusnca  Mgl ,  Theology.  LAW 

Financial  aid  available 

TOLL  FREE  24  hr<.  (800)  7S9-0009 

LA  SALLE  UNIVERSny 

Mandeville,  LA  70470-4000 
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FAST  FACTS 

ABOUT 

FORBES  SUBSCRIBERS 


•Total  management:  71.2% 

•  Total  paid  circulation:  735,000 

Median  household  income:  $126,705 


•  Median  value  of  investment  portfolio:  $363,003 

Average  time  spent  reading  Forbes:  2  hrs.  5  mins 

•  Read  Forbes  at  home:  89. 1% 


foreign  economies.  (More  than  half  of 
amp's  $3  bilhon  of  estimated  1990 
sales  were  from  overseas.)  He  notes 
there  was  a  sudden,  unexpected  slow- 
down in  the  capital  goods  and  auto- 
motive markets  m  Italy  and  in  the 
French  automotive  market. 

Milton  says  the  high  forecast  also 
assumes  that  the  recent  general  price 
increase  of  2%  to  5%  for  products  sold 
in  the  U.S.  will  stick.  He's  skeptical. 
Finally,  he  notes  amp  has  been  consis- 
tently too  high  in  its  forecasts  over 
the  last  two  years.  He  thinks  it  earned 
$2.70  a  share  last  year,  7  cents  more 
than  in  1989,  and  expects  a  decline  to 
$2.55  in  1991.  "amp's  a  good  compa- 
ny," Milton  says,  "but  that  doesn't 
necessarily  make  it  a  good  stock,  at 
least  not  now." 


Marginal  player 

H 


eavy  early  January  volume  in  lit- 
tle Amex-listed  Presidio  Oil  Co. 
(estimated  1990  sales  of  $125  mil- 
lion). Recent  price:  5.  What's  up? 

Englewood,  Colo. -based  Presidio 
has  expanded  rapidly  over  the  last  few 
years.  Between  1987  and  1989  it  paid 
more  than  $400  million  for  oil  and  gas 
assets,  the  biggest  deal  coming  in  De- 
cember 1989,  when  it  acquired  Home 
Petroleum  Corp.  for  $157  million. 
Home  increased  Presidio's  reserves 
dramatically  and  gave  it  a  strong  pres- 
ence in  the  Rocky  Mountain  area. 

But  one  of  Streetwalker's  best 
sources  on  the  oil  industry  isn't  im- 
pressed. "Presidio  has  been  buying 
marginal  reserves  that  major  produc- 
ers weren't  interested  in,"  the  source 
says.  "Its  gas  is  expensive  to  get  out  of 
the  ground,  and  gas  prices  stink 
anyway."  He  notes  that  Presidio  has 
run  in  the  red  since  1986.  But  he's 
more  concerned  by  Presidio's  $300- 
million-plus  of  long-term  debt  (that's 
over  70%  of  total  capital).  Presumably 
this  debt  load  should  also  concern  any 
investors  who  paid  $7.50  apiece  for 
the  10  million  shares  of  Class  A  com- 
mon that  the  company  sold  to  help 
finance  the  acquisition  of  Home. 

The  company  has  been  selling  as- 
sets to  pay  down  that  debt,  but  it  has  a 
long  way  to  go.  Of  some  25  similar 
independents  the  analyst  follows,  Pre- 
sidio has  the  dubious  distinction  of 
ranking  first  in  financial  leverage  em- 
ployed per  barrel  of  reserves. 

Although  the  stock  is  already  down 
33%  from  its  price  in  the  public  offer- 
ing last  February,  our  source  thinks  it 
has  further  to  fall.  There  are  nearly  30 
million  shares,  including  some  3.3 
million  of  Class  B  voting  stock. 


"This  is  the  way  you  always 
imaainedthe South  Pacific 


T^m^Yt        Read  what 
LfJ  II*       Andrew  Harper's 
Juide  to  unspoiled  plao 
says  about  Malcolm  Forbes' 
exotic  Fiji  Island  paradise. 


It's  the  vacation 
of  a  lifetime  for 
$2,400  a  week! 


^^T^^aken  as  a  whole,  Fiji  is 
'      ■      'perhaps  the  most  idyllic  and 
'^  ^  I         hospitable  archipelago  in  the 
^  "  ■        South  Seas,  its  essence 

J^     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fiji  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  er\joyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropic  al  fish  and 
specimen  shells 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
.still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific  .. .  a^H 
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Send  me  a  free  color  brochure. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


T^e  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  inforniation, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box303  1WE6 
Ft.  Garland,  CO  81133. 


Obtain  the  Property  Report  required  by  federal  law  and  read  it  before  signing  anything  No  Federal  agency  has. 
ludged  the  merits  or  value  if  any.  of  ttiis  property.  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
statement  fias  been  filed  wiih  the  Secretary  of  State  of  the  State  of  New  York  The  tiling  does  not  constitute  approvai 
of  the  sale  or  lease  or  offer  fot  sale  or  lease  by  the  Secrelary  of  State  or  that  She  Secretary  of  State  has  in  any  way  passed 
upon  the  merits  of  such  offering   A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Crislo 
Ranches.  NYA86- 1 53.  A  Malement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value  Obtain  the  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO:  Flonda  AD  20537 


Flashbacks 


Edited  bv  Dero  A.  Saunders 


"The  more  things  change. .  .  ." 
Items  from  past  issues  of  Forbes 

Seventy  years  ago  in  Forbes 

(From  the  issue  of  Fehnuoy  6.  1921 ) 
"A  tour  of  investigation  in  the  eastern 
half  of  the  country  does  not  beget 
pessimism.  Notwithstanding  quite 
widespread  unemployment  and  part- 
time  work,  the  belief  is  firmly  held  in 
most  places  that  the  depression  will 
not  last  long.  Indeed,  at  various  points 
plants  have  already  reopened  and  oth- 
ers have  increased  their  working 
hours." 


Kennit  Roosei'elt  (left)  and  Echel  I'ord, 
two  active  scions  of  famous  families 

"Journeying  hither  and  thither  and 
rubbing  shoulders  with  all  classes  in 
many  communities  during  recent 
weeks  has  convinced  me  of  this  one 
thing:  Merchants  and  manufacturers 
of  the  country  have  largely  forfeited 
the  goodwill  of  the  public.  Very  wide- 
spread is  the  feeling  that  profiteering 
was  indulged  in  shamefully." 

Sixty  years  ago 

(From  the  issue  of  Fehruaty  1,  19M  ) 
"  'Twenty  years  ago  [Scott  Paper]  had 
2,000  to  3,000  brands,'  said  [Thomas 
R.]  McCabe,  in  relating  the  transition 
in  creating  an  up-to-date  enterprise  in 
the  paper  industry.  These  were  princi- 
pally private  brands,  made  to  fit  a 
price — not  a  standard  of  quali- 
ty. .  .  .  'We  decided  finally  about  1910 
to  concentrate  on  as  few  brands  as 
possible.  We  let  the  consumers  de- 
cide. They  showed  a  marked  prefer- 
ence for  certain  brands,  particularly 
ScotTissue,  Waldorf  and  Sani-Tissue, 
and  we  concentrated  on  those.'  " 

"Following  the  short  firming  up  in 
money  conditions  around  the  close  of 
last    year    the    credit    situation    has 


dropped  back  rather  quickly  into  the 
greatest  ease  seen  in  the  20th  century. 
More  significant  than  the  ease  in  call 
money  has  been  the  drop  in  rates  on 
longer  maturities  [which|  have  reced- 
ed from  ...  to  a  low  level  of  1  '/2%." 

Fifty  years  ago 

(Iron!  the  issue  (f  Fehruaty  1.  1941 1 
"The  depression  was  at  its  darkest  in 
June  1932,  when,  with  six  associates, 
[Robert  Gross]  acquired  the  assets  of 
the  old  Lockheed  company  from  a 
bankruptcy  court.  Price,  $40,000 — for 
title  to  the  company  name,  and  to 
machinery  and  tools  for  the  construc- 
tion of  plywood  airplanes.  The  com- 
pany was  not  then  in  production  and 
had  but  a  single  employee.  .  .  .  The 
company  in  1939  had  a  larger  volume 
of  sales  than  any  other  American 
builder  of  airplanes,  nearly  $36  mil- 
lion. Orders  on  the  books  call  for 
delivery  this  year  of,  roughly,  $150 
million." 


Lockheed  f()U)uler/ builder  Robert  (jross 

"The  National  Piano  Manufacturers 
Association  reports  that  sales  are  at 
the  highest  point  since  the  boom  year 
of  1927,  that  piano  producers  are  actu- 
ally pressed  to  fill  orders.  Says  Wil- 
liam A.  Mennie,  secretary  of  NPMA: 
'The  piano  has  at  last  returned  to  its 
old  place  of  prestige  in  the  home.'  " 

Twenty-five  years  ago 

(From  the  issue  of  Fehruaty  1.  1966) 
"For  two  decades  American  foreign 
policy  has  been  conducted  with  con- 
tainment of  Russian-directed  Com- 
munist expansion  as  a  prime  objec- 
tive. In  one  of  the  great  ironies  that  so 
often  are  the  milestones  of  history,  we 
now  see  Russia  launching  a  gigantic, 
essential  effort  of  her  own  to  contain 
her  partner  in  Communism,  China." 


"In  1959,  during  a  period  of  tight 
money,  small  investors  stood  in  long 
lines  to  snap  up  an  issue  of  U.S.  Trea- 
sury 5%  notes,  quickly  dubbed  'the 
Magic  Fives.'  Today  similar  Treasury 
securities  are  yielding  some  4.7% .  But 
New  York  bond  men  think  there  is  a 
good  chance  that  tightening  credit 
may  force  an  encore  soon." 

Ten  years  ago 

(From  the  issue  of  Fehruan'  -.  19S1 } 
"Down  in  Texas,  where  money  really 
talks,  the  term  'dollar'  has  become 
hopelessly  inadequate.  Texas  wealth 
IS  now  expressed  in  'units'  ('Ol'  Tom 
now  owns  two  units').  The  money 
equivalent  of  a  unit:  $100  million." 

"Virginia  Dwyer  doesn't  go  in  for 
flashy  double-knit  suits,  big  expense 
account  lunches  or  glad-handing  the 
customers,  but  she's  a  supersales- 
woman  just  the  same.  After  all,  last 
year  Dwyer  convinced  investors  to 
buy  almost  $4  billion  of  long-term 
bonds — make  that  I'ety  long-term 
bonds — at  a  time  when  many  people 
began  to  believe  that  the  market  for 
long-term,  fixed-interest-ratc  obliga- 
tions would  soon  be  as  dead  as  the 
dinosaurs. 

"Dwyer,  however,  is  treasurer  of 
American  Telephone  &  Telegraph 
Co.,  the  only  borrower  on  the  face  of 
the  earth  that  still  has  access  to  such 
premium  debt  without  having  to  pull 
a  gun  on  its  lenders." 

AT&7'  Irew^urer  Viri^ifjici  Duyer 
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I  wish  all  Americans  would 
realize  that  American 
politics  is  world  politics. 
Theodore  Roosevelt 


There  is  no  expedient  to 
which  a  man  will  not  resort 
to  avoid  the  real  labor 
of  thinking. 
Sir  Joshua  Reynolds 


The  walls  of  books  around 
him,  dense  with  the  past, 
formed  a  kind  of  insulation 
against  the  present  world 
and  its  disasters. 
Ross  MacDonald 


There  are  three  fields  in 
which  all  human  beings  are 
credulous:  money,  matrimony 
and  medicine. 
Morris  Fishbein 


I  have  had  enough  experience 
in  all  my  years,  and  have  read 
enough  of  the  past,  to  know 
that  advice  to  grandchildren 
is  usually  wasted.  If  the  second 
and  third  generations  could 
profit  by  the  experience  of 
the  first  generation,  we  would 
not  be  having  some  of  the 
troubles  we  have  today. 
Harry  S.  Truman 


It's  a  terrible  shame  if 
you're  born  the  brightest 
guy  in  your  class.  If  you're 
not,  then  you  have  to 
hustle — and  that's  good. 
Hal  Prince 


The  low  regard  in  which  women 
hold  themselves  is  not 
necessarily  their  fault,  but 
it  IS  surely  one  of  their 
gravest  problems. 
John  P.  Grier 


Experience  is  the  worst 
teacher;  it  gives  the  test 
before  presenting  the  lesson. 
Vernon  Law 


Thoughts 

on  the  Business  of  Life 


The  young  mem  who  addresses 
himself  in  stern  earnest  to 
orga>iizing  his  life — his 
habits,  his  associations,  his 
reading,  his  study,  his  work — 
staiuisfar  more  chance  of  rising 
to  a  position  affording  him 
opportunit}'  to  exercise  his 
organizing  abilities  than  the 
fellow  who  dawdles  alotig  irithout 
chart  or  compass,  without  plan 
or  puipose.  without  self 
improie))ic)it  cDid self-discipline. 
B.C.  Forbes 


Anyone  with  more  than 

365  pairs  of  shoes 

is  a  pig. 

Barbara  Melser  Lieberman 


Fame:  The  beginning  of  the 
fall  of  greatness. 
Vasily  V.  Rozanov 


Love  is  an  ideal  thing; 
marriage  is  a  real  thing. 
A  confusion  of  the  real 
with  the  ideal  never 
goes  unpunished. 
Goethe 


The  worst  thing  about 
new  books  is  that  they 
keep  us  from  reading 
the  old  ones. 
Joseph  Joubert 


tAoic  than  9.000  "Thoughts."  indexed  by 
author  and  subject,  ate  available  m  a  three- 
volume  boxed  set  at  $49.50  ($19.50  per  vol-- 
lime  if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $19.50.  Send  check  and 
order  to:  Forbes  Inc..  60 Fifth  Ave.,  New  York. 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Be  kind  to  dumb  animals;  they 
are  kind  to  dumb  people. 
Bumper  sticker 


I  can  think  of  nothing  less 
pleasurable  than  a  life 
devoted  to  pleasure. 
John  D.  Rockefeller  Jr. 


Though  ambition  may  be  a 
fault  in  itself,  it  is  often 
the  mother  of  virtues. 
Quintilian 


There  is  no  more  dreadful 
punishment  than  futile 
and  hopeless  labor. 
Albert  Camus 


A  Text . . . 

when  the  righteous 
are  in  authority, 
the  people  rejoice; 
but  when  the  wicked 
beareth  rule,  the 
people  mourn. 
Proverbs  29:2 


Sent  in  by  Jack  C.  Morris,  San  Antonio, 
Tex.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  IS  presented  to  senders  of 
texts  used. 


Nought  can  deform  the  human  race 
Like  to  the  armour's  iron  brace. 
William  Blake 


He  that  talks  much  of  his 
happiness  summons  grief. 
George  Herbert 


We  live  in  an  age  that 
reads  too  much  to  be  wise. 
Oscar  Wilde 


Brevity  is  the  soul  of  lingerie. 
Dorothy  Parker 
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Pass  the  entrance  exam. 

Going  from  zero  to  traffic  speed  in  the  length  of  an  on-ramp  can  be  a  real  test  of  nerve  for 
the  average  sedan  owner.  Luckily,  the  Camry  V6  is  not  at  all  average. 

Thanks  to  a  Four-Cam,  24-valve,  electronically  fuel-injected  engine,  the  Camry  V6  develops 
156  horsepower  and  160  ft.-lbs.  of  torque.  So  even  with  its  generous  passenger  space  filled,  the 
Camry  has  plenty  of  power  for  on-ramps,  traffic,  or  hills. 

Of  course,  power  isn't  the  only  reason  the  Camry  V6  is  so  special.  For  three  years  in  a  row, 
Camry  has  been  the  most  trouble-free  compact  car  sold  in  America? 

So  whether  the  hills  are  mild  or  steep,  the  Camry  V6  can  be  counted  on  to  move  to  the  head 
of  its  class.  Further  proof  that  with  the  Camry  V6,  you  have  just  about  the  perfect  car. 

"Hove  what  you  do  forme" 
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Call  1-800-GO-TOyDTA  for  a  brochure  and  location  of  your  nearest  dealer.  'ID.  Pbwer  and 

Associates  1988, 19891 1990  Initial  Quality  Surveysr  Based  on  owner-reported  problems  during 

the  first  90  days  of  ownership;  Get  More  Irom  Life . . .  Buckle  Up!  ©  1990  Toyota  Motor  Sales,  US.  A,  Inc. 
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We  Guarantee 

to  Reduce  "feur 

Estate  Tax  Cost 

Up  to  90%* 


•  Pay  your  taxes  at  10  to  30  cents  on  the  dollar. 

•  Reduce  your  55%  estate  tax  bracket  to  10%  or  less. 

•  Increase  your  $600,000  estate  tax  exemption  many  fold. 

^  Create  and  preserve  wealth  for  children  and  grandchildren. 
%/  Increase  charitable  gifts  5  to  10  times  with  no  additional  outlay. 

•  Increase  your  $10,000  annual  tax-free  gifts  to  $1,000,000. 

Call  now  for  a  personal  consultation  or  detailed  information  and 

a  free  copy  of  our  video:  Save  a  Fortune  on  Your  Estate  Taxes 

if  you  have  a  net  worth  of  over  three  million  dollars. 


Barry  Kaye,  author 
of  Save  a  Fortune  on 
Your  Estate  Taxes 


Barry  Kaye  Associates 

WEALTH  CREATION  CENTERS^^ 
800-662-5433 

213-277-9400        fax  213-282-0775 

1840  Century  Park  East 
Los  Angeles,  California  90067 
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BARRY  KAYE 


"Much  useful  advice 
from  a  pro." 

Forbes 


'^Effective  reduction  subject  to  current  assumptions  and  other  requirements. 


©1991  Barry  Kaye  Associates 
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Way  above  the  fray  46 

By  Peter  Fuhrman 

Mcrccdcs-Bcnz  bets  that  tens  of  thou- 
sands of  Americans  will  pay  a  lot  of 
money  for  its  new  car. 

The  comeback  kid  52 

By  James  Cook 

How  United  Illuminating  survi\'ed 

an  investment  fiasco. 

Physician,  heal  thyself  67 

By  Rita  Koselka 

Bain  &  Co.,  once  a  highflier,  battles  to 

turn  itself  around. 

Pepsi's  newest  generation  88 

By  Claire  Poole 

How  PepsiCo  became  Mexico's  larg- 
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By  Fleming  Meeks 
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By  Peter  Newcomb 

BEE  Sound  Inc.'s  John  McLaren 
hopes  to  turn  his  small  electronics 
company  into  a  household  word. 
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By  Tom  Mack 

A  smart  Texas  money  manager  sees 
big  opportunir\'  for  big  oil  when  the 
fog  of  war  clears. 

A  captain  \dio  didn't  go  down  70 
with  his  ship 

By  James  R.  Norman 

Damson  Oil's  partnerships  wind 
down,  and  Barrie  Damson  cries  all  the 
way  to  the  bank. 
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Liquid  assets  130 

By  Enc  S.  Hardy  and  Robert  C.  Balancia 
Cash  is  a  nice  thing  to  haye  in  a 
recession.  Here  are  some  small  com- 
panies with  a  lot  of  it. 
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By  James  Lyons 
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stolen  art. 
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Tax  penalties  and  lawsuits  are  chang- 
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Ev  Halvorsen 


''What  a  marvelous  .  .  . 

Everett  Halvorsen,  Forbes'  art  director  since  1978,  likes  to 
quote,  of  all  people,  the  great  dress  designer  Coco  Chanel:  "If  you 
walk  into  a  room  and  people  sa\',  'What  a  marx'clous  dress,'  you  are 
badh'  dressed.  If  the\'  sa\',  'What  a  marvelous  woman,'  \'ou  are  well 
dressed."  Hahorsen  keeps  the  quote  on  his  desk.  Says  he:  "It  exactly 
expresses  mv  philosoph\'  of  magazine  design. 
The  aim  should  be  to  help  readers  enjo\'  the 
publication,  not  to  make  them  notice  the 
design." 

With  this  issue,  Forbes  introduces  com- 
prehensi\'e  but  rather  subtle  changes  in  our 
editorial  design.  The  rexised  format  was  de- 
\'eloped  b\'  Hah'orsen  in  consultation  with 
the  distinguished  design  consultant  Will 
Hopkins.  Forbes,  wc  hope,  will  still  look  like 
Forbes,  but  the  new  design  allows  more 
flexible  u.se  of  pictures  and  charts,  pro\ides  a 
cleaner,  more  readable  page,  and  integrates 
art  and  text  in  a  better  way  than  our  old 

design.  "I'll  consider  the  project  a  success,"  Hah'orsen  says,  "if 
readers  are  onh'  peripheralh'  aware  of  the  design  changes  but  come 
away  with  a  vague  feeling  that  reading  FORBES  has  become  a  more 
pleasurable  and  informative  experience." 


Bom  to  the  trade 

Howard  Banks,  who  authored  "Lessons  from  the  Gulf  war"  (papie 

40),  speaks  on  missiles  and  aerospace  with  considerable  authorit\'. 

Howard's  father  worked  in  the  British  aircraft  industr)'  in  its 

pioneering  da\'s,  and  when  Hovx'ard  was  a  boy  of  4^2  in  Hatfield, 

England,  a  German  V- 1  "flying  bomb" — 

a  precursor  of  the  Scud  missile — hit  300 

yards  from  his  home,  killing  a  couple  of 

neighbors.  Undeterred,  Banks  enrolled  in 

Britain's     De     Ha\'illand     Aeronautical 

Technical  School,  where  he  trained  as  a 

metallurgist. 

His  budding  career  in  British  aerospace 
aborted  by  defense  budget  cuts.  Banks 
found  work  as  a  writer  for  a  metallurgical 
publication  and  later  for  The  Economist, 
first  in  London,  then  in  San  Francisco.  He 
joined  Forbes  in  1982  and  now  sen'es  as 
Washington  Bureau  Manager  and  jack-of- 
several-trades.  In  adciition  to  keeping  his 
eye  on  the  nation's  capital  for  us,  he 
currently  spends  a  couple  days  a  week  in  Manhattan  helping  edit 
Forbes.  With  all  this,  he  continues  to  keep  his  hand  in  as  one  of 
journalism's  top  aerospace  writers — witness  "Lessons  from  the  Gulf 
war."  When  not  laboring  o\'er  his  word  processor.  Banks  lo\'es  to  fly 
his  sailplane — a  high-performance  glider — and  enjoy  his  20%  own- 
ership of  a  genuine  1939  Piper  Cub. 


Howard  Banks 


QjU^     d/.    ^M^J^U.^^. 
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'OU'RE  LOOKING  AT  SOME 
VERY  IMPRESSIVE  FIGURES. 


Airbus  Industrie's  tech- 
nological leadership  gives  the 
.A330  the  lowest  seat-mile 
cost  of  any  aircraft  in  its 
I  category. 

The  operational  flexibility 

of  this  wide-body,  twin  engine 

aircraft  is  designed  to  nnatch 

i  nnarket  demands.   Both   Do- 


mestic and  Intercontinental. 

With  a  capacity  of  up  to 
440  passengers,  plus  fifteen 
tons  of  revenue  generating 
underfloor  freight,  the  operat- 
ing economics  of  the  A330 
cannot  be  ignored. 

Sharing  the  advanced 
technology  that  has  made  the 


reputation  of  Airbus  aircraft, 
it's  little  wonder  that  the 
A330  adds  up  to  even  more 
impressive  figures. 

Greater  profits  for  the 
world's  airlines. 


^AIRBUS  INDUSTRIE 
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Busy  fugitive 

For  ALMOST  eight  years,  wily  com- 
modities trader  Marc  Rich  has  been  a 
fiagitivc  from  U.S.  justice,  wanted  on 
criminal  tax  evasion  charges.  Yet  from 
his  lair  in  Zug,  Switzerland,  Rich, 
estimated  to  be  worth  around  $800 
million,  keeps  finding  ways  to  do 
business  with  Uncle  Sam.  After  a 
Forbes  article  (June  12,  1989)  ex- 


Fugitive  commodities  trader  Marc  Rich 
In  his  metals  we  trust. 


posed  Rich's  role  as  a  middleman  in 
the  shipment  of  American  grain  to  the 
Soviet  Union,  the  U.S.  government 
withdrew  its  business  from  his  Richco 
grain  trading  outfit.  But  just  last 
month  another  Rich  affiliate,  Claren- 
don Ltd.,  won  bids  to  supply  $1.3 
million  worth  of  nickel  and  $4  million 
of  copper  to  the  U.S.  Mint.  That's  on 
top  of  some  $23  million  of  nickel,  zinc 
and  copper  that  Clarendon  has  sup- 


plied to  the  Mint  in  the  last  two  years. 

Clarendon  may  now  be  the  world's 
biggest  trader  of  metals  on  the  spot 
market.  In  November  Rich  bought 
N'arious  metals  contracts  belonging  to 
Salomon,  Inc.'s  Philipp  Bros,  unit, 
where  Rich  got  his  start  as  a  trader 
almost  two  decades  ago.  The  acquisi- 
tion will  enhance  Rich's  power  in 
aluminum,  copper,  zinc,  tin,  nickel 
and  copper  concentrates.  And  Rich's 
strength  in  aluminum  (Forbes,  Dec. 
29,  1986)  will  compound  if  a  consor- 
tium that  includes  Clarendon  gets  the 
nod  to  build  an  aluminum  smelter  in 
Venezuela — just  650  miles  across  the 
Caribbean  from  the  rich  bauxite 
mines  of  Jamaica. 

A  busy  fugitive,  KJch.  On  the  oil 
front,  he's  trading  Soviet  crude.  Dur- 
ing the  American  hostage  crisis.  Rich 
dealt  heavily  in  embargoed  Iranian 
crude.  With  that  kind  of  record,  it 
would  be  no  surprise  if  Rich  were 
behind  any  oil  Saddam  Hussein  can 
spirit  out  of  Iraq  or  Kuwait. 

Leveraged  givebacks? 

The  Bass  brothers'  leveraged 
buyout  of  Darling-Delaware  Co. 
(FoRBES,/w/r  10, 1989)  may  not  have 
such  a  happy  ending  for  the  finan- 
ciers. Sid  and  Lee  Bass  and  several 
partners  took  a  $  1 80  million  dividend 
out  of  the  fat-rendering  company  in 
1988.  But  since  Darling  defaulted  last 
September  on  $175  million  in  subor- 
dinated notes,  bondholders  have 
launched  a  fierce  counterattack. 
To  pay  themselves  that  massive  div- 
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The  9000  Turbo, 


THE  CARS  THE  AUTOMOBILE 
ESTABLISHMENT  EITHER 
CANT  BUILD,OR  WONT 


Once  again,  carmakers  every- 
where are  flooding  dealer  show- 
rooms with  mainstream  vehicles 
for  mainstream  tastes. 

Once  again,  Saab  isn't. 

So  among  the  new  Saabs 
you'll  find  cars  that  confront  the 
myths  conventional  wisdom 
holds  most  dear.  Cars  that  are  "not 
generic  transportation  modules, 
indistinguishable  from  the  herd, 
but  rather  vehicles  with  panache" 
(Motor  Trend) 

And  for  1991,  panache  comes 
in  a  full  complement  of  styles, 
shapes  and  missions: 

The  9000  Turbo  is  a  200-  horse- 
power sedan  that  surges  from  0 
to  60  in  an  exhilaratmg  6.4  sec- 
onds. But  for  all  its  performance 
credentials,  the  real  genius  of  the 
car  lies  in  how  those  credentials 
have  been  achieved. 

Since  Saab  unleashes  those 
horses  through  turbo  charging, 
the  exhilarating  rush  of  power  is 
there  when  it's  needed  —  and  only 
when  it's  needed.  So  it  doesn't ' 
squander  fuel  on  the  snail's- pace 
traffic  so  unkind  to  big-engined 
cruisers.  Making  it  one  of  the 

■  MSRR  excluding  taxes,  license,  freight,  dealer  charges  and  ciptmns  Pritcs  arc  subicct  to  change  "  Whichever  comes  first.  S  1990  Saab  Cars  U  S  A .  Inc 


few  high-performance  sedans  that 
isn't  compromised  by  reality 

The  9Q00S  is  a  sports  sedan 
that  brings  something  refreshing 
to  the  category:  a  complete  car. 

It  has  the  largest  fuel-injected 
engine  Saabever  built, the  agility 
of  a  true  European  road  car— plus 
the  space  and  versatility  such  cars 
often  deny 

1 1  's  the  only  European  impor  t 
with  enough  interior  passenger 
space  to  be  rated  a  "Large"  car  by 
the  EPA.  And  enough  cargo  space 
to  rival  a  station  wagon's. 

In  short,  a  sports  sedan  de- 
signed for  full-fledged  humans, 
instead  of  the  one -dimensional 
version  that  conventional  carmak- 
ers seem  to  have  in  mind. 

The  Turbo  Convertible  re- 
sembles no  present  -  day  car  so 
much  as  the  classic  top-down  road- 
sters that  kindled  more  than  one 
generation's  love  of  automobiles. 

Yet  its  most  revealing  dif- 
ferences aren't  visible.Unlike  con- 
vertibles that  are  sawed-off 
hardtops  in  disguise,  the  Saab  has 
23  special  body  and  chassis  mem- 
bers to  counteract  the  stresses 


unique  to  convertibles.  And  a 
heated  glass  rear  window,  instead 
of  a  plastic  afterthought. 

The  result  is  a  convertible 
created  by  engineering,rather  than 
by  cosmetics. 

In  all,  Saabs  range  from 
$18,295  to $33,995.*  In  retum,you 
get  a  car  whose  overall  quality 
is  perhaps  best  reflected  in  its 
warranty:  a  6-year/ 80,000 -mile 
limited  warranty  that  includes 
bumper-to-bumpercoverage  with 
Saab's  Roadside  Assistance  for 
3  years  or  40,000  miles*.*  (See  your 
Saab  dealer  for  complete  details.) 

So  if  you're  in  the  market 
for  a  1991  automobile,  the  wisdom 
of  comparison  shopping  all  but 
mandates  a  visit  to  a  Saab  dealer. 

You'll  leave  with  the  benefit 
not  just  of  a  test  drive,  but  a  per- 
spective few  other  cars  can  provide: 

The  chance  to  see  what  cars 
can  achieve  when  the  constraints 
of  convention  are  removed. 


WE  DON'T  MAKE  COMPROMISES. 
WE  MAKE  SAABS. 


i-mmmamammmmi^^mmmmm^mmammm^mmi^—wa  j  .  i  ■  ■  .  >  1 1  jx> jrm^t^^^ 


WHO 
SCORES 

95%  IN 

POUCYHOLDER 

smsFAcnoN? 


When  Equitable  policyholders  were  surveyed  by  a  national  research 
organization  recently,  a  full  95  percent  proclaimed  themselves  satisfied  with 
their  policies. 

Behind  this  extremely  high  level  of  satisfaction  is  the  extremely  high  level 
of  professionalism  displayed  by  our  agents.  We're  number  one  in  the  industry 
in  agents  who  are  CLUs  (Chartered  Life  Underwriters)  and  ChFCs  (Chartered 
Financial  Consultants). 

Over  60  billion  dollars  of  assets  and  258  billion  dollars  in  coverage  make 
The  Equitable  the  third-largest  insurance  company  in  America.  It's  a  result  of 
the  trust  we've  continued  to  build  for  over  130  years. 

To  learn  more  about  the  strength  of  our  numbers,  please  write  to  Richard 
H.  Jenrette,  Chairman  and  CEO,  or  Joseph  J.  Melone,  President  and  COO,  at 
The  Equitable,  787  Seventh  Avenue,  Dept.  A,  New  York,  NY  10019. 
THE 

EQUITABLE 


STRENGTH  IN  NUMBERS 


3122090  ©  1990  The  Equitable  Life  Assurance  Society  of  the  U.S..  NY.  NY, 
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FOLLOW-THROUGH 


idend,  the  Bass  group  piled  an  extra 
$150  million  or  so  in  debt  onto  Dar- 
ling. Darling's  bondholders  are  de- 
manding that  the  group  put  much  of 
the  dividend  back  into  the  company. 

Darling  is  not  the  only  shady  Bass 
deal.  In  April  1988  Acadia  Partners, 
L.P.,  a  firm  largely  handed  by  Sid  and 
Lee's  brother  Robert,  bought  an  Ar- 
kansas-based supermarket  chain. 
Harvest  Foods,  Inc.,  for  $5.5  million 
in  equity  and  $22  million  in  assumed 
debt.  A  year  later  Harvest  paid  Acadia 
$24  million  for  its  equity  and  bought 
back  the  debt  for  $25  million. 

Did  Harvest's  operations  improve 
so  handsomely?  Hardly.  To  pay  itself 
that  $49  million,  Acadia  smothered 
Harvest  with  another  $80  million  in 
debt.  Now  the  company's  finances 
must  be  restructured  again.  Last 
month  Acadia  offered  a  $5  million 
senior  loan  to  Harvest,  but  bondhold- 
ers want  equity,  in  cash. 

Leveraged  buyout  pioneer  Ray- 
mond Chambers  has  volunteered  to 
return  more  than  $50  million  to  the 
workers  of  Simmons  Co.  (FoRBFS, 
Feb.  4).  If  the  Bass  people  voluntarily 
follow  that  example — or  are  forced 
to — they  may  end  up  giving  back  a 
good  chunk  of  the  more  than  $200 
million  they  took  out  of  the  Harvest 
and  Darling  deals.  -Jason  Zwkk; 

Triumph,  then  tragedy 

Last  months  death  of  Colman 
Mockler  Jr.  was  a  shock.  Interviewed 
for  Forbes'  Feb.  4  cover  story,  Gil- 
lette's chief  executive  seemed  fit,  even 
after  fending  off  no  fewer  than  four 
takeover  bids  in  two  years.  "It  doesn't 
do  much  good  to  get  highly  emotion- 
al," he  said  of  the  battles.  "It  doesn't 
set  a  very  good  example." 

Perhaps  the  exertion  finally  took  its 
toll  on  this  talented  executive  who 
leaves  behind  a  company  in  splendid 
shape.  — SuBRATA  N.  Chakravarty 


Gillette's 
Colman 
Mockler  Jr. 
A  fitting 
epitapli. 
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Making  K  In  Savannah  Has  Always  Been 
An  Easy  Come,  Easy  Go  Proposition. 

Whether  your  business  is  manufacturing  or  distribution,  Savannah,  Georgia,  offers 
you  the  best  of  both.  The  workforce  here  is  skilled,  ready,  and  always  productive.  In 
heavy  industry,  light  industry  and  high-tech  manufacturing. 

Savannah  is  also  the  busiest  decpwater  port  on  the  south- 
Atlantic  coast,  enabling  your  company  to  speed  cargo  to 
and  k)m  any  part  of  the  globe.  And  as  the  city's  skyline 
shows-a  new-built  bridge,  factories,  hotels,  churches, 
shopping  malls- Savannah  is  energized  for  the  future. 
To  find  out  all  the  bottom-line  reasons  to  relocate  in         ^t^^m^^km  A 
Georgia,  please  write  us.  a  call  404-656-9306.  GEORGIA 

Savannah.  Another  way  to  strike  it  rich  in  Georgia.     Jhe^EafBusinSSS 

Georgia  Dcparlmenl  of  Industry.  Trade  &Tounsm.Dcpl,  PBS,  P.O  Box  1776.  Atlanla.GA  30301  ' 

Photo  Courtesy,  Georgia  Departnnent  ol  Archives  and  History. 


A  CONSERVATIVE  APPROACH 
TO  HIGH  GLORAL  YIELDS 


Introducing  T.  Rowe  Price  Global  Government  Bond  Fund.This  Fund 
seeks  high  current  income  from  both  foreign  and  domestic  govem- 
ment  bonds,  wherever  the  highest  returns  are  found.  It  follows  a 
conservative  strategy  designed 


to  reduce  the  special  risks                  1       t.  Rowc  Price,  lOO  E  Pratt  St ,  Baltimore,  MD  21202        ' 
of  international  investing,                 |       Scnd  me  a  prospectus  for  the  Global  Government       | 
including  CUrrenCV  risks   Of           l       Bond  Fund  with  more  complete  information,             i 

.    ij         J     1               '.                         mcludmg  management  fees  and  other  charges 
course,  yield  and  share  price           ,       and  expenses  I  w,ll  read  u  carefully  before  I               , 
will  vary.  $2,500  minimum             1       mvest  or  send  money.                                                   1 

($1,000  for  IRAs).  No  sales                                                                      | 

charges.                                                              Name                                                                       1 

Address                                                      GGB012043 

City/State/Zip 

Call  24  hnurs  fnr  a     1                                                                  1 

m_        .    m              ..        1  •»       '       Phone     D  Home     D  Business        .^^j,    ,;^            ' 

free  information  kit    i                                      0^^ 

1-800-638-5660     ,              /,„,'sf  With  Confidemr^^j^ 

TRoweRlceSk 

T.  Rowe  Price  Investment  Services,  inc.,  Distributor, 


^Tiiamn; 
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Loose  lips 


you  can't  say  anything  nice 


GiANCARLO  Parretti,  ncw  owner  of 
MGM/ua,  continues  to  endear  himself 
to  the  Hollywood  establishment.  One 
story  making  the  Tinseltown  rounds: 
Parretti  was  flying  in  to  talk  with 
billionaire  Marvin  Davis  about  the 
possibility  of  investing  in  mgm.  Davis 
sent  a  car  to  pick  up  Parretti  at  the 
airport.  After  the  Italian  financier  was 
delivered  to  Davis'  doorstep,  the  bil- 
lionaire excused  himself  for  a  mo- 
ment. Upon  returning,  he  told  Par- 
retti to  beat  it,  pronto.  Apparently, 
Davis'  driver  spoke  enough  Italian  to 
listen  to  Parretti  joking  with  an  aide 
about  Davis'  physique  and  ethnic  her- 
itage. Davis  declined  comment,  and 
Parretti  could  not  be  reached  at  press 
time .  -John  Taylor  and  E .  S . 

Rocky  Mountain  high 

Not  ALL  DEVELOPERS  are  waiting  out 
the  storm.  Billionaire  builder  A.  Al- 
fred Taubman  is  proposing  a  new 
$200  million  shopping  center  of  up  to 
1  million  square  feet.  Location:  Den- 
ver's beleaguered  downtown. 

Three  other  developers  want  to 
build  new  hotels  or  expand  existing 
ones  in  the  downtown  project.  But 
Taubman  probably  has  the  retail  seg- 


ment in  the  bag.  Last  August  Taub- 
man Cos.  opened  the  $200  million 
Cherry  Creek  Shopping  Center  in  a 
ritzy  Denver  enclave.  Sales  there  aver- 
aged $400  a  square  foot  in  the  first  six 
months,  far  ahead  of  projections.  This 
has  impressed  the  city  fathers,  so 
much  so  that  they  might  put  up  nearly 
a  quarter  of  the  financing  for  the 
I  downtown  center.  A  decision  is  due  in 
%  early  February.  -Claire  Poole 

GM's  new  point 
man  in  Europe^ 

General  Motors  is  planning  an  ag- 
gressive new  push  into  Europe.  The 
company  has  been  talking  to  automo- 
tive legend  Jim  Moran,  who  helped 
put  Toyota  on  the  U.S.  map  (Forbes, 
Oa.  23,  1989),  about  distributing  gm 
vehicles  in  France.  These  U.S. -made 
vehicles  are  intended  to  complement 
products  from  GM's  European-based 
Opel  division. 

No  one  will  confirm  the  European 
deal,  but  Moran's  son-in-law,  John 
McNallv,  recently  spent  some  time  in 
Paris  and  is  presumed  to  be  laying  the 
groundwork.  And  Moran's  organiza- 
tion has  run  ads — written  in  French — 
in  a  U.S.  automotive  journal  seeking 
qualified  personnel. 

Supcrsalesman  Moran,  now  72,  is 
worth  an  estimated  $760  million.  He 
started  out  as  a  scr\'ice  station  opera- 
tor  and   went   on    to   become   the 


world's  largest  Ford  dealer  and,  later, 
Toyota's  largest  U.S.  distributor.  Last 
year  his  JM  Pontiac  dealership,  of  Hol- 
lywood, Fla.,  sold  more  than  20,000 
-Graham  Button 


new  cars. 


Ready, 


aim 


An  early  casualty  of  the  Gulf  war 
was  the  international  arms  fair  that 
was  to  be  hosted  by  the  United  Arab 
Emirates  in  late  January.  Fairs  &  Ex- 
hibitions Ltd.,  the  London  firm  orga- 
nizing the  show,  has  set  a  new  date  for 
November,  but  who'll  need  to  go? 
What  works  in  the  desert — and  how 
well — will  by  then  have  been  clearly 
demonstrated.  -Joel  Millman 

Press  1  for 
propaganda 


Auto  supersalesman  Jim  Moran 
Planning  to  wheel  into  France. 


Callers  to  Fred  Carr's  troubled 
insurer.  First  Executive  Corp.,  at  its 
Los  Angeles  headquarters,  get  an  auto- 
mated message.  First  option:  informa- 
tion on  the  company's  "history,  finan- 
cial growth  or  strength."  All  investors 
need  to  know  about  First  Exec's  finan- 
cial strength  is  summed  up  by  its  recent 
stock  price:  ^/i6 — down  from  an  alltimc 
high  of20  back  in  1986. 

Not-so-wellWelbilt 

When  Jerome  Kohlberg  walked 
out  of  the  Kohlberg  Kravis  Roberts 
buyout  factory  in  1987,  he  said  he 
wanted  to  do  only  deals  where  "rea- 
son should  prevail."  But  one  of  his 
biggest  deals  to  date,  the  1988  pur- 
chase of  food  equipment  maker  Wel- 
bilt  Corp.,  is  looking  a  little  green 
around  the  edges.  Last  fall  Standard 
&  Poor's  downgraded  $75  million  of 
junk  bonds  used  to  finance  the  $230 
million  deal.  Then  in  January,  s&T 
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Jerome  Kohlberg;  A  "reasonable"  deal? 

lowered  its  outlook  on  the  bonds  to 
"negative."  At  about  the  same  time, 
Richard  Hirsch,  chief  executive  and 
son  of  the  founder,  jumped  ship.  Wel- 
bilt's  interest  coverage  is  pretty  thin, 
leaving  it  in  violation  of  some  of  its 
debt  agreements  (Wclbilt  got  waivers 
on  those  violations).  The  company, 
which  had  been  negotiating  with 
bank  lenders,  refuses  comment.  Just 
goes  to  show  that  in  the  buyout  game, 
reason  is  no  guarantee  of  success. 


Flying  by  wife 

Altiiougn  government  investigators 
blamed  pilot  error  in  the  crash  of  two 
of  its  new  A-320  jets,  Airbus  Indus- 
trie has  nevertheless  made  a  signifi- 
cant change  in  the  plane's  fly-by-wire 
computer  software.  The  system  will 
now  automatically  prevent  pilots 
from  accidentally  flying  too  close  to 
the  ground  in  what's  called  "flight 
idle"  engine  thrust.  This  is  the  mini- 
mum thrust  level  that  can  be  sus- 
tained, and  it  takes  six  to  eight  sec- 
onds for  modern  engines  to  wind  up 
to  full  power  from  that  setting.  Now, 
once  the  plane  descends  to  a  set  alti- 
tude, the  flight  computers  will  in- 
crease power  to  a  higher  level  from 
which  the  engines  can  accelerate  more 
rapidly. 

In  both  of  the  A-320  accidents,  a 
contributory  factor  was  that  having 
set  the  engines  incorrecdy  at  flight 
idle  the  pilots  were  subsequently  un- 
able to  get  engine  power  soon 
enough  to  avoid  flying  into  the 
ground.  -Howard  Banks 

Forbes  ■  Februar>'  18,  1991 


^IL^ 


<p:i^. 


^^ 


.<<i 


UST    206 


•  100%  U.S.  Treasuries 

•  No  State  Taxes 

•  No  City  Taxes 

•  $2,500  Minimum 

100%  U.S.  GOVERNMENT 

GUARANTEED  PORTFOLIO  SECURITIES! 


„^j^J|^  ^^%&  V*  Fund's  portfolio  securities  are  100%  guaranteed 


■^ 


OP 


<ae 


if^ 


^' 


c^*' 


as  to  the  timely  payment  of  interest  and  principal. 

Of  course,  the  market  value  of  the  Treasury  securities 

and  the  Fund  shares  are  not  guaranteed. 

UNIQUE  TAX  ADVANTAGE! 

Due  to  its  structure,  this  is  the  only  money  market  fund 

that  can  provide  income  free  of  state  and  local  taxes  from 

a  portfolio  of  100%  U.S.  Treasuries  in  49  states. 


Dreyfus  Special  Offer! 

For  a  period  of  time,  the  usual  management  fefe  is  being  waived. 
Call  for  details. 


Call  for  today's  high  current  yield  and  for  a  Prospectus  which  contains 

more  complete  information,  including  management  fee,  charges  and  expenses. 

Please  read  the  Prospectus  carefully  before  you  invest. 

®-  1-800-782-6620  Ext.  4io9 

reyfUS  100%  us.  Treasury 

P.O.  Box  3498,  Camden,  Nj  08101  Moncy  Market  Fund,  L.R 


047 001 


"Source:  Based  on  information  provided  by  IBC/Donoghue's  Money  Fund  Report  for  money 
market  funds  investing  100%  in  U.S.  Treasuries  for  the  7-day  period  ending  January  15,  1991 
and  reflects  the  absorption  of  certain  Fund  expenses.  Yield  fluctuates.  Past  performance  is  no 
guarantee  of  future  results.  Income  is  subject  to  Federal  tax. 
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Joseph  Jachna,  Door  County 


Vision  is  the  art 
of  seeing  things  invisible!' 

Jonathan  Swift 


The  future  is  composed  of 
insights  reflected  by  what  we  leam  today. 

At  Toshiba,  we've  been  turning 
those  insights  into  a  tangible  future  for 
over  one  hundred  years. 

Sustaining  it  ncjw  with  our 
commitment  to  manufacturing  in  the  U.S. 
And  with  a  wide  diversity  of  products 
of  the  highest  quality 

All  of  which  have  helped  make  us 
one  of  the  leading  electrical  and  electronic 
manufacturers  in  the  world. 

With  a  unique  perspective  that 
helps  us  imagine  a  better  tomorrow. 

In  Touch  W\t\\  Tomorrow 

TOSHIBA 


Color  TVs 
&VCRs 

Computers 
&  Printers 

Copiers 

CT  Scanners 

Digital 
Instrumentation 

Disk  Drives 

Facsimile 
Systems 

Home  Appliances 

Industrial  Motors 
&  Controls 

Liquid  Crystal 
Displays 

Medical  Tubes 

MR  Imaging 

Nuclear  Medicine 

OPTO  Electronic 
Devices 

Picture  Tubes 

Porlal-)lc  Audio 

Professional 
Video  Systems 

Room 

Air  Conditioners 

Semiconductors 

Telecommunication 
Systems 

Turbines 
&  Generators 

Ultrasound 

Uninterruptible 
Poiver  Supply 

Variable  Speed 
Drives 

X-Ray  Systems 
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Economic  i;heoty 


TUSOVIXT  UlflQNt 


I  MVimi'j'     ."jiioims      AoiuSt  oicirarmn 


Economists  get  the  ax 


Sir:  I  am  dismayed  bv  the  le\'el  to 
which  professional  economists  ha\'e 
taken  the  fine  study  of  economics 
("Drean'  days  in  the  dismal  science," 
Jan.  21).  I  blame  the  emphasis  placed 
on  macroeconomics  in  our  universi- 
ties and  those  politicians  who  wish  to 
steer  our  national  economy. 
-Edward  T.  Pkrrv 
Midlothian,  Va. 

Sir:  Macroeconomic  forecasts  do  not 
have  to  be  accurate  to  the  last  decimal 
place  in  order  for  the  business  econo- 
mist to  alert  his  management  to 
swings  in  their  markets  and  to  point 
them  in  the  right  direction. 
-Edith  H.  On  van 
Fon  Lee,  N.J. 

Sir:  Businesses  make  decisions  based 
on  their  best  estimates  of  what  will 
happen.  Your  article  did  not  suggest  a 
better  method  of  navigating  this  envi- 
ronment. Economics  combines  the 
science  of  studying  the  past  with  the 
art  of  analyzing  the  present. 
-Seymour  I^arcun 

Chairman,  .Management  Department 

St.  Francis  Colle^fe 

New  York,  N.  T. 


Risky  business 


Peter  Grace  ga\'c  the  federal  go\ern- 
ment  2,478  \\a\s  to  sa\e  ta.\pa\'ers 
hundreds  of  billions  of  dollars  in 
waste.  One  recommendation  was  to 
charge  savings  and  loans  \'ar\'ing  pre- 
miums based  on  their  le\el  of  risk,  just 
like  business  d(K's. 
-pRtDhRiCK  E.  Bona 

Vice  President 

W.R.  Grace  C^  Co. 

Nor  Tori;,  N.r. 


Tapped  out 


Sir:  'Tapping  \our  IRA  nest  egg  ear- 
1\ "  (Dec.  10,  1990)  is  timeh'  in  report- 
ing a  relati\elv  unknown  yet  signifi- 
cant de\elopment  in  retirement  plans. 
There  is,  ho\\e\'er,  one  major  error:  If 
you  begin  tapping  your  iRA  at  age  50, 
\'ou  cannot  cease  at  55  without  incur- 
ring the  10%  premature  distribution 
penalt\'.  You  must  continue  until  the 
later  of  age  59'/?  or  5  \'ears. 
-Thomas  B.  Whi-flkr 

Wheeler  Associates 

Duluth,  Aiinn. 


Healthy  return 


Sir:  Re  your  Fact  and  Q^mment  on 
the  failure  to  reform  deposit  insur- 
ance. (Dec.  10,  1990.)  Back  in  1984 


Sir:  In  a  table  in  your  Annual  Report 
On  American  Industn'  (Jan.  7)  vou 
show  a  deficit  return  on  capital  for 
RPM  for  the  most  recent  12  months. 
This  is  incorrect. 
-Frank  C.  Sli  i  i\an 

KPMInc. 

Medina,  Ohio 

Return  on  capital  should  hair  been 
13%.— En. 


Edsel  Ford,  left 

Sir:  In  your  Feb.  4  Flashbacks,  that's 
Edsel  Ford  on  the  left,  not  Kermit 
Roosevelt. 
-Jonathan  Amks 
Detroit,  Mich. 

Mr.  Ames  is  correct.  The  photojjraphs 
were  inadvertently  transposed. — Ed. 


Well  balanced 

Sir:  Rc  Chubb  Corp.'s  international 
expansion  ("Insuring  success 
abroad,"/'^''-  ^O-  aig,  the  leading  U.S. 
international  insurer,  has  an  out- 
standingly successful  ox'erseas  life 
business,  which  vou  do  note.  But  \'ou 


tail  to  point  out  that  AIG  also  has  a 
strong  nonlife  business  overseas.  Alti's 
strength  overseas  is  well  balanced  be- 
tween life  and  nonlife  operations. 
-Mal'rich  R.  Grhhnbhrc; 

Chairman 

American  hiteniational  Group,  Inc. 

New  York,  N.Y. 


Japan  bashing 


Sir:  Re  Fact  and  Comment  (Dec.  24, 
1990).  The  Japanese  ma\'  not  be  the 
biggest  foreign  buyers  of  our  business- 
es, but  they  are  the  biggest  sellers  of 
r\'s,autos,etc.  that  U.S.  businesses  are 
unable  to  produce.  When  we  build  a 
better  mousetrap,  we  won't  have  to 
bash  Japan  for  being  more  productive. 

-EiNA  R.  S(HUHI.l,hNHAC:H 

Cottonwood,  Ariz. 

Sir:  We  perceive  the  Japanese  take 
advantage  of  the  relatively  free  access 
to  other  markets  while  keeping  theirs 
relativeh'  closed.  Were  the  Japanese 
perceived  to  be  fair  in  allowing  access 
to  their  markets,  Japan-bashing 
would  drop  precipitously. 
-Ernhst  S.  Nounou 
NewYork,N.Y. 

Nature/nurture 

Sir:  To  suggest  that  character  alone 
explains  why  the  great  majorirs'  of  our 
citizens  is  above  the  povertv'  line  is 
naive  (Michael  Novak, /«?j.  7).  Per- 
sonal character  is  not  available  bv 
prescription:  Like  anv  seed  it  needs  a 
decent  environment  in  which  to  tie- 
xelop.  Otherwise  it  rots. 
-Parkhr  W.  Silzkr 
NewYork,N.Y. 

My  generation 

Sir:  Re  Michael  Novak's  column 
(Dec.  24,  1990)  and  Dr.  Thomas  J. 
DiLorenzo's  letter  (Jan.  21).  There  is 
no  concern  to  be  worried  about  our 
young.  Years  ago,  when  I  lived  in 
Germany,  there  was  a  saving:  "If  you 
are  young  and  not  a  socialist,  you  have 
no  heart.  But  if  you  are  a  socialist 
when  you  are  old,  vou  have  no 
brains."  All  God's  children  will  grow- 
up.  Some  parents  may  die  waiting, 
but  eventually.  .  .  . 
-Kurt  J.  Altschul 
Bronx,  N.Y. 
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START  PLANNING  FOR  RETIREMENT 
RESERVE  YOUR  SEATS  NOW. 

If  you  couldn't  reach  your  goal  for  retirement, 
would  you  stand  for  it'^  Well,  if  you  don't  plan  ahead, 
you  might  have  to. 

After  all,  you  can't  count  on  social  security 
alone  to  keep  pace  with  the  rapidly  rising  cost  of. 
living.  And  since  your  life  expectancy  is  now  longer 
than  ever,  you'll  need  more  money  still.     " 

It's  time  to  contact  The  New  England.  With 
more  than  150  years  of  experience  and  more  than 
155  billion  in  assets  under  management,  we're  in  a 
unique  position  to  help.  Using  a  variety  of  funding 
options,  one  of  our  representatives  can  help  you  create  a 
retirement  plan  to  meet  your  budget  today  and  your 
goals  tomorrow  Plus,  we'll  monitor  your  plan 
to  make  sure  it  changes  as  your  needs  change. 

So,  if  you  want  the  best  seats  available 
for  your  retirement,  act  now 

Reservations  will  be  gladly  accepted. 
Call  1-800-562-2448,  Ext.  890  for  more 
information,  including  our  free  brochure. 
The  New  England.  Your  Financial  I^rtner, 
\bur  Financial  Future. 


Qn  The  New  England 

BBBi     Your  Financial  Partner 

The  name  "The  New  England"  and  the  monogram  are  registered  service  marks 
of  New  England  Mutual  Life  Insurance  Company.  Boston,  Mas.sachusctts 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


Postwar  Prosperity  and  Peace  in  Mideast 


Economic  growth  is  the  best  antidote  to  the  deadly 
dictatorships  and  reactionary  fundamentalism  that 
plague  the  Mideast.  Expansion  would  create  a  middle 
class  more  interested  in  getting  ahead  than  in  waging 
wars  against  neighbors. 

The  region's  progress,  including  that  of 
Israel,  has  been  severely  hampered  by  eco- 
nomic feudalism  or  what  is  known  in 
modern  times  as  socialism. 

Iraq's  economy  is  excessively  centralized. 
Baghdad  bureaucrats  dominate  commercial 
activities,  taking  their  cues  from  Saddam. 
Egypt  is  better,  but  that  country,  too,  is 
smothered  by  bureaucracy  and  excessive 
taxation,  which  is  why  so  many  of  Egypt's 
best  and  brightest  migrate  to  other  lands. 

Even  Israel's  economy  is  in  something  of  a      ^^^* 
straitjacket,  with  the  government  and  gov- 
ernment-sanctioned   companies    dominating   economic 
life.  Jerusalem  is  in  the  process  of  selling  shares  in  some  of 
the  banks  it  owns.  But  this  is  a  baby  step  to  the  sweeping 
tax  cutting,  deregulation  and  denationalization  the  Jew- 


Can  the  Arabs  become 
the  new  Koreans? 


ish  state  so  badly  needs. 

Too  many  business  elites  in  the  Middle  East  are 
dependent  for  prosperity  on  political  favors  and  politi- 
cally protected  monopolies.  The  U.S.  will  thus  find  the 
least  resistance  to  economic  change  in  war- 
devastated  Iraq.  Egypt  might  also  be  recep- 
tive if,  at  the  same  time,  we  were  to 
liberate  it  from  the  clutches  of  the  Interna- 
tional Monetar\'  Fund,  whose  policies  of 
money  debasement  and  gratuitous  austerity 
have  retarded  progress  there  and  in  count- 
less other  nations. 

Ingredients  for  reform  are  basic:  stable 
money,  low  taxes,  the  right  to  buy  and  sell 
property,  and  freedom  to  set  up  new  busi- 
nesses with  minimal  bureaucratic  hassles. 

When  the  war  ends,  Washington  should 
use  its  transitory  preeminence  in  the  Gulf 
to  push  free-enterprise  economic  policies.  Otherwise, 
we'll  get  bogged  down  in  the  morass  of  Mideast 
politics,  without  planting  the  seeds  of  long-term  stabil- 
ity and  democracy. 


Mikhail,  the  Barbarian 

If  Gorbachev  deliberately  wants  to  wreck  what  is 
left  of  the  .Soviet  economy,  he  can't  do  better  than 
his  acts  of  recent  days.  In  the  name  of  fighting  crime 
and  inflation,  he  has  stolen  the  savings  of  tens  of 
millions  of  individuals.  And  he  has  destructively  loosed 
the  KGB  to  harass  and  suppress  individual  entrepre- 


neurs suspected  of  committing  "'economic  crimes." 

But  the  economy  will  stay  stagnant,  and  the  bad 
guys'  victory  can  be  undermined  by  skillful  democratic 
opposition,  not  too  dissimilar  to  what  happened  in 
Poland.  The  U.S.  must  establish  ties  with,  and  discreet- 
ly support,  the  reformers. 


Star  Wars — Now  More  Than  Ever 


There  is  no  more  powerful  persuader  of  our  need  to 
vigorously  develop  an  antimissile  defense  system  than  the 
Gulf  war. 

Star  Wars  critics  should  cease  their  opposition  and 
support  rapid,  fiiU-scale  development  of  several  promising 
approaches,  including  "Brilliant  Pebbles,"  in  which  swarms 
of  small  satellites  orbit  in  space,  ready  to  intercept  enemy 
rockets.  It  was  Star  Wars  that  pushed  the  transformation  of 


the  Patriot  from  an  antiaircraft  to  an  antimissile  weapon. 

Numerous  nations  are  developing  missile  technology 
and,  sadly,  nuclear  technology,  as  well.  By  decade's  end, 
the  CIA  estimates  that  at  least  15  countries  will  be 
building  ballistic  rockets.  And  many  will  be  able  to  build 
nuclear  bombs. 

Development  and  deployment  of  missile  defense  sys- 
tems must  be  our  top  military  priority  at  war's  end. 


Maybe  We  Don't  Have  the  Dough 


to  pour  money  of  Marshall  Plan  proportions  into 
Poland,  Hungary  and  Czechoslovakia.  But  we,  and 
Western  Europe,  can  help  these  countries  just  as  well 


by  forgiving  or  easing  their  debts. 

Poland,  for  instance,  owes  Western  governments  $30 
billion.  These  loans  should  be  canceled  or  converted  to 
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long-term  bonds,  with  no  interest  payable  for  several 
years  and  then  at  low  rates  after  that.  The  quid  pro  quo? 
Genuine  free-enterprise  reforms. 

Warsaw's  new  president,  Lech  Walesa,  instinctively 
understands  that  the  preceding  government's  economic 
policies  were  deeply  flawed,  despite  the  free-market  label 
attached  to  them.  He's  right.  Taxation  remains  exces- 


sive— the  current  payroll  tax  is  up  to  62%,  for  instance — 
while  current  law  and  bureaucratic  obstacles  make  it 
extremely  difficult  to  set  up  new  enterprises. 

Forgiveness-plus-reform  would  lift  the  communist 
legacy  of  debt  and  dead-hand  economics  from  these 
critical  countries  and  would  set  a  potent  example  for  the 
Soviet  Union. 


Democratic  Vandenberg? 


Before  World  War  II,  the  archetypal  isolationist  was 
influential  Republican  Senator  Arthur  Vandenberg.  He 
adamantly  opposed  any  measure  that  might 
possibly  lead  to  American  involvement  over- 
seas. But,  in  the  late  1940s,  he  recognized 
his  errors  and  firmly  supported  Harry  Tru- 
man's foreign  policy  that  had  the  U.S.  step 
up  to  its  global  political  and  militar)'  respon- 
sibilities. His  switch  brought  Truman  critical 
Republican  support. 

Congressman  Stephen  Solarz  (D-N.Y.), 
one  of  the  Democrats'  foreign  policy  gurus 
in  the  House,  defied  his  party's  leadership 


Model  statesman 


and  supported  President  Bush's  right  to  intervene 
militarily  against  Iraq.  As  he  put  it,  "The  great  lesson  of 
our  time  is  that  evil  still  exists,  and  when  evil 
is  on  the  march,  it  must  be  confronted." 

Will  he  influence  Democrats  the  way 
Vandenberg  once  did  Republicans  .>  It  could 
happen.  Solarz,  once  an  antiwar  activist, 
notes  the  irony  of  his  vote:  "It  never  oc- 
curred to  me  that  I  would  be  speaking  on 
the  floor  of  the  House  a  quarter  of  a 
century  later  in  support  of  a  bipartisan 
resolution  that  many  whom  I  respect  fear 
could  lead  to  another  Viemam." 


Paintings  Versus  Paper 


Auction  houses  and  art  collectors  are  learning  what 
investors  and  real  estate  owners  alreadv  know:  Prices  can 
go  down  as  well  as  up.  Hard- 
ly a  sale  goes  by  without  sev- 
eral paintings  failing  to  at- 
tract their  minimum  bids. 

But  this  is  not  the  first 
time  collectibles  have  crum- 
bled. Take  the  early-20th- 
century  equivalent  of  van 
Gogh,  Thomas  Gainsbor- 
ough. One  of  his  master- 
pieces, "The  Mall  in  St. 
James'  Park,"  was  sold  in 
1916  for  close  to  $300,000. 
His    most    famous    work, 


Gainsborough  masterpieces:  great  art,  poor  investment 


"The  Blue  Boy,"  went  for  almost  $700,000  in  1921. 
Adjust  for  the  sizes  of  the  British  and  American  econo- 

mies   then   and   now,    and 

those  prices  would  be  the 
equivalent  of  laying  out  $40 
million  or  $50  million  to- 
day. Gainsborough  paint- 
ings have  not  even  kept  up 
with  inflation. 

If  that  money  had  been 
invested  instead  in  a  broad- 
based  portfolio  of  American 
stocks,  it  would  have  grown 
(assuming  reinvestment  of 
dividends  and  capital  gains) 
to  over  $300  million  today. 


Restaurants— Go,  Consider,  Stop 

These  reviews  are  the  distilled  wisdom  of  brothers  Bob  and  Kip. 


•  The  Quilted  Girafif^550  Madison  Ave.  (Tel: 
593-122 1 ) .  A  must  try.  The  menu  is  very  imaginative.  One 
example:  Wasabi  Pizza  with  Sashimi  Tuna — tasty  with  a 
stunning  presentation.  Service  is  unimpeachable.  Decor: 
extravagant,  expensive  and  moderne. 

^  Santa  Fe— 72  West  69th  St.  (Tel:  724-0822).  A 
successftil  American/Southwestern  restaurant.  The  chips 
with  fresh  salsa,  the  guacamole,  the  charbroiled  chicken  and 
the  beef  burritos  with  fresh  tortillas  are  all  recommended. 
Au  Troquet— 328  West  12di  St.  (Tel:  924-3413). 
Doesn't  live  up  to  its  pretensions.  Potato  leek  soup  rated 
four  stars,  but  the  duck  was  one  tough,  old  bird,  and  the 
tournedos  was  nothing  to  write  home  about.  Mango- 
sorbet  was  not  great  enough  to  compensate  for  second- 


rate  chocolate  mousse.  Given  the  very  Uptown  prices  for 
this  chic  little  Village  boitc,  it  just  ain't  worth  the  trip. 

•  Restaurant  Nippon — 155  East  52nd  St.  (Tel: 
688-5941).  Everything  from  the  sushi-sashimi  combina- 
tion plate  to  the  green-tea  ice  cream  is  as  good  as,  if  not 
better  than,  Tokyo's  best. 

•  ViUage  AteUer— 436  Hudson  St.  (Tel:  989-1363). 
Down-home  Village  eatery  where  the  mother  of  propri- 
etor Craig  Bcro  does  all  the  baking  (great  bread,  pies,  etc.) . 
Try  the  sweet  potato  soup.  Portions  not  nouveUe;  the  fare, 
tender  and  tasty.  Service,  friendly  but  amateurish. 

•  Parioli  Romanissimo — 24  East  81st  St.  (Tel: 
288-2391).  Still  very  expensive — still  very  good.  Not  far 
behind  imaginitive  Four  Star  San  Domenico. 
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You  always  come  back  to  the  basics,  ji^ 


KENTUCKY  STRAIGHT  bOuRBUN  WHISKEY, 
80PROOF(40%ALC    VOL  )  DISTILLED  AND  BOTTLED  BY 
JAMES  B  BEAM  DISTILLING  CO  .  CLERMONT,  BEAM,  K Y 


ATACURA,RESEARCH 


AND  DEVELOPMENT  ISNT 
B   JUST  A  DEPARTMENT 
ITS  AN  ENTIRE  COMPANY 


ndise 


To  the  enguieers  at  Acura,  the  pursuit  of  new  technology  is  valued  so  highly,  research  and  development  exists  aj  fei 
totally  independent  company.  An  environment  where  engineers  are  encouraged  not  only  to  dream  the  impossible,  b 
given  the  means  to  achieve  it.  Case  in  point,  the  new  Legend.  While  the  longitudinally  mounted,  3.2-liter,  24-valve  V-  irestli 
engine  offers  25%  more  power  and  30%  more  torque  than  it  did  before,  it  also  provides  reduced  noise  and  vibratic  )nl{ls 


1990  Acura  Dwmon  of  American  Hcmii  Motor  Co.,  he.  Aciirn  nml  Uxoiiliiri'  tnuk-miirh.  of  HoiiiLi  Motor  Co..  Lid 


11 


lesigned,  independent  double-wishbone  suspension  enhances  handling  and  road  feel.  And  lor  safety's  sake,  the 
iiijnd  is  equipped  with  standard  anti-lock  brakes,  a  driver's  side  air  bag  and  an  available  passenger's  side  air  bag. 
\'- 1  ires  that  make  the  new  Legend  Sedan  stand  alone.  Much  like  the  company 
tKipuilds  it.  Call  1-800-TO-AQJRA  for  information  or  the  nearest  dealer 


®  ACURA 
PRECISION  CRAFTED  PERFORMANCE 
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The  Right  Choice 

President  Bush  returned  from  a 
Thanksgiving  visit  to  the  Gulf  in  a 
subdued  mood.  He  had  studied  the 
eyes  of  men  and  women  who  might 
have  to  die.  He  read  Amnest}'  Interna- 
tional's account  of  Iraqi  atrocities  in 
Kuwait.  Aboard  Air  Force  One  he 
kept  a  copy  of  Martin  Gilbert's  The 
Second  World  War.  He  told  aides  he 
had  noticed  that  when  Hitler's 
Death's  Head  regiments  had  invaded 
Poland  in  1939,  they  had  done  things 
"hauntingly  similar"  to  the  crimes 
committed  by  Iraqi  troops  during  the 
invasion  of  Kuwait.  When  the  Rt. 
Rev.  Edmond  Browning,  presiding 
bishop  of  the  Episcopal  Church,  came 
to  the  Oval  Office  to  urge  patience  on 
him,  he  said,  "You  should  read  the 
Amnesty  International  report.  Then 
you  tell  me  what  I  should  do." 
-Tom  Mathews, 
Newswtek 

Free-Market  Model 

"In  all  these  countries  [from 
Pakistan  to  Algeria],  too  many  people 
have  too  little  hope,"  [says  Turkey's 
President  Turgut  Ozal].  Hence  their 
susceptibility  to  Islamic  fundamental- 
ism as  well  as  the  kind  of  anti-Western 
militancy  Saddam  Hussein  personi- 


fies but  by  no  means  monopolizes. 
Both  those  threats,  Ozal  warns,  will 
survive  the  present  conflict,  and  they 
will  grow  worse  if  the  poor  and  the 
helpless  feel  that  the  rich  and  the 
powerful  have  prevailed  again. 

This  crisis-prone,  autocracy- rid- 
den area  needs  a  model  to  emulate 
in  the  coming  period  of  postwar 
reconstruction  and  realignment. 
Arab  victors  and  vanquished  alike 
will  need  in  their  midst  an  Islamic 
country  that,  whatever  its  faults,  is  a 
secular  state  with  a  democratic  po- 
litical system,  a  market-oriented 
economy  and  close  security  ties  to 
the  West.  Turkey  is  not  just  the  best 
candidate — it's  the  only  candidate. 
-Strobe  Talbott, 
Time 

Proper  Perspective 

Keep  the  v-ad  news  in  perspective. 
Recessions  arc  not  economic  calami- 
ties. Most  people  don't  lose  their 
jobs,  and  many  unemployed  find 
new  work  rclativelv  quickly.  In  the 
depth  of  the  1981-82  recession,  the 
average  spell  of  unemployment  was 
five  months.  That's  a  long  time,  but 
it's  not  forever. 
-Robert  J.  Samuelson, 
Washington  Post 


'And,  furthermore,  if  you  think  for  one  damn  minute 
going  to  put  up  w^'h  your  lousy  shenanigans  .  . ." 


m 


Critical  View 

P.'unting:  n.  The  art  of  protecting 
flat  surfaces  from  the  weather  and 
exposing  them  to  the  critic. 

Formerly,  painting  and  sculpture 
were  combined  in  the  same  work: 
The  ancients  painted  their  statues. 
The  only  present  alliance  between  the 
two  arts  is  that  the  modern  painter 
chisels  his  patrons. 
—The  Devil's  DicmoNARr 
BY  Ambrose  Bierce 


Where  an  insatiable 
aggressor  is  involved, 
peace  is  worse  because  it 
can  lead  to  a  bigger  war. 

Richard  Nixon,  U.S.  News 
&  World  Report 


Adult  Babble 

There  comes  a  time  in  the  life  of 
every  toddler,  usually  during  the  sec- 
ond year,  when  he  or  she  likes  to  talk  a 
lot  but  without  saying  much  in  partic- 
ular. In  this  way  toddlers  are  remark- 
ably like  adults.  The  only  other  re- 
spect in  which  the  young  so  perfectly 
ape  adult  behavior  occurs  much  later, 
during  adolescence,  when  they  begin 
dating  inappropriate  members  of  the 
opposite  sex. 
-Richard  Rosen,  New  York 

Martial  Music 

"We  have  a  lot  of  computers  and  you 
can  bring  together  the  tens  of  thou- 
sands of  details  and  work  them  to- 
gether in  what  we  call  a  common  air- 
tasking  order  and  it  provides  a  sheet  of 
music  that  everybody  sings  the  same 
song  off." 
-Charles  A.  Horner, 

Lieutenant  General,  U.S.  Air  Force, 

architect  of  the  allied 

air  campaign  in  the  Gulf 

The  Team  Spirit 

Voice  from  the  Dean's  office:  "We 
here  at  Loyola  are  straining  every 
effort  to  develop  a  college  that  the 
football  team  can  be  proud  of!" 
—Jor  OF  Irish  Humor 
by  Henry  D.  Spalding  WM 
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Style  that  travels  a  world  of  changing  circumstances. 
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These  Days  When  A  Worker  Has  An  Accident,  Eveiodi 
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The  Workers  Compensation  System  was 
designed  to  help  injured  workers  get  well,  and 
return  to  work.  In  most  states,  it  does.  In  other 
states,  the  problems  aren't  simply  big.  They're 
enormous. 

And  beginning  to  spread  into  other  states. 
Right  down  the  line,  everybody's  starting  to  feel 
the  effects— from  the  workers,  to  their  families, 
to  the  employers,  to  the  insurers. 
The  System 

Over  75  years  ago,  when  it  was  created  to 
protect  v/orkers  from  on-the-job  injuries,  Workers 
Compensation  was  based  on  some  well-inten- 
tioned and  well-received  ideas: 

To  prevent  work-related  accidents  from  ever 
happening. 

To  give  prompt,  quality  medical  attention 

©  Liberty  Mutual  Insurance  Group/Boston,  1990 
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and  equally  prompt  income  benefits. 

To  rehabilitate  injured  workers  and  help 
them  get  back  to  work. 

lb  offer  cost  stability  to  the  employer 

And  ultimately  to  keep  the  entire  workpl 
productive  —  the  less  down-time,  the  more  tinlionin 
you  have  to  be  competitive,  and  stay  competition 
The  Obstacles 

It  bears  repeating:  There  are  problems.  Bi^ 
problems,  in  many  states,  that  need  fixing.  We 
also  need  to  strengthen  the  system  so  that  thes 
problems  don't  spread  to  other  states. 

Problems  like  unnecessary,  time-consumi 
litigation.  Soaring  claims  costs.  Underfunded, 
understaffed  state-administered  agencies.  Andjidi 
on  a  national  level,  runaway  medical  costs. 

Fact  is,  the  economies  of  entire  states  are 
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rting— partly  because  businesses  won't  relo- 
;e  in  places  where  Workers  Compensation  is 
disarray. 
For  some  states,  the  situation  is  so  critical, 
la  urers  have  stopped  writing  Workers  Compen- 
ion  Insurance  altogether— premiums  won't 
m  cover  losses  and  expenses. 
The  Way  To  Help 
What  can  you  possibly  do  to  help?  You'd  be 
prised.  To  help  restore  and  strengthen  the 
es;  ;tem  in  your  state,  you  can  take  two  courses  of 
ion. 


First:  Be  aware.  Find  out  what's  happening 
/our  state,  how  you're  affected,  and  what  you 
1  do  to  help.  Talk  to  your  insurance  company 
business  trade  association. 

Or  two:  Share  your  views  by  writing  to 


Gary  Countryman,  President  and  CEO  of 
Liberty  Mutual,  175  Berkeley  Street,  Boston,  MA 
02117  We'll  help  you  get  in  touch  with  people  in 
your  state  who  can  help. 

When  strong  and  fit,  the  Workers  Compen- 
sation System  works  hard,  and  works  well. 
Everyone  it  touches,  it  benefits  — especially  the 
injured  worker 

Which  is  why,  considering  all  it  stands  for, 
we  should  do  everything  possible  to  keep  it 
standing. 


LIBERTY 
MUTUAL 


Help  Strengthen  Workers  Compensation* 
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16  Screens  And  A  Cast  Of  Millions 


^^ver  17  million  immigrants  saw  these  sights  at 
Ellis  Island,  when  they  came  to  America  to  realize  a  dream 
of  a  better  life  for  themselves  and  generations  to  come. 

We're  helping  to  keep  that  dream  alive.  With  the 
help  of  NYNEX®  technology,  on  interactive  videowoll  actu- 
ally gets  children  involved  with  their  own  heritage,  it's 
part  of  The  Learning  Center  at  Ellis  Island.  The  experience 
is  made  possible  by  NYNEX.  Because  we  understand  children 
have  a  better  idea  of  where  they're  going,  when  they  know 
where  they've  come  from. 


«  1991  NYNEX  Corporation 
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Commentairy 

on  events  at  home  and  abroad 

By  Caspar  W.  Weinberger,  Publisher 


I 


What  Are  Our  Goals  in  the  War  Against  Iraq^ 


Arabian  troops:  occupation  duties  ahead? 


In  response  to  this  crucial  question,  our  government 
generally  refers  to  the  various  U.N.  resolutions  and  says 
that  our  goal  is  to  drive  the  Iraqis  out  of  Kuwait  and 
restore  Kuwait's  legitimate  government. 

If  that  is  all  the  U.N.  meant,  it  is  clear  that  would  not  be 
enough.  In  military  parlance,  there  is  a  great  difference 
between  "taking"  and  "securing"  an  objective.  You  "take" 
an  objective  when  you  occupy  it.  You  "secure"  it  when  you 
go  beyond  the  "taking"  and  establish  defenses  that  enable 
you  to  hold  the  objective  against  any  counterattack. 

Clearly,  Kuwait  will  have  to  be 
secured  if  we  are  to  realize  the  es- 1 
sence  of  the  United  Nations'  intent,  g 
This  means  that  after  Saddam  Hus- 1 
sein  is  driven  out  of  Kuwait,  our| 
coalition  will  have  to  ensure  that? 
Iraq  is  not  left  with  its  militar\' 
capabilities,  including  chemical  and 
biological  weapons  and  its  nuclear 
potential,  intact.  Thus,  to  "secure"    ^^|^ 
Kuwait  requires  us  to  go  into  Iraq, 
not  to  conquer  it  but  to  prevent  a  reinvasion  by  Saddam. 

That  can  be  accomplished  in  a  number  of  ways.  It  will 
require  the  destruction  of  Iraq's  unconventional  warfare 
capabilities  and  the  acceptance  by  Iraq  (preferablv  Saddam 
Hussein's  successor)  of  an  army  of  occupation  to  guaran- 
tee that  it  will  not  simply  reinvade  Kuwait  a  few  weeks 
after  the  bulk  of  our  victorious  forces  leave. 

When  I  have  made  these  points  publicly,  there  are  nearly 
always  objectors  who  say  either  "But  that  is  more  than  the 
U.N.  agreed  to"  or  "That  sounds  suspiciously  like  you  are 
seeking  unconditional  surrender." 

Whatever  is  in  the  text  of  the  U.N.  resolution,  its  intent 
could  not  have  been  simply  for  the  allies  to  drive  Saddam 
out  of  Kuwait  and  restore  the  Al  Sabah  government,  and 
then  come  home  in  triumph.  That  would  be  a  hollow 
victory,  indeed.  Unless  we  do  more,  all  that  we  do  to  oust 
Saddam  Hussein  may  be  done  in  vain. 

If  Saddam  Hussein  is  allowed  to  remain  in  power  in 
Iraq  after  he  is  driven  out  of  Kuwait,  Kuwait  will  have  no 
more  assurance  that  his  fiiture  intentions  toward  it  will  be 
any  more  peacefiil  than  his  intentions  before  Aug.  2. 

If  this  requires  unconditional  surrender  by  Saddam 
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Hussein — so  be  it.  I  have  never  had  any  difficulty  with 
that  formula  as  the  best  way  to  end  a  war. 

I  also  think  it  entirely  fitting  that  Iraq  be  made  to 
disgorge  some  of  its  present  and  fijture  oil  wealth  and  the 
rhillions  it  took  from  Kuwait,  that  it  pay  these  back  to 
Kuwait  as  reparations  to  make  up  in  that  small  way  for  the 
thousands  the  Iraqis  killed  and  the  countr}'  they  stole.  I 
also  agree  with  Margaret  Thatcher's  suggestion  that  Tur- 
key should  be  compensated  for  its  support  of  the  allied 
forces  by  giving  it  a  substantial  part  of  northern  Iraq. 

I  believe  the  army  of  occupa- 
tion, which  I  think  will  be  essen- 
tial to  secure  all  this,  should  be 
largely  Arab  and  that,  while  the 
United  States  and  our  allies  will 
need  to  keep  some  presence  in  the 
Gulf,  as  we  have  for  40  years  and 
more,  it  need  not  be  anything  like 
the  size  it  is  now. 

And  after  that.?  Undoubtedly,  at- 
tempts will  and  should  be  made  to 
solve  as  many  problems  in  the  Middle  East  as  possible,  in 
a  way  most  likely  to  ensure  that  all  nations  are  governed 
by  a  global  rule  of  law  and  not  a  rule  of  force  or  terror  that 
permits  a  strong  country  to  seize  its  small  neighbor. 

There  is  a  particularly  silly  and  pernicious  theory  being 
promoted  by  some  academics  that  it  would  be  a  terrible 
thing,  indeed  the  "worst  result,"  if  Saddam  Hussein  were 
soundly  thrashed  and  destroyed.  That,  they  say,  would 
give  Syria  and  Iran  "too  much  power"  because,  without 
the  "stabilizing  presence  of  a  strong  Iraq,  Syria  and  Iran 
would  fill  the  gap." 

It  is  hard  to  be  patient  with  such  nonsense.  If  our 
coalition  does  its  postwar  job  as  well  as  it  is  carrying  on 
the  war  (and  that  is  very  well  indeed),  Saddam  Hus- 
sein's destruction  can  set  the  stage  for  a  Mideast  in 
which  there  is  stability,  with  a  peacefully  governed  Iraq, 
and  the  dangers  of  renewed  aggression  are  vastly 
reduced.  Any  potential  aggressor  would  then  have 
before  his  eyes  the  terrible  price  aggressors  must  pay  for 
their  aggression. 

Anything  less  than  that  would  be  a  betrayal  of  the 
men  and  women  we  have  sent  to  fight  our  battles.  HI 
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Eaton  switches.  Each  one  individually 
esigned  to  perform  unique  and  critical 
''  functions  In  space,  on  the  earth's  surface  or  far 
under  the  sea. 

So  you'll  find  them  in  aircraft  and 
I  submarines-and  in  between-on  computers, 

power  tools,  medical  and  test  equipment, 
Lindustrial  machines,  ships,  cars,  trucks. . . . 
^       Because  Eaton  is  one  of  the  world's 
'   largest  manufacturers  of  switches. 

Making  custom  switches  for  a  world  of 
applications-each  with  distinct  environmental 
hallenges-is  one  thing  that  sets  Eaton  apart, 
teaching  beyond  conventional  solutions  is 
inbther 

^        At  Eaton,  we're  a  part  of  your  team. 
r    Solving  today's  problems;  Anticipating 
.tomorrow's  needs. 
«;    We  do  more  than  make  parts. 


We  manufacture  solutions. 


Lincoln  ov^ners  are 
never  v^thout  a  spare. 

A  SPARE  CAR,  THAT  IS.  BECAUSE  LINCOLN  GIVES  THEM  a  free  leaner  if  their  cars  are  ever  kept  for  overnight  warranty  work. 

And  if  a  loaner's  not  available,  a  rental  car  allowance  is  providedf  Either  way,  Lincoln  owners  keep  right  on  driving.  It's  just  another 

benefit  of  the  new  Lincoln  Commitment,  a  program  that  includes  24-hour  roadside  assistance  (with  absolutely  no  charge  during  the  first 

year)  and  a  four-year/50,000-mile  bumper-to-bumper  warranty  with  no  deductible.  Ask  your  dealer  for  a  copy  of  this  limited  warranty. 

The  Lincoln  Commitment.  Standard  with  every  199!  Lincoln.  It's  what  luxury  car  ownership  should  be. 
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•Lm(oln  as  loanet  sub|«i  lo  availability.  Allowance  ol  $30  per  day  (up  lo  live  days)  provided  toward  vehicle  rental. 
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EDITED  BY  HOWARD  BANKS 


Does  this  really  feel  like  a  recession  to  you.^ 

Consumer  spending  was  less  bad  than  the  numbers  suggest 


Wild  as  it  may  sound,  it's  still  possible 
that  the  U.S.  may  even  now  not  be  in  a 
recession,  which  requires  two  back-to-back 
quarters  of  economic  shrinkage.  We  now 
have  one.  But  the  University'  of  Rochester's 
well-regarded  Alan  Meltzer  savs  that  the 
2.1%  fall  in  gross  national  product  in  the 
fourth  quarter  of  1990  is  accounted  for  by 
the  reported  3%  decline  in  consumer 
spending  (since  this  accounts  for  two-thirds 
of  the  economy).  Most  of  that  drop 
occurred  last  October  and  November,  when 
consumers  were  spooked  by  forecasts  of  a 
deep  recession  and  concerns  about  an 
upcoming  Gulf  war.  Now,  says  Meltzer,  if 
consumer  spending  does  no  more  than  stay 
flat  in  the  present  c]uarter,  then  the  modest 
growth  in  the  rest  of  the  economy, 
especially  exports,  will  result  in  slightly 
positive  real  economic  growth,  meaning  no 


recession  as  technically  defined. 

Watch,  too,  for  upward  revisions  of 
consumer  spending  statistics.  It's  unlikely 
that  the  nation  dieted  enough  to  cut 
spending  on  food  and  drink  5%  in  the 
fourth  quarter  and  by  2%  per  capita  for 
the  whole  of  last  year.  It  is  possible  that  a 
statistical  quirk  is  at  work  here,  too.  Most 
people  are  buying  only  when  a  sale  is 
under  way,  and  gox'ernment  statistics  often 
fail  to  allow  adequately  for  a  cut  in  what 
amounts  to  the  real,  inflation  adjusted  price 
of,  say,  a  pair  of  shoes.  It's  also  unlikely 
that  there  was  zero  growth  in  spending  on 
clothes  and  shoes  in  1990.  In  any  case, 
note  this,  from  economist  Adrian  Dillon  of 
Eaton  Corp.:  "Consumer  spending  has 
fallen  two  cjuarters  back-to-back  just  twice 
in  the  last  30  years,  and  has  never  tallen 
three  quarters  in  a  row." 


The  coming  oil  glut  will  cut  inflation  further 


^^tmi     Provided  that  the  Gulf  war  is  short, 
there  are  other  positive  factors  to  take  into 
account.  Inventories  are  way  down  (by  over 
16%  in  the  fourth  quarter)  and,  thanks  to 
a  weak  dollar,  exports  continue  to  rise, 
though  a  little  less  strongly  than  earlier  in 
1990  as  the  entire  world  econom\'  slows. 
The  nonoil  merchandise  trade  deficit  is  now 
down  to  a  little  over  $40  billion.  Inflation, 

A  caveat:  Americans'  personal  wealth  has 

^^^m     One  note  of  caution.  Real  personal 

wealth  in  the  U.S.  fell  by  an  estimated  8% 
in  1990,  according  to  the  Amex  Bank 
Revini',  the  first  such  drop  since  the  1961- 
62  recession.  The  fall  in  stock  prices  and 
other  assets  was  not  offset,  as  it  has  often 
been  in  the  past,  by  rising  house  prices. 
This  will  particularly  hit  the  elderly. 


already  way  down  from  last  year's  6% 
average  rate,  will  decline  further  when  the 
Gulf  war  ends  and  oil  prices  drop.  There  is 
already  enough  oil  in  storage  to  supply  the 
world's  current  demand  for  one  month  if 
not  one  single  new  barrel  were  pumped 
anywhere  in  the  world.  Storage  tanks  arc 
overflowing  and  tankers  are  in  effect  being 
used  as  mobile  storage. 

fallen 

Between  1976  and  1988,  the  latest 
complete  figures  axailable,  income  from 
assets  for  people  over  65  rose  to  25%  from 
18%  of  the  elderly's  total  income.  With 
29%  of  their  net  worth  in  interest-earning 
assets,  compared  to  16%  for  the  population 
as  a  whole,  falling  rates  will  hit  the  elderly 
particularly  hard. 


The  Fed  has  one  last  chance  for  an  interest 

^^■H     What  chance  is  there  that  the  Federal 
Reserve  might  cut  rates  yet  again  any  time 
soon?  Fed  Chairman  Alan  Greenspan  is 
already  warning  that  the  worst  of  the 
slowdown  is  nearly  past.  There  has  been 
pressure  from  other  members  of  the  Group 
of  Seven  major  industrial  countries  who  say 
the  dollar  is  already  so  undervalued  that  it 
is  making  U.S.  goods  too  competitive.  The 
dollar  would  decline  fiirther  if  U.S.  rates 
went  down,  especially  if  Germany  raised  its 


rate  cut 

rates  to  ofl'set  the  stimulus  of  rebuilding 
former  East  Germany. 

Keeping  interest  rates  high  to  support 
the  dollar  "would  be  a  stupid  mistake," 
says  economist  Meltzer.  "What's  the  point 
of  a  flexible  exchange  rate  system  if  rates 
aren't  allowed  to  fall?"  Moreover,  says 
Adrian  Dillon,  the  opportunit)'  to  cut  rates 
by  much  may  be  slipping  away.  "Growth 
in  the  second  quarter,"  he  says,  "will  be 
surprisingly  strong." 
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The  Forbes  Index  (1967  =  lOOj 


Current  190.2  * 

Previous  192.5 1 

Percent  change       -1.2% 


•76    '77    78    '79    '80    '81    '82    '83    '84    '85    '86    '87 

•Preliminary     tRevised 


89    '90 


With  a  6.1%  gain  in  1990,  the  overall  Consumer  Price 
Index  rose  faster  than  in  any  year  since  1981.  Prices  were 
climbing  even  before  the  invasion  of  Kuwait  sparked  the 
sharp  runup  in  the  price  of  oil.  The  Consumer  Price  Index 
rose  3%  in  both  halves  of  1990.  Rising  labor  costs  were 
also  a  factor:  The  services  component  of  the  CPI  gained 
5.7%  in  1990.  Only  58,000  new  housing  starts  were  made 
in  December  1990,  the  lowest  figure  since  February  1982. 
New  unemployment  claims  jumped  to  467,000  in  Decem- 
ber, the  highest  since  April  1983. 


Other  key  rates - 

Source 

Status 

Prime  rate 

Chase  Manhattan  Banl< 

9.5% 

Auto  sales  year  to  dale  vs.  1990' 

Ward's  Automotive 

-34.2% 
-1.2% 

-$102  bil 
-0.1% 
-2.1% 

1    14.0% 

Index  of  leading  indicators  November  vs.  October 
Trade  balance  12  months  ended  November1990 

Dept  of  Commerce 
Dept  of  Commerce 

All-commodity  producer  price  index  Dec  vs.  1989' 
GNP  4th  quarter  vs.  3rd— annualized  growth 
NBER  Experimental  Recession  Probability  Index' 

Dept  of  Labor 

Dept  of  Commerce 

Natl  Bureau  of  Economic  Researc 

'  U.S. -based  manufacturers,  excludes  imports,  as 
^  Wholesale  goods.  ••  November  1990. 

)f  1/20/91, 

Index  components 


Tfie'  Forbes.lndex  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  tfie  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Industrial  production  index  (1987  =  1 
seasonally  adjusted  (Federal  Reserve) 


470 


420 


370 


320 


New  unemployment  claims  average  for  month 
(thousands)  seasonally  adjusted  (Oept.  of  Labor) 


Services     Q  Total  index 


S 


Consumer  price  indexes  (1982-84  average  =  100) 
alt  urban  consumers.  unad|usted  (Dept.  of  Labor) 


Inventories    □  New  orders 


Manufacturers'  new  orders  and  inventories 

(Sbillions)  seasonally  ad)usted  (Dept.  of  Commerce) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept,  of  Commerce) 


2760 


2700 


2640 


2580 


Personal  income  (Sbillions)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept,  of  Commerce) 


Retail  sales  ($billions] 

seasonally  adjusted  (Dept.  of  Commerce) 


740 


730 


720 


710 


Consumer  installment  credit  (Sbiilions)  total, 
seasonally  adjusted  (Federal  Resen/e) 


1   1 

N   D    J 
1989 

1     1     1     1     1     !     I'   1     1     1     1 
FMAMl     J     ASONO 
1990 

1     1 

N   D    J 
1989 

1     1     1     1     1     1     1     1     1     1     1     1 

FMAMl     J     A    S    0    N    D 
1990 

1     1 

N   D    J 
1989 

1     1     1     1     1     1     1     1     1     1     1 

FMAMl     1     A    S    0    N    D 
1990 
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Who  Has  A  World  of 
International  Experience? 


Zurich- American.  We  cover  the  globe  in  order  to 
cover  your  business. 

In  fact,  as  part  of  the  worldwide  Zurich  Insurance 
Group,  one  of  the  largest  insurance  organizations,  we 
can  offer  you  600  offices  doing  business  in  over  100 
different  countries. 

And  insurance  is  our  only  concern.  So  you  are 
assured  of  in-depth  understanding,  commitment  and 
professionalism,  both  for  foreign  exposures  of 
American  companies  and  American  subsidiaries  of 
foreign  corporations. 

So  if  you're  looking  for  truly  expert  international 
service,  just  look  to  Z-A.  Zurich- American. 

^S.  ZURICH-AMERICAN 

"■=^        INSURANCE  GROUP 

American  Creativity.  Swiss  Dependability. 

Zurich  InsuMnce  Company  Amerioin  Cuaramee  and  Liability  Insurance  Company  •  Executive  Offices.  Schaumburg,  IL  601 96 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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Hurrah  for  the  Patriot  missile! 

But  it  is  a  grossly  inadequate  weapon  for  dealing 

with  potential  post-Saddam  threats  to  world  peace. 

Lessons  from 
the  Gulf  war 


By  Howard  Banks 

Its  heen  a  great  show,  sitting  there  in 
your  living  rooms  and  v\atching  t)ur 
Patriot  missiles  knocking  the  bad 
guvs'  Scuds  out  of  the  sk\'.  But  there  is 
a  sobering  side  to  this  success. 

Fact  1 :  We  almost  didn't  ha\e  any 
Patriots.  The  Patriot,  made  by  Ray- 
theon, narrowly  avoided  being  can- 
celled in  1974  because  of  cost  over- 
runs that  took  program  costs  to 
around  S12  billion.  The  Army  alsc:) 
had  to  fight  hard  to  get  the  money  in 
the  mid-1980s  to  add  a  limited  anti- 
missile capabilirs'  to  what  is  basically  a 
20-year-old  antiaircraft  missile. 

Fact  2:  The  Soviet  Scud  that  the 
Iraqis  ha\'c  improved  is  not  much 
more  advanceci  than  Hitler's  V-2 
rockets,  which  dropped  on  London  at 
an  a\'erage  rate  of  six  a  day  between 
September  1944  and  March  1945. 
Scud — a  mobile  battlefield  missile — 
was  developed  in  the  early  1950s  by 
German  scientists  ''repatriated"  after 
World  War  II  by  the  So\'iets. 

It's  also  worth  noting  that  the  V-2 
carried  a  2,000-pound  payload, 
whereas  the  extended- range  Al  Hus- 
sein version  of  Scud  that  the  Iraqis 
have  so  far  been  firing  cannot  carrN' 
much  above  350  pounds  the  300 
miles  that  it  takes  to  hit  at  Israeli  and 
Saudi  targets. 

Fact  3:  The  Patriot  is  a  limited-use 
weapon.  It  can  defend  onh'  a  relatively 
small  area.  If  Israel  were  a  big  countn', 
or  if  we  wanted  to  defend  the  sanciv 
wastes  of  Saudi  Arabia,  we  would 
need  hundreds  of  Patriot  batteries. 
Even  in  the  relatively  small  defended 
areas,  the  interceptions  are  taking 
place  at  low  altitudes,  s(Mne  just  above 
the  Tel  Aviv  roottops.  Most  of  the 
damage  is  caused  by  wreckage  hitting 


buildings  at  a  collision  speed  of  at 
least  2,000  miles  an  hour. 

It  remains  to  be  seen  what  happens 
when  the  Iraqi  dictator  uses  Scuds  at 
short  range  against  tanks  and  troops 
in  a  land  war. 

The  prime  first  lesson  of  the  Gulf 
war,  then,  is  that  the  U.S.  desperateh' 
needs  a  much  more  capable  defense 
against  ballistic  missiles.  The  ideas 
behind  the  Strategic  Defense  Initia- 
ti\e  were  not  so  farfetched  after  all. 


What's  needed  is  not  the  all-encom- 
passing continental  shield  against  an 
allout  first  strike  by  the  Soviet  Union 
promised  by  President  Ronald  Rea- 
gan for  the  sni,  or  Star  Wars,  but  a  less 
expensixe  spinoff  from  the  concept. 
We  need  a  ground-based  system  that 
would  be  able  to  take  out  short-to- 
medium-range  ballistic  missiles  (200 
miles  to  1,900  miles  range)  at  a  much 
higher  altitude  than  can  the  Patriot. 

Remember  this:  What  Saddam  can 


The  missile  menace  is 

spreading 

Missile 

Range 
(miles) 

Payload 
(pounds)           n 

-Warhead  development 
chemical 

Country 

jclear 

biological 

Argentina 

Condor-2* 

560 

1000 

7 

• 

Brazil 

MB/EE  family 
SS-300/1000 

100-620 
200-620 

800-1000 
2000 

- 

China 

M  family 

375-620 

up  to  2000 

y 

/ 

y 

Egypt 

Condor-2* 

560 

1000 

y 

France 

Hades 
S4 

300 
2200 

I 

y 

India 

Pnttivi 
Agni 

160 
1500 

2200 
1500-2000 

/ 

7 

Iran 

lran-130 

80 

- 

7 

y 

y 

Iraq 

Al  Husseint 
Al  Abbas 
Condor-2* 

410 
560 
560 

300-770 

330-770 

1000 

1000 

600 
600 

I 

y 

7 

y 

Israel 

Jericho  2 

940 

62 
190 

Pakistan 

Half] 
Hatf2 

South  Africa 

Arnistoni 

940 
600 

1000 

^ 

7 

/ 

V 

Taiwan 

Sky  Horse  1* 

/ 

'Believed  to  have  been  suspended.  tLong-range  Scud.  JDeveloped  with  Israel  from  Jericho  2.  Others  working  on 
nuclear  capability:  North  Korea,  Libya,  and  possibly  Argentina,  Brazil,  Taiwan  and  South  Korea.  Others  working  on 
biological  capability:  Syria,  Libya  and  North  Korea.  Others  working  on  chemical  capability:  Libya,  North  Korea  and  Syria. 
Sources;  Jane's  Defence  Weekly:  CS/S;  Brookings  Institution;  Carnegie  Endowment  for  International  Peace. 
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An  allied 
weakness 

Not  all  the  allied  air  ac- 
tion has  been  successful: 
Within  48  hours  of  an 
Iraqi  runway's  having  been 
busted  bv  coalition  air- 
craft, it  has  been  back  ready 
for  action.  If  the  coalition 
were  facing  a  more  compe- 
tent enemy,  our  air  supe- 
riority would  be  a  question. 

We  are  fast  learning 
that  we  need  more  technol- 
ogy' to  maintain  that  su- 
periorit}'  in  the  future.  The 
IP  233  weapon  the  Brit- 
ish aircraft  have  dropped 
on  Iraqi  airfields  via  Tor- 
nados is  nast\'  stuff  It 
pumps  out  30  cratering 
bombs,  where  a  first  charge 
breaks  the  concrete  and  a 
second  digs  a  crater.  The  IP 
233  also  drops  215  mines 
designed  to  go  off  when  re- 
pairs are  attempted. 

But  the  Iraqis  have 
mine-clearing  bulldozers, 
and  are  then  using  hean' 
steel  reinforcement  and 


quick-dr\ang  concrete  to 
make  repairs. 

The  other  problem  is 
that  the  wav  the  Tornados 
have  to  11\'  to  drop  the  IP 
233''s  bombs  puts  the  plane 
and  its  crew  in  great  dan- 
ger. The  Tornado  is  de- 
signed to  tlv  \'er\'  low 
(under  100  feet)  very  fast. 
But  when  it  gets  to  an  cn- 
emv  airfield,  it  has  to  pop 
up  to  around  500  feet  and 
tl\'  straight  and  le\'el  while 
dropping  its  4,000- 
pound  load.  In  the  first  at- 
tacks, surprise  was  on  the 
Tornados'  side.  But  in  the 
necessar\'  repeat  trips, 
thev  were  sitting  ducks. 
Hence  the  relatively  high 
losses  of  Tornados  (5  Brit- 
ish and  one  Italian). 

Clearh',  a  better  deliv- 
erv  svstem  is  needed. 
France's  Matra  Aero- 
space is  working  on  a  stand- 
off bomb  with  around  a 
100-mile  range.  The  U.S. 
arsenal  is  prett}'  thin  in 
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Flying  straight  and  level  at  500  feet  turns 

the  runway-busting  Tornado  into  a  sitting  duck. 


this  area.  Ouise  missiles 
could  do  the  job,  but  riin- 
wav  busting  will  take  larger 
ones  than  the  existing 
Tomahawk,  which  can  car- 
Pt'only  up  to  1,000 


pounds.  A  daily  raid  at  $  1 .5 
million  a  shot  sounds  ex- 
traxagant.  Bur  it  is  cheaper 
than  losing  $38-million- 
apiece  Tornados  plus  their 
priceless  crews.— H.B.     IH 


do,  other  political  thugs  can  do.  The 
first  fellow- to  use  Scuds  against  the 
U.S.  was  Libya's  Muammar  Qaddafi, 
who  in  1986  hit  a  U.S.  Coast  Guard 
station  on  the  Italian  island  of  Lampe- 
dusa  (a  200-mile  shot)  with  two  of 
them.  Right  now,  15  countries  have 
Soviet-made  Scuds  in  their  arsenals. 
Chillingly,  the  ciA  reckons  at  least  15 
countries  will  have  much  more  capa- 
ble missiles  than  Scuds  in  place  bv  the 
year  2000. 

The  table  opposite  shows  a  sober- 
ing correlation  between  the  countries 
developing  missiles  and  those  work- 
ing on  nuclear  and/or  chemical  and 
biological  weapons. 

It's  interesting  to  watch  the  cut- 
the-defense-budgct  pols  scurrying  for 
cover.  Even  SDI  antagonist  Senator 
Edward  Kennedy  (D-Mass.)  says 
now  he  never  meant  to  include 
ground-based  antimissile  defenses  in 
his  objections  to  Star  Wars.  Thanks 


for  the  clarification,  Ted. 

What  impressed  the  do\'es  seems  to 
have  been  Iraq's  test-firing  in  Decem- 
ber 1989  of  a  three-stage  missile  capa- 
ble of  putting  a  satellite  into  orbit 
(Forbes,  Jan.  8,  1990)  but  equally 
capable  of  propelling  a  warhead.  Part 
of  the  budget  package  agreed  on  last 
November  was  an  order  to  the  Strate- 
gic Defense  Initiative  Office  to  spend 
$218  million  of  its  $2.9  billion  autho- 
rization on  what's  being  called  a  limit- 
ed defense — a  piece  of  Star  Wars  but 
not  the  whole  shebang. 

Now  President  George  Bush  has 
told  Fienr\'  Cooper,  director  of  snio, 
to  recast  the  program  to  pro\'ide  "pro- 
tection from  limited  ballistic  missile 
strikes,  whatever  their  source."  Coo- 
per, the  first  civilian  head  of  the  snio, 
was  formerly  on  the  technical  staff  of 
Bell  Labs.  Under  these  new  orders, 
the  U.S.  antimissile  programs  will 
split  into  three  main  parts.  Layer  one. 


first  to  be  de\'eloped,  will  be  the  low- 
altitude  defensive  missile.  It  will  be 
faster  than  Patriot's  Mach  3  (the  area 
that  can  be  defended  is  directly  related 
to  the  antimissile's  speed)  and  greater- 
range.  It  could  be  based  on  the  Ar- 
row, now  being  de\eloped  by  Israel, 
or  on  the  U.S.'  new  Thaad  program 
(Theater  High  Altitude  Area  De- 
fense), being  worked  on  by  Lockliecd 
and  McDonnell  Douglas.  It  should 
hit  incoming  missiles  \ery  ck)se  to  the 
top  of  the  atmosphere.  This  program 
was  accelerated  by  the  Army  in  lanu- 
ar\'.  The  Army  plans  to  move  rapidly 
to  test-fire  prototypes. 

Eventually,  the  Thaad  system 
should  be  able  to  defend  a  whole 
theater  of  operations,  not  just  an  air- 
field or  an  urban  neighborhood,  like 
Patriot.  It  will  also  be  designed  so  that 
it  can  be  shipped  on  smaller  aircraft 
than  the  C-5  transport  required  by 
Patriot,  so  that  it  can  be  deployed 
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faster.  And  it  will  be  able  to  be  mount- 
ed on  Navy  ships,  which  today  have 
no  antimissile  capability;  wc  may  yet 
lose  a  ship  in  the  Gulf  to  a  luckv'  shot 
from  a  Scud. 

The  second  layer,  now  called  gbi  or 
Ground  Based  Interceptor,  will  be 
able  to  attack  incoming  missiles  either 
above  the  atmosphere  or  in  its  very 
top  reaches.  At  the  end  of  January,  a 
test  took  place  that  could  lead  to  gbi. 
In  this  test,  a  ballistic  missile  was 
launched  from  Vandenberg  Air  Force 
Base,  Calif  An  antimissile  called  Eris 
(for  Exoatmospheric  Reentr)'  Vehicle 
Interceptor  System,  built  by  Lock- 
heed) was  fired  from  Kwajalein, 
3,000  miles  away  in  the  Pacific,  and 
knocked  out  the  ballistic  missile  be- 
fore it  reentered  the  atmosphere — a 
defensive  missilcr's  hole-in-one. 

The  kill  was  achieved  by  kinetic 
energy — that  is,  by  the  Eris'  getting  in 
the  way  of  the  incoming  missile.  At 
the  immense  closing  speeds  of  the  two 
rockets,  the  impact  was  sufficient  to 
pulverize  the  offensive  missile.  To 
increase  the  likelihood  of  impact,  a 
30-foot-diameter  inflatable  hoop 
popped  out  from  the  Eris,  stretching  a 
net  like  an  umbrella  that  carries  small 
steel  weights. 

The  third  and  topmost  layer  of  SDI 
missiles  would  be  a  space-based  de- 
vice such  as  Brilliant  Pebbles — small 
rockets  stacked  in  batteries  in  space 
that  could  pick  otf  an  enemy  missile 
early  after  launch,  as  it  enters  space. 
This  leading  element  of  SDI  is  intend- 
ed primarily  to  deal  with  the  threat  of 
a  Soviet  attack. 

We  also  need  better  sensors.  The 
existing  early-warning  satellites  scan 
the  sk)'  relatively  slowly.  Additionally, 
because  of  lengthy  communication 
channels,  the  advance  notice  to  the 
Patriot  batteries  of  an  incoming  Scud 
can  be  as  little  as  30  to  90  seconds. 
Such  a  short  warning  time  would  not 
allow  the  more  advanced  missiles  with 
deadlier  warheads  now  being  devel- 
oped to  be  knocked  down  high 
enough  for  comfort. 

Morale  is  high  in  the  defense  indus- 
try these  days  because  its  high-tech- 
nology weapons  arc  functioning  re- 
markably well.  The  question  is:  When 
the  shooting  stops  will  Congress  too 
quickly  forget  the  lessons  of  the  Gulf 
war?  Americans  always  have  had  short 
memories.  ^M 


U.S.  fliers  risk  their  lives  in  the  Gulf  while  Japanese 
politicians  debate  the  merits  of  sending  a  check. 
Who  would  you  pick  to  rebuild  your  country? 

Saying  thank  you 


By  John  R.  Hayes 

Six  weeks  after  Iraq  invaded  Ku- 
wait, advisers  to  Sheik  Jaber  al-Ah- 
mad  al-Sabah  consulted  friends  in  the 
U.S.  and  Europe.  What  should  the 
emir  sav  in  his  United  Nations  ad- 
dress.' The  advice  was  blunt  and  sim- 
ple: "Tell  him  to  say  thank  you." 

No  more  advice  was  needed.  Days 
after  fighting  began,  a  Kuwaiti  diplo- 


Sheik  Jaber 
al-Ahmad 
al-Sabah 
Grateful  for 
generations, 
but  commercial 
ties  are  good 
politics,  too. 


mat  gushed  to  the  New  York  Times, 
"We  will  be  for  generations  and  gen- 
erations grateful  to  [the  U.S.]." 

Undoing  the  destruction  caused  by 
the  Iraqi  vandals  will  cost  tens  of 
billions  of  dollars.  Will  Kuwaiti  grati- 
tude remain  alive  when  the  time 
comes  to  award  contracts  for  the  re- 
building.' 

In  the  past  Kuwait  has  always  been 
less  inclined  than  the  Saudis  or  the 
United  Arab  Emirates  to  give  busi- 
ness to  U.S.  corporations.  Preferring 
not  to  be  dependent  on  any  one  coun- 
try, Kuwait  spread  its  business  among 
Japanese,  Korean  and  European  com- 
panies. In  the  1980s  U.S.  corpora- 
tions had  12%  of  Kuwait's  imports; 
the  Japanese,  21%. 

Kuwaitis  say  that  this  will  change. 
Fawzi  al-Sultan  is  a  Kuwaiti  national 
who  took  time  from  his  job  of  execu- 
tive director  of  the  World  Bank  to 
coordinate  the  reconstruction  plan 
put  together  by  the  Kuwaiti  govern- 
ment last  fall.  He  says:  "No  doubt  if 


[our  buyers]  need  critical  goods  that 
they  can't  find  in  the  U.S.  they  will 
have  to  go  outside.  But  what  we're 
saying  is,  'Okav,  you  can  go  outside  to 
buy  as  much  as  you  need  for  the  first 
month  or  two,  and  then  you  can  plug 
in  the  U.S.  for  later  periods.'  " 

In  early  January  the  Kuwaitis 
signed  a  $46  million  damage  assess- 
ment contract  with  the  Army  Corps 
of  Engineers.  The  Corps  will  also  act 
as  program  manager  on  the  early  con- 
struction contracts.  Among  the  com- 
panies the  Kuwaitis  have  approached 
directly:  Fluor,  Bechtel,  Blount,  Fos- 
ter Wheeler,  Parsons,  Morrison 
Knudscn.  No  contracts  have  been 
signed,  but  these  firms  will  get  the 
bulk  of  the  big  petrochemical  and 
infrastructure  contracts.  Says  First 
Hanover  Securities'  David  Bartlctt, 
"You're  looking  at  a  market  for  engi- 
neering and  construction  firms  that  is 
a  virtual  multiple  of  anything  they've 
seen  before.  I  expect  CRSS  to  triple  its 
backlog,  and  Fluor's  to  double  at 
least."  (CRSS  is  the  Houston  company 
that  supervised  the  building  of  F-I5 
and  Awacs  bases  in  Saudi  Arabia. ) 

A  word  of  caution  to  companies 
looking  to  do  business  in  Kuwait  and 
to  investors  trying  to  predict  their 
success.  Very  little  building  will  take 
place  outside  the  oil  industry  until 
damage  assessment  is  complete,  oil 
income  is  flowing  and  some  tough 
social  policy  questions  are  answered. 
Outside  of  oil,  the  boom  is  a  year  or 
two  away. 

Gratitude  doesn't  count  for  much 
in  business  or  international  relations, 
but  the  Kuwaitis  have  a  more  power- 
ful reason  to  tighten  their  ties  with  the 
U.S.  The  Gulf  war  has  taught  them 
that  the  U.S.  is  the  only  power  with 
the  will  and  the  means  to  protect 
them.  How  many  divisions  did  the 
Japanese  send  in?  Hi 
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Skeptics  argue  you  can't  break  an  army  with 
bombing  alone.  They  forget  the  lessons  of  the 
Normandy  invasion  and  bridgehead  in  World  War 


SheU- 
shocked^ 

By  Subrata  N.  Chakravaity 


A  B-52  bomber  unloads 

By  mid-February  more  explosives  dropped  than  in  ail  of  WWII. 


Bombs  away! 


tfit     .N 


Mechanized       r  •  •  «  '  Defensive 
division  fortification 


Anrjv  Christie  » 

The  hope  is  that  after  weei<s  of  intensive  bombing,  the 
Iraqi  occupying  forces  will  be  in  no  condition  to  fight. 


Forbes  ■  Februan'  18,  1991 


The  history  of  strategic  bombing 
shows  that  armies  are  not  phvsicaHv 
destroyed  from  30,000  feet.  But  de- 
stroying soldiers'  abilirv  to  fight  effec- 
ti\eh'  is  another  matter,  hi  the  British 
attempt  to  break  out  from  their  Nor- 
mandy beachhead  in  World  War  II, 
the  Allies  carpet-bombed  the  Wehr- 
macht  forces  standing  in  the  way. 
Here's  how  the  respected  British  mili- 
tary' historian  John  Keegan  describes 
the  result: 

"The  adxancing  British  infantrs' 
collecteci  German  prisoners  so  shaken 
by  the  eftect  that  thev  seemed  seized 
by  St.  Vitus'  dance.  ..." 

The  pounding  the  coalition  is  giv- 
ing the  Republican  Guards  and  the 
Irac]i  occupation  arm\'  in  Kuwait  far 
surpasses  \yhat  the  Wehrmacht  sus- 
tained around  Normandy.  Moreoyer, 
it  is  \irtuall\'  unopposed  bv  Irac]\s  air 
force.  "What  must  it  be  like  to  be  an 
Iraqi  soldier — to  sit  in  the  desert  and 
never  see  one  of  your  own  airplanes," 
muses  Keegan,  who  is  also  Defence 
Hditor  of  London's  Dnilv  Telajraph. 
"The\'  don't  see  the  B-52s.  They  don't 
hear  them  [until  the  bombs  start  ex- 
ploding]. All  thev  know  is  that  today 
the  bombs  will  come.  And  they  do." 

The  bombing  will  get  e\en  more 
intense  just  before  the  coalition's 
ground  forces  attack.  Despite  the 
large  number  of  .sorties  already  being 
flown,  the  coalition's  air  forces  are 
nowhere  near  their  ma.\imum,  or 
surge,  capabilit\'.  Thev  can  sustain 
that  rate  for  only  a  short  time  and  they 
will  likely  save  it  to  coxer  the  ground 
attack. 

Bv  mid-Februar\',  writes  James  Ad- 
ams of  London's  Sunday  Times,  the 
Pentagon  estimates  that  more  explo- 
sives will  ha\'e  been  dropped  from  the 
air  than  in  all  of  World  War  II — an 
awesome  statistic  for  a  single  month 
of  bombing.  By  the  time  the  ground 
attack  begins,  the  Irac]i  troops  may  be 
too  shell-shocked  and  demoralized  to 
fight  effectively.  If  there  were  less 
resistance,  the  war  would  be  shorter 
and  fewer  casualties  would  be  suf- 
fered by  coalition  troops. 

That,  at  least,  is  the  hope,  and 
Normandy  offers  evidence  for  it. 
Thus  vet  another  carlv  lesson  from 
the  Persian  Gulf  war:  Technological 
superiority'  making  for  control  in  the 
air  is  an  efficient  means  of  limiting 
casualties.  IH 


43 


When  the  fog  of  war  clears,  what  lies  ahead 
for  the  oil  industry?  This  smart  Texas  money 
manager  sees  big  opportunities  ahead  for  big  oil. 

Aire  the  big  oil  stocks 
a  buy  now) 

An  interview  with  money  manager  Russell  Hawkins  by  Toni  Mack 


What  happens  to  the  price  of  oil 
when  the  shooting  stops?  We  put  the 
question  to  one  of  the  smartest  oil 
analysts  we  know,  Russell  Hawkins, 
36.  Hawkins  has  followed  the  indus- 
tn'  for  12  \'ears  at  Favez  Sarofim  & 
Co.,  the  $16  billion  Houston  money 
management  firm,  which  owns  lots  of 


oil  stocks. 

Hawkins  predicts  a  price  collapse 
when  hostilities  cease.  After  the  war, 
he  expects  Saudi  Arabia  and  Venezue- 
la to  be  reluctant  to  cut  production 
and  gi\e  up  customers  won  during 
the  embargo.  Even  if  Kuwait's  wells 
are  blown  up,  the  resumption  of  Irac]i 


exports  could  dri\'e  the  price  of  the' 
widely  traded  North  Sea  benchmark 
crude  to  $15  or  below  for  at  least  six 
months. 

Beyond  that?  Unlike  many  Wall 
Street  bulls,  who  forecast  heft)'  real 
price  increases,  Hawkins  sees  oil 
prices  averaging  $18  to  $20  in  real 


Fayez  Sarofim  &  Co.'s  oil  analyst  Russell  Hawkins 

Small  independent  oil  companies  that  depend  on  the  high-cost, 

much-explored  U.S.  will  face  harder  times  than  the  big  companies. 
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terms  for  much  of  this  decade.  'The 
essence  of  the  bulls'  argument,"  he 
savs,  "is  that  many  ophc:  countries  are 
producing  at  close  to  capacity'.  That 
means  all  the  Persian  Gulf  countries 
[Saudi  Arabia,  Kuwait  and  the  Unit- 
ed Arab  Emirates]  ha\e  to  do  is  hold 
production  stcad\'  and  the  price  will 
rise."  Hawkins  disagrees.  Savs  he: 
"Those  countries'  long-term  best  in- 
terest is  to  increase  their  production." 
Whv  so?  Because  thev  don't  want  to 
sec  the  price  go  so  high  as  to  discour- 
age consumption. 

Hawkins  points  out  that  it  was 
Kuwait's  high-\olume,  low-price 
strateg)'  last  year  that  prompteci  the 
brutal  but  not  vcr\'  sophisticated  Sad- 
dam to  invade,  thinking  his  missiles 
and  tanks  more  powerful  than  the 
natural  forces  of  supply  and  demand. 
With  Saddam  gone  or  weakened, 
Saudi  Arabia,  Kuwait  and  the  U.A.E. 
will  likeh'  increase  capacirv  and  out- 
put to  keep  prices  from  rising  much 
above  $20  a  barrel.  That  is  good  news 
for  oil  users. 

And  the  big  oil  companies?  Haw- 
kins sa\'s  thev,  too,  wouki  benefit 
from  prices  that  don't  go  too  high  but 
remain  relati\elv  stable.  Hawkins: 
"Thev' re  better  off  with  stabilirv. 
When  the  price  rises  sharplv,  it  at- 
tracts tax  authorities  all  o\'er  the  world 
and  diminishes  customers'  appetite 
for  oil."  Small  independents  focusing 
on  the  high-cost,  much-explored  U.S. 
will  face  harder  times  than  the  big 
companies.^ 

Hawkins  foresees  profits  swelling 
most  in  the  refining  and  marketing 
end  of  the  oil  business,  not  in  the 
production  end — particularlv  in  the 
Far  East  and  less  developed  countries 
where  demand  is  growing 
fast:  "You'll  hax'c  increasing  ^"^"^ 
volumes  going  through  a 
high-fixcd-cost  business. 
As  I  look  at  plans  on  the 
drawing  board,  I  don't  see 
investments  in  refining  and 
marketing  facilities,  tankers 
and  pipelines  to  support 
predicted  rises  in  oil  de- 
mand, so  there  mav  be  bot- 
tlenecks. That's  where  the 
profits  will  be  for  the  next 
five  years." 

Hawkins  sees  opportuni- 
ties in  the  Soviet  Union  and 
elsewhere  for  "companies 


that  can  find  oil,  finance  de\  elopment 
of  the  fiekis  and  move  the  crude 
through  their  refining  and  marketing 
s\'stems  to  the  customer."  Onh'  the 
giant  oil  companies  can  do  all  those 
things.  Lacking  capital  as  well  as  mar- 
keting skills  and  technology',  the  Sovi- 
et Union  and/or  its  republics  are  al- 
readv  welcoming  big  oil. 

Hawkins'  favorite  compan\'  is  the 
Roval  Dutch/Shell  Group,  owned  b\' 
RoN'al  Dutch  Petroleum  and  Shell 
Transport  &  Trading,  whose  stocks 
trade  separatelv.  For  similar  reasons 
of  size  and  spreaci  he  also  likes,  in 
order  of  preference,  Chexron,  Mobil 
and  Exxon.  "All  are  good,  sturd\' 
long-term  inxestments  at  current 
prices,"  he  savs.  "We  hold  them." 

Royal  Dutch/Shell  has  nearh'  t\v  ice 
as  much  cash — almost  $9  billion — as 


Stable  as  she  goes 

Company 

Chevron 

Exxon 

Mobil 

Royal  Dutch  Petroleum 

Shell  Transport  &  Trading 

Big  oil  companies,  says  Hawkins, 
"are  better  off  with  stability." 
Above  are  his  five  favorites. 


Hawkins  predicts  a  price  col- 
lapse. Even  if  all  of  Kuwait's 
wells  are  blown  up,  the  resump- 
tion of  Iraqi  exports  could  drive 
the  widely  traded  North  Sea 
benchmark  crude  to  $15  or  below 
for  at  least  six  months. 
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long-term  debt.  Hawkins  terms  such 
strength  "an  incredible  advantage"  in 
striking  lucrative  deals  with  countries, 
such  as  a  lic]uefied  natural  gas  project 
in  Nigeria.  "The  companv's  salient 
feature,"  he  savs,  "is  that  they  really  do 
manage  it  as  if  their  own  money  were 
at  stake.  Thev  onlv  inxest  cash  flow  if 
the\'  find  attracti\e  opportunities." 

At  C'he\ron,  Hawkins  cites  big  oil 
and  gas  projects  due  to  start  up  in  the 
next  five  years  in  Australia,  Papua 
New  'Guinea,  Canada  and,  possiblv, 
the  U.S.S.R.,  as  well  as  the  companv's 
o\erhaul  of  its  underperforming  re- 
fining anci  marketing  svstem.  Mobil's 
biggest  attraction  is  its  gasoline  mar- 
keting in  the  U.S.,  Europe  and  Japan. 
It  also  has  huge  cash  How  from  Indo- 
nesia and  a  profitable  plastics  division 
(including  Hefr\'  trash  bags).  Exxon, 
savs  Hav\kins,  is  "strong  in 
~~~~"  all  pha.ses  of  the  business,  in 
Europe,  the  Far  East  and 
the  U.S." 

What  about  Exxon's 
troubles  in  Alaska  and  the 
pending  criminal  trials  fac- 
ing that  giant?  Hawkins 
smiles,  thinking  probably 
of  Saddam's  criminal  oil 
spill,  which  makes  Exxon's 
accident  look  like  a  child's 
prank.  He  savs:  "I  may  be 
Panglossian,  but  I  don't 
think  the  trials  [over  the 
Valdez  spill]  will  be  a  prob- 
lem for  in\'estors."  ^ 
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Will  tens  of  thousands  of  Americans  pay  in  the 
very  high  five  figures  for  a  car?  Mercedes-Benz  is 
betting  heavily  that  they  will. 

Way  above 


the  fray 


By  Peter  Fuhrman 

Downmarket  DIDN'T  work.  In  1983 
Merccdcs-Bcnz  introduced  a  rclatix'c- 
ly  inexpensive  compact,  the  model 
190.  Retailing  slightly  below 
$23,000,  the  car  got  off  to  a  good 
start  but  sputtered  as  a  strong  deut- 
sche  mark  forced  the  U.S.  price  up  to 
almost  $30,000.  In  the  U.S.  the  com- 
pact sold  14,000  units  last  year,  down 
from  25,000  units  in  1985. 

But  price  didn't  seem  to  hurt  Mer- 
cedes' more  expensive  models.  Its 
3.5%  increase  in  U.S.  unit  sales  last 
vear  came  mainly  from  cars  selling  for 
$50,000  and  up.  Mercedes  was  the 
only  major  European  luxury  maker  to 
increase  unit  sales  in  the  U.S.  last  year. 


Mercedes  is  now  lca\'ing  ri\'al  BMW 
to  slug  it  out  with  other  European  and 
Japanese  companies  in  the  lower- 
priced  end  of  the  luxun'  market.  Mov- 
ing e\'en  further  up  the  price  scale,  this 
summer  Mercedes  will  introduce  a 
new  line  of  S-class  cars. 

Recession  or  no,  Mercedes  expects 
to  sell  at  least  30,000  of  these  new 
superluxurv  cars  in  the  U.S.,  and  per- 
haps 90,000  worldwide.  This  despite 
daunting  prices:  between  $60,000 
and  $90,000  before  gas  guzzler  and 
luxur\'  car  taxes.  That's  a  likely  in- 
crease of  1 5%  to  20%  over  the  price  of 
comparable  outgoing  models. 

The   strateg)'   is   this:    Bv   raising 


The  new  MentKles  S-class  car 

Limousine  proportions,  pricing  and  prestige. 


prices  sharplv  under  the  cover  of  a 
fresh  model,  Mercedes  hopes  to  re- 
store its  U.S.  profit  margins,  cut 
sharply  by  the  strong  dcutsche  mark 
and  weak  dollar.  Mercedes  has 
learned  that  once  a  model  is  intro- 
duced, it  is  difficult  to  adjust  its  price, 
regardless  of  what  happens  to  ex- 
change rates  or  costs.  In  1990,  for 
instance,  even  as  the  dollar  lost  almost 
20%  of  its  value  against  the  dcutsche 
mark,  Mercedes  could  raise  U.S.  sell- 
ing prices  just  3%.  As  a  result,  mar- 
gins suffered. 

Wh\'  is  Mercedes-Benz  manage- 
ment so  sure  that  the  higher  prices 
won't  hurt  sales .>  In  part,  the  confi- 
dence stems  from  its  experience  with 
its  new  300SL  and  500SL  sports  cars, 
introduced  last  year.  These  are  priced 
at  $78,500  and  $89,000,  respectively, 
up  $  1 5,000  or  so  from  the  price  of  the 
predecessor  560SL.  Even  at  the  lofty 
price  it's  almost  impossible  to  get 
deliver)'  of  the  new  models  at  the 
suggested  list  in  the  U.S.  New  500SL 
owners  are  selling  their  cars  on  the 
gray  market  for  up  to  an  astounding 
$110,000. 

What,  apart  from  instant  prestige, 
will  buyers  of  the  new  S  class  be 
getting  for  their  money?  The  new  cars 
are  lower,  flatter,  wider  and  about  a 
foot  longer  than  were  their  predeces- 
sor models.  The  back  seat  is  of  limou- 
sine proportions,  as  is  fuel  consump- 
tion: The  top-of-the-line  12-cylinder 
600SEL  will  average  perhaps  13 
miles  per  gallon. 

The  new  S  models  are  fiall  of  Teu- 
tonic techno-refinements.  The  win- 
dows, for  example,  are  double-glazed, 
making  it  quieter  inside  while  elimi- 
nating condensation  on  the  wind- 
shield. For  the  guts,  the  options  in- 
clude engines  of  smaller  volume  but 
higher  horsepower  than  those  avail- 
able in  outgoing  models. 

What  if  the  U.S.  recession  proves 
worse  than  expected?  Mercedes  will 
ship  more  cars  to  Japan,  where  the 
company's  sales  have  been  growing 
by  25%  a  year. 

Mercedes'  pricing  strategies  are 
born  of  supreme,  indeed,  sublime 
self-confidence.  Says  Werner  Niefer, 
the  62-year-old  chairman  of  Mer- 
cedes-Benz A.G.:  "There  will  always 
be  customers  who  can  pay  \er\'  high 
prices  for  the  ven'  best  cars  in  the 
world."  H 
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Will  it  cost  yotir  company 
your  company" 


Ready  for  one  of  the  most  difficult  challenges  ever  to  confront 
corporate  America?  One  that's  estimated  to  cost  up  to  $400  billion. 

New  FASB  regulations  will  force  companies  to  measure  and  post 
as  a  debit  their  health  expense  obligation  to  current  and  future  retirees. 

The  effect  of  this  new 
liability  on  your  financial 
statements  could  be 
enormous.  In  fact,  some 
corporations  could  see 
profits  cut  by  as  much  as 
25%.  And  now  is  the 
time  for  you  to  address  it 
We  can  help.  We  offer 
actuarial,  retirement  and 
health  benefits  expertise. 
We  can  correctly  assess 
your  current  situation. 
And  help  you  better 
prepare  for  the  future. 
We  will  do  everything 
from  measuring  your 
expense  and  liability  to 
evaluating  plan  redesign  alternatives  and  advance  funding  options. 

The  end  result:  we'll  help  you  minimize  the  financial  impact  of  these 
regulations  and  still  enable  you  to  remain  responsive  to  the  benefit 
needs  of  employees.  Write  or  call  Diane  Luedtke,  CIGNA  Employee 
Benefits  Services,  Dept  M-50,  Hartford,  CT  06152,  (203)  725-2492. 
After  all,  the  clock  is  ticking. 


We  get  paid  for  results? 


CIGNA 


Argentina's  horizons  are 
brighter  than  ever. 


Imagine  surveying  the  splendid  horizons  the 
people  of  Argentina  see...  fertile  pampas, 
snowy  Andean  mountains,  painted  deserts, 
and  potent  rivers.  But  Argentines  are  also 
looking  beyond  the  horizon  because  now, 
more  than  ever,  Argentina  is  on  the  move. 
Argentina  is  prepared  to  resume  its  place  as 
one  of  the  most  vigorous  and  creative  of 
modern  nations. 
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▼  I  Argentine  Tourist  Office 


Argentina  is  reaching  out  beyond  its 
borders,  integrating  itself  into  the  international 
community,  fulfilling  commitments,  assuming 
new  responsibilities,  and  establishing  solid 
foundations  for  growth. 

The  Argentine  people  is  more  confident  than 
ever  and  Argentina  is  once  again  a  reliable 
partner.  Argentina  invites  you  to  visit  and 
prove  for  yourself  the  countless  possibilities 
it  offers. 


Argentina 

A  country  where  there  is  so  much  to  see 
and  investment  opportunities  awaiting 
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Is  possession  really  nine-tenths 
of  the  law?  Not  when  you're 
talking  about  stolen  art. 

Findei's 
keepers? 


By  James  Lyons 

Does  a  good-faith  buyer  of  a  piece 
of  art  that  turns  out  to  be  stolen  have 
to  give  it  back? 

Later  this  month  New  York's  high- 
est court  is  expected  to  rule  on  a  case 
that  will  address  this  question,  and  the 
result  could  have  major  implications 
for  museums,  dealers  and  collectors. 
At  stake  is  the  ownership  of  a  Chagall 
watercolor  that  has  been  the  object  of 
a  tug-of-war  for  the  last  five  years 
between  the  Guggenheim  Founda- 
tion and  the  painting's  current  owner. 

The  dispute  is  over  the  legal  re- 
quirements for  forcing  a  good-faith 
buyer  to  return  the  stolen  work  to  the 
original  owner. 

It's  not  as  simple  a  question  as  it 
seems,  particularly  in  the  murky  mi- 
lieu of  art  dealing.  Until  the  Guggen- 
heim case,  the  key  ruling  in  the  area 


was  a  unanimous  opinion  handed 
down  three  vears  ago  by  the  U.S. 
Court  of  Appeals  for  the  Second  Cir- 
cuit. The  federal  judges  set  out  to 
predict  how  a  New  York  court  would 
rule.  They  didn't  refer  the  case  to  the 
state  court  because  "we  cio  not  think  it 
will  recur  with  sufficient  frequency." 

The  focus  of  that  case  was  an  oil 
painting  bv  Claude  Monet,  allegedly 
stolen  cTuring  World  War  II.  Painted 
in  1879,  the  work  was  bought  by  a 
German  and  was  inherited  by  his 
daughter.  The  daughter,  Gerda 
DeWcerth,  kept  the  painting  in  her 
home  until  1943,  when  she  sent  it  for 
safekeeping  to  her  sister  in  southern 
Germany. 

Two  years  later  the  painting  was 
gone.  It  surfaced  in  the  U.S.  in  1956, 
and  was  sold  by  an  art  dealer  the  next 


year  for  $30,900  to  Edith  Baldinger, 
who  put  it  in  the  living  room  of  her 
Park  Avenue  apartment.  The  Monet 
still  hangs  there  today.  Why?  Because 
the  Second  Circuit  said  that  even 
though  the  DeWeerth  family  made 
some  attempts  to  find  the  painting,  it 
didn't  use  "reasonable  diligence"  in 
trying  to  locate  the  stolen  property. 

The  DeWeerth  decision  makes  a 
certain  amount  of  sense:  Why  should 
a  good-faith  purchaser,  who  made  an 
effort  to  check  out  the  work's  history, 
have  to  give  it  up  just  because  some- 
one rushes  out  of  the  blue  to  claim  he 
or  she  owned  it  decades  ago? 

Now  put  yourself  in  the  place  of  the 
erstwhile  owner  of  the  Chagall,  the 
Guggenheim.  In  1985  the  museum 
learned  the  Chagall  was  in  the  hands 
of  Mrs.  lules  Lubell,  a  collector.  The 
museum  was  tipped  off  when  an  art 
dealer  took  a  transparency  of  the  Cha- 
gall to  Sotheby's  for  an  estimate.  The 
Sotheby's  appraiser  recognized  the 
work  and  knew  that  it  had  once  be- 
longed to  the  museum. 

The  Guggenheim  sued  Mrs.  Lu- 
bell, only  to  find  the  DeWeerth  deci- 
sion thrown  in  its  face.  First,  when  the 
Guggenheim  noticed  the  painting 
was  missing — just  when  is  a  hotly 
debated  issue — it  did  not  contact  the 
New  York  City  Police  Department, 
the  FBI  or  Interpol  to  report  the  theft. 
Second,  Mrs.  Lubell  publicly  exhibit- 
ed the  Chagall  twice  in  a  New  York 
galler\',  shortly  after  she  bought  it  in 
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4     Compaq  presents  PCs 

1  for  people  with  basic  needs. 
i   (But  not-so-basic  wants.) 
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Your  need  for  speed  is  met  two  ways. 

The  COMPAQ  DESKPRO  386N  is  powered 

by  Intel's  16-MHz  386SX  microprocessor 

while  the  COMPAQ  DESKPRO  286N  is 

powered  by  a  12-MHz  286  microprocessor. 


If  you  want  to 

looli  good,  we  can 

help  you  out  in  a  hurry 

with  standard  features 

such  as  accelerated 


"ShWi..? 

Everyone  needs  a  little  peace  and  quiet. 

That's  why  both  PCs  employ  dual-speed  fans  and  a  fixed  disk  drive 

time-out  to  ensure  quiet  operation. 


fee- 
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People  want  their  personal  space.  Our  CPU 

footprint  is  a  trim  15"  wide  by  14.9"  deep. 

So  it  won 't  take  over  your  desk. 


There  are  times  when  you  need  a  little  outside 
help.  Built-in  parallel,  serial  and  pointing 
device  interfaces  let  you  connect  a  mouse, 
modem  and  printer  without  using  a  slot. 


These  days,  you  want  a  sense  of  security. 

Especially  if  you  work  on  a  network. 

A  range  of  software  and  hardware  features  are 

built  in  to  safeguard  data  and  PC  components. 


You  need  tools  that  work  the  way  you  work. 

That's  why  you'll  find  the  flexibility  to  use  a 

3'h--  or  5'/-i-inch  diskette  drive,  a  fixed  disk 

drive  or  even  a  diskless  model. 
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The  COMPAQ  DESKPRO  386N  and  COMPAQ  DESKPRO  286N  Personal  Computers  are  not-so-basic 
solutions  for  both  stand-alone  and  networked  computing.They  were  designed  from  the  ground  up  not  just 
to  be  the  most  affordable  COMPAQ  PCs  ever,  but  to  live  up  to  our  mandate  of  simply  working  better. 

This  means  they  deliver  optimized  performance  and  a  long  list  of  integrated 
features.  It  means  they  offer  the  flexibility  to  be  easily  configured  to  your  needs. 
it  also  means  they've  survived  the  industry's  most  exhaustive  tests  for  reliability 

and  for  compatibility.  Things  you  simply  cannot  place  a  price  tag  on.         ,  ^^ 

So  when  you  compare  COMPAQ  with  lower-priced  alternatives,  •^-^SZ^-^^'^^^i 
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look  beyond  the  basics.  You'll  find  COMPAQ  delivers  the  better  value.  For  more  details 
and  the  location  of  your  nearest  Authorized  COMPAQ  Computer  Dealer,  just  call  1-800-231-0900,       ^ 
Operator  135.  In  Canada,  1-800-263-5868,  Operator  135. 

camPAa 

It  simply  works  better. 
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1967  and  again  in  1981. 

Third,  the  Guggenheim's  board  of 
trustees  had  voted  to  delete  the  Cha- 
gall from  its  catalog  rather  than  publi- 
cize the  fact  that  it  was  missing.  Find- 
ing that  the  museum  had  not  exer- 
cised "reasonable  diligence"  in 
attempting  to  hunt  for  the  painting,  a 
trial  court  judge  dismissed  the  Gug- 
genheim's claim. 

It  all  sounds  simple  until  you  con- 
sider that  the  practice  of  the  Guggen- 
heim, as  with  many  other  art  muse- 
ums at  the  time,  was  not  to  report  or 
publicize  thefts.  The  theory  then — 
now  largely  abandoned — was  that  to 
publicize  an  art  theft  would  serve  only 
to  drive  the  work  further  under- 
ground and  lessen  the  chances  for 
recovery. 

The  Guggenheim  and  its  law\'ers — 
New  York's  White  &  Case — won  the 
next  round.  A  New  York  State  appel- 
late panel  rejected  the  Second  Cir- 
cuit's conclusions,  which  placed  the 
burden  of  due  diligence  solely  on  the 
original  owner.  The  court  noted  that 
there  were  questions  about  Lubell's 
conduct  as  well — the  Guggenheim 
claims  Lubell  would  have  realized  the 
work  was  stolen  had  the  definitive 
Chagall  catalog  been  consulted. 

Also  up  for  grabs  is  the  issue  of 
whether  the  Guggenheim's  delay  in 
searching  for  the  watercolor  preju- 
diced Lubell's  ability  to  defend  herself 
against  the  museum's  claims. 

It  is  hoped  the  New  York  Court  of 
Appeals  will  clarify  the  situation, 
though  it  could  merely  order  a  trial 
without  issuing  an  extensive  opinion. 
But  that's  unlikely,  since  state  court 
judges  don't  like  to  have  federal 
judges  do  their  thinking  for  them,  as 
the  Second  Circuit  did. 

Meanwhile,  potential  purchasers  of 
art  can  get  some  cheap  and  easy  pro- 
tection by  calling  New  York's  Inter- 
national Foundation  for  Art  Re- 
search The  foundation  keeps  a  regis- 
try of  stolen  art,  and  for  $50  it  will 
check  the  pedigree  of  an  artwork.  The 
foundation  is  siding  with  the  Gug- 
genheim ij  (ts  effort  to  regain  the 
Chagall. 

It  you  don't  want  someone  coming 
forward  decades  from  now  wanting 
to  pry  that  treasured  piece  of  canvas 
off  your  living  room  wall,  take  all 
reasonable  steps  to  see  that  the  work  is 
legitimate — and  not  stolen.  ^ 
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How  United  Illuminating  survived  an  investment  fiasco 
and  came  out  smiling. 

The  comeback 


kid 


By  James  Cook 


George  W.  Edwards  Jr.,  chairman 
of  New  Haven's  United  Illuminating 
Co.,  shows  ob\'ious  pleasure  as  he 
ticks  off  his  company's  bright  pros- 
pects. New  England  is  rocked  b\'  a 
regional  recession,  the  prospects  for 
electric  power  demand  are  not  very 
dynamic,  yet  ui's  earnings  seem  al- 
most certain  to  grow  briskly  over  the 
vears  ahead.  Not  bad  for  a  company 
that  onlv  a  few  years  ago  looked  like  a 
candidate  for  the  bankruptcy  courts. 
In  the  Eighties  Unitcci  was  caught 


up  in  the  same  disaster  that  over- 
whelmed Public  Service  of  New 
Hampshire:  the  ruinously  high-cost 
$6.5  billion  Seabrook  nuclear  power 
plant.  Public  Service,  with  nearly 
twice  the  investment,  plunged  into 
bankruptcy.  Not  so  ui. 

George  Edwards  managed  the  sur- 
vival of  his  company  by  helping  per- 
suade President  Reagan,  Congress 
and  the  Nuclear  Regulatory  Commis- 
sion to  let  Seabrook  go  into  operation 
after  four  years  of  delay.  Edwards:  "I 


said,  'For  God's  sake,  there  arc 
enough  supporters  of  nuclear  power 
in  the  U.S.  that  we  can  marshall  sup- 
port,' and  that's  exactly  what  we  did." 

He  also  agreed  with  the  Connecti- 
cut Department  of  Public  Utility 
Control  (dpuc)  to  recover  nearly 
half— $640  million— of  ui's  $1.2  bil- 
lion investment  in  Seabrook.  This 
meant  ui  had  to  write  off  $560  mil- 
lion over  two  years.  The  Seabrook 
investment  produced,  in  1989,  a  $73 
million,  or  $5.87-per-share,  loss. 

Negotiations  between  ui  and  the 
DPUC  were  rough.  George  Edwards 
recalls:  "In  the  settlement  agreement, 
we  negotiated  a  sales  adjustment 
clause.  They  kept  insisting  we  were 
lowballing  our  sales  forecast,  and  in 
the  end,  1  said,  'I'll  accept  the  revenue 
levels  associated  with  your  forecast, 
but  you  have  to  be  responsible  for  the 
difference  between  my  forecast  and 
yours,  and  let  us  adjust  our  rates 
accordingly.  .  .  .  Whatever  else  we  do 
internally  (in  excess  of  your  forecast) 
we  get  to  keep  the  benefit  of  " 

Now  to  earn  those  benefits.  In  Au- 
gust  1990  Edwards  sold  Citibank 


UI's  George 

Edwards 

On  Seabrook, 

he  wouldn't 

take  no  for  an 

answer. 


The  high-cost  Seabrook  nuclear  power  plant 

This  time,  the  activists  failed  to  keep  the  plant  from  operating. 


39%  of  ui's  Seabrook  capacity  for 
$250  million,  leased  back  the  capacity 
at  8.41%  interest  and  then  used  the 
$250  million  proceeds  from  the  sale 
to  buy  back  debt  with  coupons  of 
101/4%  and  higher.  The  result:  a  $6 
million  reduction  in  interest  charges, 
equal  to  25  cents  a  share  after  taxes. 
United  shareholders  get  to  keep  that. 
This  vear  they  will  also  get  to  keep 
another  $6  million  from  the  sale  of 
Ul's  New  Haven  headquarters. 

But  the  biggest  kicker  could  come 
from  any  sales  of  wholesale  power  ui 
makes  in  excess  of  the  opuc's  fore- 
casts. The  DPUC  concluded  ui  would 
sell  $50  million  over  three  years.  Ed- 
wards says  ui  may  end  up  selling  as 
much  as  $100  million. 

Last  year,  with  most  of  its  big 
problems  behind  it,  ui's  earnings 
roared  back  from  1989's  loss.  Ed- 
wards closed  out  the  year  with  close  to 
$50  million  in  net,  or  $3.55  a  share, 
on  nearly  $600  million  in  revenues, 
including  $8  million  to  $10  million 
under  the  sales  adjustment  clause. 

On  a  cash  flow  basis,  ui  had  the  best 
year  in  1990  since  1985.  Only  a  few 
years  ago  the  company  was  reporting 
sky-high  earnings,  but  it  was  hard  put 
to  find  the  cash  to  buy  fuel,  maintain 
its  operations  or  pay  the  interest  on  its 
outstanding  debt,  ui's  cash  flow  has 
gone  from  less  than  10%  of  earnings 
in  1987  and  90%  in  1989  to  138% 


last  year,  with  244%  in  prospect  for 
1991.  For  the  first  time  in  years,  ui 
will  soon  have  enough  cash  available 
to  meet  the  needs  of  its  basic  business. 
In  addition,  there  will  be  enough 
excess  cash  to  increase  the  company's 
dividend.  Not  to  the  $3.20  a  share 
that  prevailed  back  in  1984  necessar- 
ily, but  substantiallv  above  the  $2.32 
a  share  United  is  paying  currently. 

And  there's  still  more  to  come. 
Seabrook,  which  went  into  full  opera- 
tion only  last  August,  should  be  yield- 
ing L!l  at  least  $65  million  in  revenue 
on  an  annual  basis.  Then,  too,  there's 
that  upcoming  real  estate  sale,  the 
potential  for  sizable  wholesale  power 
sales,  and  even  substantial  revenue 
from  the  sale  of  emissions  allowances 
under  the  new  Clean  Air  Act,  all  of 
which  UI  will  probably  get  to  keep. 

Though  the  results  will  take  a  cou- 
ple of  years  to  show  up,  Edwards  also 
has  ambitions  to  expand  beyond  the 
utility  business — into  real  estate,  with 
a  new  medical  hotel  ui  has  developed 
in  New  Haven;  into  cogeneration, 
perhaps  in  partnership  with  Yale  Uni- 
versity; and  into  energy  services  for 
business  and  schools. 

"We're  the  comeback  kid,"  George 
Edwards  says  happily.  "I've  never 
seen  any  company  that's  gone 
through  what  we've  gone  through 
and  come  out  the  first  year  making 
really  impressive  money  again."     ^ 
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A  hot  tip  fror  te 


A  layer  of  fat  and  a 
covering  of  feathers  keep 
penguins,  living  in  the 
Antarctic,  from  losing 
body  heat. 


Thanks  to  a  special, 
heat  reflective  coating, 
"Thermax"  glass  panels 
for  oven  doors  keep  all 
the  heat  in  the  oven. 


The  South  Pole  is  home  to 
emperor  penguins.  A  large  part 
of  their  activity  involves 
swimming  and  diving  in  icy 
waters. 

To  keep  these  penguins 

from  losing  body  heat,  nature 
has  endowed  them  with  a  per- 
fect insulating  system.  A  one- 
inch  layer  of  fat  protects  them 
against  hypothermia,  while  their 


thick  feather  covering  repels 
water  and  retains  body  heat. 

Special  glass  oven  door 

panels  from  Schott  also  help  to 
retain  heat  through  insulation. 
"Thermax"  panels  are  particu- 
larly effective  in  this  respect, 
because  they  are  coated  with 
metal  oxide  on  one  or  both  sides. 
This  coating  reflects  the  heat  in 
the  oven  and  offers  two  advan- 


he  South  Pole, 


tages.  Very  little  heat  escapes 
from  the  oven,  and  the  outside 
of  the  oven  door  stays  relatively 
cool.  Even  when  the  temperature 
inside  reaches  932  °F,  as  it  does 
in  many  self-cleaning  ovens. 

"Thermax",'        available 

from  Schott  America,  is  just  one 
example  of  how  Schott's  innovative 
development  responds  to 
specific  needs.  In  today's  world, 


special  glass  helps  keep 
technology  advancing. 

Schott  worldwide:  50,000 

products,  50  production  facili- 
ties, represented  in  more  than 
100  countries,  with  over  $  1  billion 
in  sales. 

Schott  in  North  America: 

11   companies  employing  more 

than  1,800  people. 

Would  you  like  to  know 


more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F  32,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


O  SCHOTT 

Nobody  knows  more  about  glass. 
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Ironically,  one  of  the  great  lessons  of 

the  first  week  of  the  war  was  that  "Arab  brotherhood" 

is  no  cover  for  cruelty  and  megalomania. 

Iraqi  lessons 


BY  MICHAEL  NOVAK 


Philosopher,  journalist  and  ex-U.S. 
ambassador  Michael  Novak  directs  social 
and  political  studies  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


Before  the  rush  of  events  blurs 
memory,  it  is  important  to  record  the 
great  lessons  of  the  first  week  of  war 
in  Iraq.  The  weekend  before,  the 
U.S.  had  just  undergone  a  solemn 
debate  in  Congress;  many  were  pre- 
dicting doom.  On  the  NBC  Nijfhtly 
News,  Tom  Brokaw  said  that  never  in 
his  adult  life  had  he  watched  the  U.S. 
move  so  inexorably  into  disaster. 

Then  the  first  day's  fighting 
changed  the  mood  to  euphoria,  often 
from  the  very  same  persons  who  days 
before  had  been  plunged  into  gloom. 

That  was  a  first  usefial  lesson — the 
President  was  right  not  to  pay  too 
much  attention  to  tidal  emotions; 
cool  judgment,  based  on  solid  analy- 
sis, was  his  best  guide.  Quickly,  the 
extreme  cynicism  of  Saddam  Hus- 
sein—that Bush  early  diagnosed — 
became  visible  to  ail.  Mere  sanctions 
would  only  strengthen  such  a  man. 

The  left,  so  often  battered  by 
events  these  days,  took  a  further  blow 
early  in  the  wai .  Never  in  my  life  have 
I  heard  so  much  praise  for  the  de- 
fense industr)'.  Clearly,  the  techno- 
logicaily  sophisticated  part  of  our 
population  inhabits  a  world  dramati- 
cally different  from  the  one  in  which 
the  rest  of  us  live.  A  Scud  missile 
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blasts  off  at  incredible  speed,  a  satellite 
picks  up  the  blast  and  in  minutes  a 
Patriot  antimissile  team  hundreds  of 
miles  away  launches  its  own  intercep- 
tor to  destroy  the  speeding  Scud  in 
flight.  This  is  all  routine  to  some,  but 
to  many  of  die  rest  of  us  nearly  magic. 

Who  had  the  imagination  and  the 
knowledge  to  conceive  of  this  de- 
fense, and  how  was  it  reduced  to 
practice  (and  through  what  techni- 
cal— and  political — hazards)  and 
brought  down  to  tolerable  costs? 
This  nation  does  not  sufficiently  hon- 
or the  wizards  of  defense — the 
dreamers,  the  engineers,  the  drafts- 
men, the  managers,  even  the  compa- 
ny executives — who  bring  such  mar- 
vels into  being. 

But  Ronald  Reagan's  foresight  in 
pressing  ahead  with  the  land-based 
portion  of  the  Strategic  Defense  Ini- 
tiative, and  specifically  with  the  Pa- 
triot antimissile  system,  was  suddenly 
drawing  praise  from  many  of  those 
who  had  ridiculed  SDI  when  Reagan 
proposed  it.  Thank  God  for  Reagan's 
internal  fortitude. 

As  with  SDI,  the  U.S.  press  has 
done  a  rotten  job  of  keeping  the  pub- 
lic apprised  of  the  latest  advances  in 
war  technology.  There  are  new  dan- 
gers to  the  nation  that  people  have 
not  been  informed  of,  and  entire  new 
realms  of  technology  and  scientific 
reality  that  much  of  the  public  has 
been  too  ill-educated  to  grasp.  The 
media  should  have  been  motivating 
all  of  us  to  learn  more  about  this — 
and  schools  to  teach  it.  Instead  of 
trying  to  indoctrinate  our  children 
with  fears  of  nuclear  war,  perhaps 
our  teachers  might  have  been  empha- 
sizing how  much  more  we  need  to 
know  simply  to  understand  what  we 
are  now  witnessing.  Many  of  us  wish 
we  understood  a  lot  more  about 
computers,  electronics,  lasers,  micro- 
waves, satellite  technology  and  new 
forms  of  radar  and  imaging. 


That  first  week  also  showed  us  one 
of  the  great  air  campaigns  of  all  time, 
fought  on  a  wholly  new  level  of  so- 
phistication, impossible  before  the 
age  of  computers.  Individual  aircraft 
with  individual  missions  had  to  be 
scheduled  for  airspace,  airborne  refu- 
eling stations,  fighter  protection, 
precise  targets,  communications 
channels  of  several  types  and  recogni- 
tion codes.  The  enormous  degree  of 
intellectual  effort  that  marked  this 
planning,  scheduling  and  instanta- 
neous feedback  has  never  been 
matched.  Airmen  were  trained  to  un- 
precedented professional  levels. 

Again,  the  newest  weapons  sys- 
tems carried  more  guidance  equip- 
ment than  explosives,  for  purposes  of 
precise  discrimination. 

Then  there  were  some  other  les- 
sons. In  the  vast  ignorance  that  so 
many  Americans  share  about  other 
cultures  and  religions,  much  non- 
sense easily  gained  credibility.  Much 
of  the  war  coverage  originates  in  Am- 
man, Jordan,  part  of  the  original  Pal- 
estine and  still  home  to  a  large  por- 
tion of  the  Palestinian  population. 
To  their  shame,  but  motivated  by 
their  intense  hatred  of  Israel,  many 
Palestinians  sided  passionately  with 
Saddam  Hussein.  But  it  is  a  great 
mistake  to  believe  that  they  are  typi- 
cal of  the  much-cited  "Arab  masses" 
of  so  much  television  commentaiy. 

A  great  many  Arabs,  perhaps  even 
most  Arabs  (and  even  unknown 
numbers  of  Iraqis),  know  exacdy 
what  kind  of  man  Saddam  Hussein 
is.  The  whole  of  our  quite  stunning 
Arab  coalition  rests  on  this  recogni- 
tion. It  is  against  his  fellow  Muslims 
and  "Arab  brothers"  that  Saddam 
Hussein  has  vented  the  massive  cru- 
elty that  made  him  infamous — 
against  Kurds,  Iranians  and  Ku- 
waitis, not  to  mention  Iraqis. 

Ironically,  then,  one  of  the  great 
lessons  of  the  first  week  was  that 
"Arab  brotherhood"  is  no  cover  for 
cruelty  and  megalomania.  It  was  al- 
ways wrong  to  treat  Arabs  as  though 
they  were  not  part  of  the  same  hu- 
man race.  In  the  name  of  higher  val- 
ues, Arabs  now  stand  with  the  rest  of 
the  world,  and  the  first  week  of  the 
war  showed  remarkable  strength  in 
the  Great  Coalition. 

The  nation  learned  a  lot  in  one 
week — and  will  keep  learning.       ^ 
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The  V-12, 263-Horsepower 

XJ-S  Convertible. 

For  Those  Few  Upon  Whom 

The  Sun  Always  Shines. 


In  California.  XJ-S  Convertible  available  in  1990  model  only. 


Some  people  seek  the  sun.  Then 
again,  there  are  others  who  bask 
in  it  at  will.  If  you're  in  the  latter 
group,  consider  the  XJ-S  Convertible. 
Its  thickly  padded,  hand-tailored 
power  top  folds  in  less  than  12  sec- 
onds. The  S-type's  sensuous  style  and 
bold,  powerful  stance  display  the 
confidence  Jaguar  drivers  have  come 
to  expect.  And  the  S-type's  legendary 
12-cylinder,  overhead  cam  engine  has 
the  kind  of  performance  that  is  sure 
to  brighten  your  day. 


Just  step  on  the  accelerator.  You'll 
be  pressed  into  the  seat,  while  the 
S-type's  sophisticated,  fully  in- 
dependent suspension  handles  high- 
ways and  twisting  country  roads  with 
a  sense  of  ease  and  refined  agility 
found  only  in  a  Jaguar.  When  it's  time 
to  slow  again,  massive  four-wheel, 
power-assisted,  anti-lock  disc  brakes 
will  do  the  job  quickly  and 
confidently. 

Enter  the  XJ-S  Convertible  and 
you  will  find  a  delightful  new  interior 


trimmed  in  the  beauty  of  highly 
polished  burl  elm.  The  seats  are 
upholstered  in  soft,  supple  leather, 
accented  by  color-coordinated  piping. 
We  invite  you  to  test  drive  the 
XJ-S  Convertible.  We  think  you  will 
find  that  the  sun  shines  most  brightly 
when  you're  in  a  Jaguar.  For  the  name 
of  your  nearest  dealer,  call  1-800-4- 
JAGUAR. 


JAGUAR 


BLENDING 


O    -F 


ART 


AND 
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SIEMENS 


1954.  That  was  then, 


Siemens  opens  its  first  American  office.  Located  in  New  York's  Empire  State  Building, 
a  staff  of  seven  offers  electric  and  electronic  engineering  to  the  U.S.  marketplace.  First 
year  sales  were  less  thian  $1  million. 
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1991.  This  is  now 


Today  Siemens  spans  the  continent  with  450  locations  in  towns  and  cities  across 
America,  making  leading  edge  technologies  in  electric  and  electronic  engineering 
available  coast  to  coast.  Siemens  employs  more  than  35,000  people  nationwide, 
including  10,000  men  and  women  at  60  manufacturing  sites.  Together,  they're  contrib- 
uting to  a  growing  company  that's  producing  more  than  $4  billion  in  annual  sales. 
And  all  that  is  continuing  to  make  a  growing  contribution  to  America's  economy 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '91.  Box  8003U,  Trenton,  NJ  08650. 

Automation         Automotive  Electronics         Electronic  Components         Energy         Information  Systems 
Lighting  Systems         Medical  Systems         Power  Generation         Telecommunications         Transportation 


At  a  time  when  many  catalog  merchants 
are  flagging,  Williams-Sonoma  is  going  strong 
What  does  it  do  that's  different? 

Piresemng 
the  magic 


By  Fleming  Meeks 

THERE'S  SOMETHING  invariably  disap- 
pointing about  visiting  a  retail  store 
run  by  one  of  your  favorite  catalog 
merchants.  The  selection  of  gadgets 
and  tools  that  seemed  so  broad  and 
inventive  in  the  Sharper  Image  or 
Brookstone  catalog  looks  a  bit  ordi- 
nary when  you  see  the  same  selection 
on  display  racks.  The  magic  somehow 
disappears. 

Williams-Sonoma,  Inc.  has  man- 
aged to  preserve  the  magic  in  its  retail 
stores.  The  San  Francisco-based  mer- 
chant is  best  known  for  its  Catalog  for 
Cooks,  which  carries  300  or  so  items, 
from  ostrich  feather  dusters  for 
$27.50  to  $285  toasters.  But  the  90 
Williams-Sonoma  stores  are  not  mere 
duplicates  of  the  catalog;  each  carries 
3,000  items,  far  more  than  arc  in  the 
catalog — things  like  custom-built 
French  stoves  at  $16,000  a  copy. 

Williams-Sonoma  owns  four  other 
mail-order  businesses:  Pottery  Barn, 
Hold  Everything,  Gardener's  Eden 
and  Chambers.  Pottery  Barn  and 
Hold  Everything  also  have  retail 
stores.  In  each  case,  the  catalog  carries 
only  carefiilly  edited  versions  of  their 
retail  stores. 

It's  a  hodgepodge,  but  it  works. 
Most  of  the  country's  retailers  were 
taking  big  markdowns  at  Christmas. 
But  Williams-Sonoma  saw  same-store 
sales  rise  9%  in  December  over  the 
previous  year,  with  no  erosion  of 
margins.  Its  revenues  for  the  fiscal  year 
ended  Feb.  3  probably  hit  $285  mil- 
lion, up  31%.  Marcia  Aaron,  a  retail- 
ing analyst  at  Montgomery  Securities, 
expects  the  company  to  turn  in  earn- 
ings of  $12  million — equal  to  $1.15 
on  each  of  its  11  million  o-t-c-traded 
shares.  The  company's  stock  market 
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value  has  grown,  in  fits  and  starts,  from 
around  $60  million,  when  it  went 
public  in  1 983,  to  almost  $220  million 
(recent  price,  1978). 

It  all  started  in  1956,  when  self- 
taught  carpenter  and  hardware  store 
proprietor  Charles  Williams  replaced 
the  hammers  and  saws  in  his  Sonoma, 
Calif  store  with  baguette  pans  and 
omelette  pans  he'd  picked  up  while 
traveling  in  France.  Two  years  later  he 
moved  his  shop  to  fashionable  Sutter 
Street  in  San  Francisco,  where  it  pros- 
pered. Then  in  1972  Edward  Marcus 
(of  the  Neiman  Marcus  clan)  bought 
a  third  of  the  company  and  began 
opening  new  stores.  But  four  vcars 
later  Marcus  died. 

While  Williams  was  a  fine  merchan- 
diser, he  was  a  financial  innocent.  He 
had  no  idea  how  to  manage  his  way 
out  of  the  $700,000  debt  load  that  the 
$4  million  (1978  revenues)  company 
had  taken  on. 

In  1978  he  decided  to  sell  out.  The 
buyer  was  W.  Howard  Lester.  A  lanky 
Oklahoman  who  had  worked  as  a  data 
processing  salesman  for  IBM  and  then 
started  and  sold  a  series  of  computer 
service  firms,  Lester  was  snooping 
around  for  a  new  company  to  keep 
him  busy.  In  late  1978  he  and  a 
partner  paid  $100,000  for  Williams- 
Sonoma.  Now  75,  Williams  still 
heads  up  the  company's  flagship  Cata- 
log for  Cooks,  but  he's  no  longer 
running  the  company. 

To  handle  mail  order,  Lester  re- 
canted Patrick  Cx)nnolly,  who  had 
created  a  mail-order  sporting  goods 
catalog  for  Hanover  Direct.  Williams- 
Sonoma's  mail-order  business  took 
off.  By  1982  revenues  were  up  to  $35 
million.  Lester  was  now  ready  to  open 


A  sampler  of 
Williams-Sonoma's 
catalogs 

Tasteful  goods, 
well-tended 
mailing  lists. 


more  stores,  but  he  needed  capital.  In 
1983  Goldman,  Sachs  &  Co.  sold 
39%  of  the  company  to  the  public  for 
$23  million.  It  was  one  of  those  rare 
initial  public  offerings  that  make 
money  for  the  public.  One  hundred 
shares  bought  for  $2,300  in  the  offer- 
ing are  now  worth  $6,700. 

In  1983  Lester  brought  out  Hold 
Everything,  a  new  catalog  of  home- 
organization  products — cedar  sweat- 
er boxes,  clothing  racks,  closet  bags 
and  the  like.  It  was  a  perfect  product 
for  an  era  when  a  consumer  spending 
boom  would  fill  America's  closets  and 
bureau  drawers  to  overflowing.  Two 
dozen  Hold  Everything  stores  cur- 
rently generate  $16  million  in  reve- 
nues, and  the  catalog  should  bring  in 
$30  million. 

In  1986  Lester  paid  the  Gap  $6 
million  in  cash  for  Pottery  Barn,  a 
moneylosing  household  accessories 
retailer  with  26  stores  in  New  York 
and  Los  Angeles.   No  surprise,  he 
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Chuck  Williams  at 
his  Sonoma,  Calif, 
store  (1956) 
Out  went 
hammers, 
in  came 
baguette  pans. 


soon  created  a  catalog.  In  four  years. 
Pottery  Barn's  revenues  have  nearly 
trebled:  $30  million  from  the  stores, 
$17  million  from  the  catalog. 

A  catalog  of  gardening  supplies  and 
outdoor  furniture,  Gardener's  Eden, 
acquired  for  $40,000  in  1982,  should 
add  $18  million  to  last  year's  sales. 
Two  Gardener's  Eden  stores  were 
tested  a  few  years  ago  but  were  later 
closed  when  the  business  proved  too 
seasonal  to  support  their  overhead. 

What's  the  secret  of  success  for  this 
company  in  a  crowded  field?  Sono- 
ma's secret  lies  in  the  fact  that  its 
highly  automated  mailing  lists  make  it 
a  kind  of  mini  American  Express.  Its 
database  of  4.5  million  customers 
now  tracks  up  to  150  different  pieces 
of  information  per  customer.  With  a 
few  simple  keystrokes,  the  companv 
can  tell  you  what  you've  bought  from 
each  of  its  five  catalogs  (an  estimated 
60%  of  customers  have  bought  from 
more  than  one),  what  time  of  the  year 


you  tend  to  buy,  how  often  you  bu\', 
what  categor)'  of  merchandise  you 
lean  toward,  and  so  on  and  so  forth. 

Through  a  complex  cross-referenc- 
ing of  the  data,  Williams-Sonoma's 
two  full-time  statisticians  are  able  to 
project,  to  plus  or  minus  5%  accurac)' 
on  average,  each  catalog's  sales.  The 
database  is  also  used  to  tell  the  compa- 
ny the  most  promising  locations  for 
new  stores. 

In  the  spring  of  1989  Williams- 
Sonoma  introduced  the  Chambers 
catalog,  which  sells  everything  from 
soaps  and  slippers  to  $800  bedshects 
and  $1,125  mirrors.  Here  again  the 
statisticians  led  the  fight,  combing  the 
companv's  mailing  lists  for  customers 
most  likely  to  order  bed  and  bath 
products.  The  Chambers  catalog 
turned  a  profit  on  its  first  mailing.  Last 
vcar  Chambers  produced  revenues  of 
$10  million.  This  vear  Lester  will  test 
market  a  Chambers  retail  store. 

The  cross-fertilization  possibilities 


Chairman 

W.  Howard  Lester 

in  the 

San  Francisco 

store 

Expanding  into 

niches  that 

appeai  to  his 

customer  base. 


seem  endless.  Last  May,  Lester  ac- 
quired California  Closet  Co.  (Forbes, 
May  30,  198S),  a  nine-year-old  closet 
remodeling  company,  for  stock  then 
worth  a  little  over  $9  million.  Lester 
figures  on  promoting  the  new  acquisi- 
tion's services  through  the  Hold  Ev- 
er\'thing  catalogs  and  stores. 

Lester,  now  55  and  sitting  on  al- 
most $30  million  of  Williams-Son- 
oma stock,  is  now  broadening  top 
management — perhaps  aware  that 
the  company  is  getting  too  big  to  be  a 
one-man  show.  Two  years  ago  he 
hired  Kent  Larson,  51,  as  president. 
Larson's  credentials:  23  years  at  Pills- 
burv,  where  he  last  ran  the  company's 
$2-billion-plus  U.S.  food  operations. 
Savs  Larson:  "At  Pillsbury,  wc  always 
used  to  talk  about  entrepreneurs  and 
entrepreneurial  spirit.  We  never  really 
knew  what  the  hell  that  meant."  So 
what  does  the  term  mean?  It  means 
having  fun,  Larson  replies.  "We've 
got  a  fun  business  here."  Hi 
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An  Arizona  college  uses 

NEC's  big  business  technology  to  reach 

its  smallest  class. 


There  aren't  many  colleges  willing  to  go  the 
extra  mile  —  let  alone  more  —  to  help  two  students 
fulfill  their  graduation  requirements.  But  thanks 
to  NEC's  sophisticated  telecommunications 
equipment,  Maricopa  County  Community  Colleges 
have  put  music  majors  Correne  Lane  and  Casey 
Henry  in  a  class  by  themselves. 

To  graduate,  both  students  must  complete  a 
course  in  Music  Theory  held  on  a  campus  too  far  away  for 
either  to  reach.  But  with  NEC's  teleconferencing  technology,  Correne  and  Casey 
can  now  attend  class  three  times  a  week.  The  system's  two-way  communication 
capabilities  allow  them  to  see  and  hear  their  professor  while  he  watches  and 
listens  to  their  performances. 

,     In  addition  to  helping  the  college  bridge  the  gap  between  teachers  and  students, 
Maricopa  is  also  using  other  NEC  interactive  equipment  to  keep  administrators  and 
educators  on  the  same  wavelength. 

At  NEC,  we're  constantly  coming  up  with  better  ways  to  bring  people  together. 
You'll  find  our  computer  and  communications  products  in  corporations  large  and 
small.  In  public  and  private  institutions.  In  homes  across  the  country.  Helping  people 
share  information  —  wherever  they  may  be. 

To  learn  more  about  NEC's  quality  products,  call  1-800-338-9549. 


NEC 


Quality  That  Proves  Itself. 


Communications  •  Computers  •  Electron  Devices  •  Home  Electronics 
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UP  &  COMERS 


BBE  Sound  Inc. 's  John  McLaren  hopes  to 
turn  his  small  electronics  company  into  a 
household  word.  He's  off  to  a  good  start. 

Making  mid-fi 
into  hi-fi 


By  Peter  Newcomb 

To  AN  AUDIOPHILE,  the  ultimate 
would  be  to  recreate  the  sounds  of  lixe 
music  in  the  home.  John  McLaren, 
head  of  a  budding  audio  electronics 
company  called  bbe  Sound  Inc.,  is 
trying  to  do  just  that. 

He's  using  a  new  technology  tihat 
enhances  the  audio  signal  by  elimii)at- 
ing  the  distortion  that  typically  occurs 
in  the  high  frequencies.  McLaren,  57, 
hopes  to  bring  a  new  clarit\'  to  the 
sound  of  stereo  components — and 
even  radio  and  television  broadcasts. 
His  goal:  the  same  kind  of  commer- 
cial impact  that  Dolby  Laboratories 
had  in  the  1970s  with  its  technolog)' 
that  eliminated  surface  noise  on  audio 
tape.  Today  virtually  every  tape  deck 
has  some  kind  of  Dolby  function. 

bbe's  technology  employs  a  chip 
that  beefs  up  the  signal  strength  of  the 
high  frequencies  and  compensates  for 
the  milliseconds  of  delay  that  t\'pically 
separate  the  higher-frequency  sounds 
from  the  mid-  and  low-frequency  sig- 
nals. The  result  is  a  finely  tuned  sound 
that  bears  a  much  closer  likeness  to 
live  music.  The  chip  can  be  installed  in 
a  television,  radio,  amplifier,  speaker, 
or  even  headphones.  Says  McLaren: 
"It's  kind  of  like  an  automatic  focus 
for  the  sound." 

McLaren  came  late  to  being  an 
entrepreneur,  but  he's  no  newcomer 
to  the  music  business.  He  got  his  start 
in  1959  at  Steinway  as  a  piano  sales- 
man. After  four  years  he  left  to  run 
Yamaha's  musical  divisions.  Sixteen 
years  later  he  joined  CBS  to  run  its 
musical  instrument  division,  which 
included  Fender  guitars  and,  by  then, 
his  old  friend  Steinway  pianos,  which 
CBS  had  bought  in  1972. 

But  McLaren  quickly  found  him- 


self at  odds  with  CBS,  which  he  says 
was  preoccupied  with  its  internal 
problems  and  didn't  ha\'e  a  long-term 
commitment  or  plan  for  the  instru- 
ment division.  Aft:er  briefly  publish- 
ing a  music  industn'  newsletter, 
McLaren  tried  arranging  a  leveraged 
buyout  of  the  CBS  division  he  once 
ran.  Negotiations  v\'eren't  going  well. 
Then,  in  Mav  1985,  one  of  the  invest- 
ment people  McLaren  had  been  talk- 
ing to  toki  him  about  bbe  and  the  new 
technology.  At  the  time,  BBE  was  part 
of  a  company  called  Barcus-Berry, 
which  wanted  to  exploit  the  technol- 
og)'  but  didn't  ha\e  the  resources  to 
do  so.  A  group  of  venture  capitalists 
came  in  and  spun  off  bbe  as  a  separate 


BBE  Sound's  John  McLaren 
Wherever  there's  amplifi- 
cation and  sound,  there's 
potential  for  BBE. 


compan)'  with  the  idea  that  bbe  would 
one  day  go  public. 

Enter  McLaren.  The  investors 
talked  McLaren  into  putting  up  about 
$50,000  himself  and  becoming  chief 
executixe.  In  return,  they  came  up 
with  about  $2  million  of  badly  needed 
capital  b}'  the  end  of  1985,  and  gave 
McLaren  20%  of  the  company. 

Today  scores  of  radio  stations 
around  the  world,  including  Japan's 
government-owned  broadcasting  sys- 
tem, NHK,  arc  using  bbe  technology. 
Ken  Rainey,  general  manager  of 
WZMP-FM  in  Meridian,  Miss.,  first 
heard  of  BBE  while  visiting  some 
Nashville  recording  studios.  He  im- 
mediately heard  the  difference  and 
ga\'e  McLaren  a  call.  The  station  has 
been  broadcasting  with  bbe  ever 
since.  Even  Columbia  Pictures  used 
BBE  in  its  soap  opera  Falcon  Crest. 

For  now,  bbe  will  pursue  its  bread- 
and-butter  markets:  personal  stereo 
components.  Aiwa,  the  Japanese  elec- 
tronics company  that's  52%  owned 
by  Sony,  uses  bbe  throughout  its  en- 
tire premium  line,  bbe  also  has  a 
licensing  deal  with  Korean- based 
Goldstar  for  its  premium  lines. 

In  the  U.S.,  bbe  just  signed  licenses 
with  International  Jensen,  Inc.,  maker 
of  Advent,  Acoustic  Research,  Phase 
Linear  and  Jensen  audio  equipment. 
Other  deals  arc  pending. 

McLaren  is  visibly  pleased  to  be 

I  running  his  own  show.  Whether  or 

I  not  BBE  catches  on  as  Dolby  did  will 

*  dictate  the  company's  ftiture.  Sales  for 

1990  were  about  $3  million,   but 

McLaren  hopes  for  revenues  of  $10 

million  to  $15  million  in  the  next 

three  years. 

And  unlike  CBS,  where  McLaren 
found  strategies  to  be  short  term,  BBE 
will  have  a  longer-term  focus.  More 
products  will  be  introduced  at  the 
home  and  professional  levels:  Electric 
instruments  with  preamplifiers  wiU  be 
able  to  adapt  bbe  technology;  for 
example,  a  chip  that  can  be  used  for 
battery-powered  headphones.  There 
will  also  be  more  licensing  deals  for 
television  sets  and  VCRS. 

"Anywhere  you  have  amplification 
and  sound,  there's  a  potential  applica- 
tion for  BBE,"  says  McLaren,  confi- 
dent that  BBE  will  become  a  house- 
hold name.  If  that  happens,  it  would 
be  the  sweetest  music  McLaren  has 
ever  heard.  WM 
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he  American  Institute  of  CPAs  is 

cing  an  IRS  proposal  that  would 

ct  tax  preparers  to  penalties  if 

take  positions  that  don't  have  at 

1  onc-in-thrce  chance  of  being 

d  and  then  fail  to  flag  these 

lonable  interpretations  on  the 

1.  The  institute  says  such  odds 

mpossible  to  calculate  and  that 

standard  is  too  tough  an\way. 

.lagine  if  criminal  lawyers  were  re- 

ired  to  enter  guilty  pleas  for  all 

lents  with  less  than  a  one-in-threc 

lance  of  acquittal.)  But  the  message 

i  clear:  Tax  preparers  are  no  longer 

allowed  to  act  as  hired  guns  who  stand 

by  their  clients,  right  or  wrong. 

Are  CPAs  now  merely  taxpayer-paid 
spies  for  the  IRS?  Not  yet.  Today's 
ethical  tax  preparer  won't  sign  a  re- 
turn if  he  thinks  you're  cheating;  but 
he  won't  volunteer  information  to  the 
IRS  about  you,  either.  He  can  get  sued 
for  that,  too. 

Here  are  some  of  the  deductions 
your  accountant  is  likely  to  give  you  a 
hard  time  about: 

•  Home  office  expenses.  Because  of  a 
longstanding  IRS  campaign  against 
this  deduction,  tax  preparers  arc  be- 
coming reluctant  to  use  it.  New  Jersey 
accountant  Stives  used  to  claim  the 
deduction  on  his  own  return.  Now? 
"I  just  don't  touch  it  anymore.  The 
oniv  time  we  do  office  in  the  home  for 
a  client  is  if  he  has  absolutely  no  other 
ofiFice  or  if  he's  a  professional  who 
actually  meets  with  clients  or  patients 
regularlv  af  home."  Teachers  who 
gracie  papers  at  home  are  told  to 
forget  it. 

•  Noncash  charitable  deductions. 
Taxpavers  are  required  to  attach  a 
special  disclosure  form  if  they  take 
noncash  charitable  deductions  of 
more  than  $500.  If  you  are  deducting 
$600  for  a  used  car  given  to  a  soup 
kitchen,  vour  accountant  may  suggest 
you  reduce  that  to  $500  just  to  avoid 
the  form. 

•  Business  deductions  for  activities 
that  might  be  fian.  IRS  auditors  now 
reflexively  challenge  deductions  for 
countr\'  club  memberships  and  busi- 
ness trips  to  warm  climates.  Country 
club  dues  aren't  deductible  at  all  un- 
less taxpayers  can  prove  that  they  used 
the  club  for  business  more  than  50% 
of  the  time  and  "almost  nobody"  can, 
savs  Hutchinson,  Minn,  accountant 
Chad  Piehl.  H 


Bain  &  Co.  has  prided  itself  on  the  brilliant 
management  advice  it  sells.  Too  bad 
it  didn't  have  itself  as  a  client. 

Physician, 
heal 


thyself 


By  Rita  Koselka 

Once  the  most  fiercely  competi- 
tive and  high-flving  strateg)'  consul- 
tants of  the  1980s,  Bain  &  Co.  is  now 
battling  to  turn  itself  around.  Former 
emplovees  sav  its  revenues  haxe  fallen 
to  around  $150  million,  from  $230 
million  a  few  years  ago.  And  manage- 
ment is  trving  to  reverse  a  brain  drain 
that  has  hobbled  etTorts  to  dexelop 
new  business.  This  in  an  outfit  that 
was  known  for  attracting  the  best  in 


their  classes  from  the  most  prestigious 
universities. 

Formed  in  1973  bv  William  Bain 
and  other  former  colleagues  from  the 
Boston  Consulting  Group,  Bain  & 
C]o.  distinguished  itself  from  the  com- 
petition by  developing  long-term  re- 
lationships with  clients  whose  ideas 
and  strategies  Bain  &  C'o.'s  resident 
geniuses  would  help  shape  and  imple- 
ment. Some  of  the  tees  from  their 


W.  Mitt  Romney, 
Bain's  new  chief  executive 
Bill  Bain  brought  him  in 
to  heal  the  wounds  of 
the  management  wars. 
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Bill  Bain,  founder 

and  chairman  of  Bam  &  Co. 

His  biggest  consulting  challenge 

turned  out  to  be  inside  his  own  firm. 

blue-chip  clients  were  astronomical. 
Dun  &  Bradstreet,  for  example,  paid 
Bain  &  Co.  around  $35  million  for 
one  year's  labor.  Profit  margins  were 
near  30%.  Two  related  problems 
arose.  The  eight  founding  partners 
were  eager  to  cash  in.  The  younger 
partners  wanted  more  of  the  action. 
So  between  1985  and  1986  Bain  sold 
30%  of  the  stock,  most  of  which 
belonged  to  the  eight  founding  part- 
ners, to  an  ESOP.  The  ESOP  paid  $170 
million,  which  it  borrowed  from  the 
banks,  and  $75  million  in  notes  for 
tlie  30%.  That  implicitly  valued  the 
practice  at  $800  million — four  to  five 
times  revenues  at  the  time.  The  eight 
founders  kept  the  remaining  70%  of 
the  stock. 

But  interest  on  the  ESOP's  debt  was 
around  $25  million  a  year.  That  was 
fine  when  margins  were  30%,  but 
profitability  was  declining.  New  firms 
were  entering  the  field  and  clients 
were  demanding  more  specialized  ser- 
vices. Bain  &  Co.  remained  a  general- 
ist  practice. 

With  revenue  growth  flagging,  in 
April  1988  Bain  laid  off  10%  of  its 


professionals.  Infighting  became  in- 
tense and  the  split  between  the  gray- 
beards  and  the  ^'oung  Turks  grew  as 
the  younger  partners  worried  their 
bonuses  would  get  squeezed. 

The  battle  got  bloodier  in  early 
1989,  when  Bain  brought  in  Peter 
Dawkins,  the  former  Heisman  Tro- 
phy winner  and  Armv  brigadier  gen- 
eral, as  a  rainmaker  and  soon  made 
him  head  of  the  firm's  North  Ameri- 
can operations.  Though  Dawkins  had 
impressive  contacts,  his  lack  of  con- 
sulting experience  upset  many  young 
and  old  "Bainies"  who  were  fighting 
for  more  control.  Some  of  the  com- 
pany's best  people  jumped  ship. 

Last  fall.  Bill  Bain  tried  to  sell  the 
firm.  There  were  lookers  but  no  tak- 
ers. Another  200  consultants  were 
laid  off  A  $19  million  principal  pav- 
ment  was  coming  due.  Subordinated 
note  holders  didn't  receive  their  inter- 
est payments  last  year. 

Under  pressure  from  the  vounger 
partners,  last  October  Bill  Bain  picked 
W.  Mitt  Romney,  43,  to  bring  peace 
to  the  business.  Romnev,  son  of  for- 
mer   Michigan    Governor    George 


Romney,  had  been  investing  money 
for  partners  as  head  of  Bain  Capital 
and  had  kept  himself  aloof  from  the 
political  frav. 

Late  last  month  a  compromise  was 
reached.  The  founders  agreed  to  dis- 
solve Bain  Holdings,  an  investment 
hand  holding  some  of  the  proceeds 
from  the  ESOP  sale,  in  effect  returning 
about  $100  million  to  the  firm.  Thev 
also  turned  back  the  70%  of  the  stock 
they  still  owned.  Under  the  recapital- 
ization, the  ESOP  will  own  40%,  the 
75  vounger  partners  60%.  Bill  Bain 
no  longer  owns  any  of  the  firm  he 
founded — except  for  a  small  piece  in 
the  ESOP — but  he  remains  as  chairman 
of  a  new  management  board.  As  of 
next  month.  Mitt  Romnev  becomes 
Bain  &  Co.'s  chief  executive. 

"We  wish  it  would  have  happened 
a  year  earlier,"  savs  Orit  Gadiesh,  a 
leader  of  the  voung  partner  pack  who 
will  sit  on  the  management  board. 
"Now  all  I  want  to  do  is  get  to 
work."  But  how  do  you  conxince 
customers  they  need  your  advice 
when  vour  own  firm  messed  things 
up  so  badly?  ^ 
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No  matter  where  you  take 
your  Cadillac  Seville,  with  Alamo, 


Wall  the  miles  are  free. 


Alamo  features  fine 

General  Motors  cars  like  this  Cadillac  Seville. 

And,  every  day,  with  every  car  nationwide,  only  Alamo  gives  you  all  the 

miles  for  free.  For  reservations  call  your  Professional  Travel  Agent  or  call  Alamo  directly  at  1-800-GO-ALAMO. 


?  MapH.M.  Gouxha 
©1991.  Alamo  Rent  A  Car.  Int. 


As  the  sorry  saga  of  Damson  oil  partnerships  draws  to 
a  close,  Barrie  Damson  is  crying  all  the  way  to  the  bank. 

A  captain  who 
didn't  go  down 
with  his  ship 


By  James  R.  Norman 


Barrie  M.  Damson  has  always  land- 
ed on  his  feet.  Long  after  Petro- Lewis 
Corp.  and  other  big  players  in  the  oil 
limited  partnership  game  bit  the  dust, 
his  Damson  Oil  Corp.  is  still  in  busi- 
ness. But  not  for  much  longer. 

On  Feb.  19  Damson^s  127,000 
limited  partners  will  \'otc  on  a  plan  to 
"roll  up"  and  merge  all  their  remain- 
ing Damson  oil  and  gas  units  into  a 
new  corporation  to  be  formed  from 
the  master  limited  partnership  of 
Parker  &  Parsley  Development  Part- 
ners, L.P. 

Damson  Oil  is  almost  bankrupt  and 
a  liquidation  would  be  messy  for  the 
limited  partners.  Therefore  they'll 
probably  approve  the  plan.  If  so,  the 
Damson  units  will  be  sold  for  a  small 
fraction  of  the  $1  billion  or  more  that 
Barrie  Damson's  limited  partners  in- 
vested in  them. 

But  Barrie  Damson's  luck  has  held. 
When  the  dust  finally  setdes,  the  55- 
ycar-old  New  York  promoter  (who 
declined  to  be  interviewed  for  this 
article)  will  walk  away  with  $2.2  mil- 
lion in  severance  pay,  $3.5  million  in 
"consulting"  fees,  $4.6  million  from 
cashing  ivi  incentive  options,  up  to  $4 
million  of  reimbursed  expenses  relat- 
ed to  his  ovv'u  failed  attempt  at  bu\'ing 
out  the  partnerships  two  years  ago, 
and  $3.6  million  in  cash  and  stock  for 
his  own  units.  That's  close  to  $18 
million  for  having  managed  a  compa- 
ny that  has  been  evaporating  steadily 
since  1984. 

The  lawyers,  inxestment  bankers 


and  accountants  who  put  the  roll-up 
together  will  pocket  another  $21  mil- 
lion in  fees.  What  about  Damson's 
limited  partners?  For  the  $1 -billion- 
plus  thev  in\ested,  now  down  to  $228 
million  worth  of  oil  and  gas  reserx'cs, 
the  limited  partners  will  get  $105 
million,  with  almost  $60  million  of 
that  paid  in  the  form  of  stock  in  a  new 
company,  Parker  &  Parsle\'  Petro- 
leum Co. 

''We  small  in\'estors  will  take  a 
bath,"  gripes  George  Mannina,  a 
Mar)'land  lawyer  who  says  he'll  get 


back  a  small  piece  of  the  $4,000  he  put 
into  Damson  partnerships.  "You  get 
angp*',"  he  sa\'s,  but  "there's  nothing 
\'ou  can  do." 

"Outrageous!"  is  how  Richard 
Wollack  of  Liquidirv'  Fund  Inx'cst- 
ment  Corp.,  which  analyzes  roll-ups, 
describes  the  Damson  plan. 

The  only  hope  is  that  the  stock  of 
the  new  company,  Parker  &  Parsley, 
will  appreciate.  One  oil  analyst,  Mi- 
chael J.  Harris  of  Morgan  Keegan  & 
Co.,  thinks  r&r  shares  could  jump 
50%  in  \'alue  after  the  roll-up.  That's 
because  master  limited  partnerships 
trade  at  onh'  half  their  net  asset  value. 
B)'  con\erting  to  a  corporation,  ex- 
plains Harris,  the  independent  oil  ex- 
ploration firm  might  attract  institu- 
tional inxestors  and  trade  at  a  better 
multiple. 

On  the  other  hand,  heft}'  anti- 
takeover defenses  built  into  the  new 
compan\'  could  turn  off  many  profes- 
sional investors.  In  any  case,  P&P 
holders  ha\'e  seen  little  gain  in  their 
units  since  the  deal  was  announced 
last  June.  Another  part\'  in  the  deal 
compares  the  switch  from  Damson 
units  to  Parker  &  Parsley  paper  this 
way:  "It's  like  cutting  off  your  arm  to 
get  out  of  a  car  wreck." 

"Barrie  looks  like  the  only  guy  who 
comes  out  well,"  snipes  one  large 
Damson  Oil  bondholder.  But  what 
else  is  new?  Mi 


Barrie  Damson, 
president  of 
Damson  Oil  Corp. 
He  does  well, 
but  investors 
feel  the  pain. 
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Attention  mavericks,  perfec- 
tionists and  independent  thinkers. 
Your  ship  has  come  in:  The  BMW 
machine  that's  so  nonconformist, 
it  offers  two  personalities.  The 
RIOOGS  or  theRlOOGS  Pans-Dakar 

In  fact,  they're  dual-purpose 
adventure  bikes  that  offer  ornery 
independence  and  civilized  values. 
Which  is  good  news  even  if  you're 
a  novice  or  an  individualist  who 
last  started  a  motorcycle  some 
years  ago 

After  all,  our  whole-earth  bikes 
are  positively  adept  on  (A)  roads 
and  (B)  no  roads.  So  you  can 
navigate  by  the  sun  as  well  as  traffic 
signs.  Instincts  befitting  the  direct 
descendants  of  BMW's  multiple 
winners  of  Pans-Dakar  Rallies. 

As  you  might  expect,  the 
BMW  RIOOGS  and  RIOOGS  Paris- 
Dakar  are  in  a  class  of  their  own. 
'Smooth,  uninterrupted  power 
flows  from  a  980cc,  flat-twin 
engine  which  has  the  remarkable 
ability  to  rumble  in  the  jungle  all 
day  at  low  rpm's  or  to  purr  coast 
to  coast  at  super-highway  speeds. 

Unrestrained  confidence 
also  travels  via  our  three-year, 
unlimited-mileage,  limited  warranty* 
and  the  BMW  Motorcycle  Roadside 
Assistance  Plan." 

So  first  roam  to  your  phone 
and  call  1-800-345-4BMW  to  find 
your  nearest  authorized  BMW 
motorcycle  dealer 

He'll  have  everything  you  need 
to  take  off  on  a  BMW  motorcycle, 
except  obstacles.  Just  ask^ 
to  see  our  cruise  line. 

WORTH  THE  OBSESSION/ 

©l':*9l  eMWMtNnftttApnen.  J  Int   The  SMW  li*]wi.tfh  10,1  ■  .,■     r.     .~^,,.- 
">e  vou(  duthfMi/ed  BMW  ije^ef  to'  deta/li,  alXHJt  the  imnieo  w3fr3njv  *  *fr.f 
Lomplele  <iela<K  see  you'  Motor  Club  Benehls  GuicJe  Some  DeneMs  not  availaWe  -r 
dll  states  Services  provided  tiy  Cross  Country  Moloi  Club,  Inc  Boston.  MA  02]bb 
except  m  Cdldofriia  wtieie  services  are  provideq^y  Cross  Counlry  Mole  Club  ol 
California  Inc  Bostofi  MA  0^1')^  Available  un  all  1989  or  latff  BMW  "lotofCyCles 
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When  it  comes  to  your 
financial  needs,  we  have  a 
special  perspective. 

When  you  deal  with  Transamerica,  you  re 
dealing  with  a  $30  billion  company  that's  been 
helping  people  and  businesses  meet  their 
financial  needs  for  more  than  60  years.  We 
specialize  in  things  like  life  and  property  & 
casualty  insurance,  money  management, 
lending  and  leasing.  We  don't  do  everything, 
but  we  try  to  be  the  best  at  everything  we  do. 
Because  we  think  that  works  best  for  you. 


Transamerica 

THE  POWER  OF  THE  PYRAMID  IS  WORKING  FOR  YOU." 


)  1991  Transamerica  Corporation 
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INTRODUCING  JAPAN, 

WITH  DAILY  747  SERVICE 

TO  NAGOYA. 

Now,  America  West  can  fly  you 
across  the  Pacific  like  never  before. 

From  any  America  West  city,  we'll 
jet  you  to  Nagoya,  Japan  via  Honolulu. 


Nagoya  is  a  convenient  gateway  to  Tokyo 
and  other  bustling  centers  of  commerce. 

On  America  West,  you  can  even 
mix  business  with  pleasure  by  stopping 
in  Hawaii  before  or  after  visiting 
Japan.  Of  course,  you'll  be  able  to  enjoy 
America  West's  elegant  First  Class, 
spacious  Business  Class  or  popular 
Economy  service  all  the  way 


For  reservations  to  the  heart  of 
Japan  or  to  any  of  our  more  than  650 
daily  flights  to  over  55  cities,  call  your 
Travel  Agent  or  America  West  Airlines 
at  800-247-5692. 

#AmericaW^st 

Across  the  U.S.  and  Pacific,  what  we  serve  is  you!" 


AmeiicaWest  meets  East 


(©lOOl  America  WeM  Airline 
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aays  or  tnc  tnrcc-wcck  trial. 

Nor  did  it  matter  that  Bccman,  who  had  fitted 
asbestos  insulated  pipes,  suffered  no  clear  ill 
effects  from  asbestos.  His  attorneys  sought 
compensation  for  his  "mental  anguish  and  fear 


'd  risk  of  cancer." 
Eaton  made  the  same 
i/rown's  court.  Happily  retired  and 
.v'intering  in  Arizona,  he  sued  42  manufactur- 
ers, including  Armstrong  World  Industries, 
Combustion  Engineering  and  Union  Carbide. 
Eaton  lost  his  case  before  the  juiT.  Even  so,  he 
collected  an  estimated  $20,000  from  defendants 
who  settled  with  Eaton  before  the  trial. 

If  that  seems  stretching  the  law,  consider  this: 
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Asbestos  suits 


In  Los  Aiigclcs  last  December,  a  jun'  awarded 
retired  tire  worker  Simon  Redditt  $155,000. 
This  75-year-old  lifetime  smoker  walks  5  miles  a 
day.  He  claimed  past  asbestos  exposure  caused 
him,  among  other  things,  shortness  of  breath. 

These  cases  and  90,000  more  like  them  go  far 
beyond  the  25,000  cases  pending  against  asbes- 
tos manutacturers  such  as  Johns-Man\ille  and 
Raymark  Industries  by  plaintiffs  with  asbestos- 
related  lung  cancers  and  asbcstosis.  Our  popu- 
list-leaning courts  are  turning  the  asbestos  issue 
into  a  giant  lotten'  in  which  almost  an\'one  can 
win  and  the  consumers  of  America  must  ulti- 
mately pay. 

Who's  caught  in  this  morass?  The  list  is  long 
(see  p.  77).  Armstrong  World  Industries  has 
60,000  claims  pending  against  it  alleging  asbes- 
tos-related disease  from  exposure  to  its  asbestos- 
containing  felts,  adhesix'cs  and  floor  tile.  The 
cost  of  settling  those  could  reach  S400  million. 
Armstrong  had  less  than  a  5%  share  of  the 
asbestos  product  market. 

B.F.  Goodrich  is  also  on  the  hook  for  floor  tile 
that  plaintifl's  allege  released  dangerous 
amounts  of  asbestos  when  it  was  cut  for  installa- 
tion or  removal.  There  are  16,000  suits  against 
A. P.  Green  Industries  for  refractor)'  products 
that  usually  contained  just  1%  asbestos — an 
immaterial  amount,  unless  \'ouVe  a  personal 
injur)'  lawyer.  Foster  Wheeler,  too,  is  a  defen- 
dant in  14,000  asbestos-related  suits  claiming 
injurx'  from  cements  and  block  insulation  that 
contained  just  3%  asbestos. 

Right  now  there  are  115,000  claimants  in 
asbestos  cases  working  their  way  through  U.S. 
courts.  Just  5,000 — a  bit  over  4% — suffer  from 
mesothelioma,  the  deadh'  cancer  almost  always 
caused  by  asbestos.  Man\'  of  these  unfortunate 
victims  die  before  they  collect  their  awards 
because  the  courts  are  so  clogged  with  rreritless 
claims. 

Dr.  lr\'ing  J.  Selikoffs  seminal  1965  study  of 
asbestos  insulation  workers  established  a  firm 
link  between  asbestos  exposure  and  lung  dis- 
ease. Further  investigation  has  established  de- 
fmitiveh'  that  asbestos  fibers  can  cause  mesothe- 
lioma, the  rare  and  fatal  cancer  that  attacks  the 
pleura,  or  membrane  encasing  the  lungs.  The 
fiber  can  also  cause  asbestosis,  a  buildup  of  scar 
tissue  inside  the  lung  that  impedes  lung  func- 
tion. The  lung  scarring  typical  of  asbestosis  has 
100  other  causes,  including  man\'  viruses. 

Asbestos  may  also  cause  scarring  on  the  pleu- 
ra either  in  diffuse  thickening  or  in  spots,  called 
pleural  plaques.  Mainstream  science  has  estab- 
lished that  this  scan  ing  does  not  affect  lung 
function,  nor  does  it  develop  into  lung  cancer. 
Federal  district  judge  Spencer  Williams  calls 
pleural  plaques  "freckles  on  the  lungs."  The  case 
against  asbestos  is  weakened  by  the  fact  that  it  is 
not  the  only  cause  of  pleural  scarring.  Other 


Just  checking 

In  a  process  causes  include  tuberculosis  and  broken  ribs. 

duplicated  Nor,  of  course,  is  asbestos  the  only  or  even  the 

across  the  main  cause  of  lung  cancer.  A  nonsmoking  asbes- 

country,  trial  tos  worker  is  7  times  more  likeh'  to  develop  lung 

attorneys  and  cancer  than  is  the  general  population,  while  a 

unions  have  smoker  not  exposed  to  asbestos  is  1 1  times  more 

hired  vans  like        likely.  Together,  smoking  and  asbestos  expo- 
this  one,  sure  arc  lethal.  The  risk  of  dying  of  lung  cancer 

equipped  with         increases  by  a  factor  of  61  when  the  two  arc 
X-ray  and  combined. 

breathing  test  Research  has  also  demonstrated  that  not  all 

machinery,  to  asbestos  fibers  are  equally  dangerous.  The  rtiost 

screen  factory         deadh'  is  amphibole  asbestos,  used  primarily  in 
workers  for  Na\T  ships  in  World  War  II.  Chr)'sotile  asbes- 

tracesof  tos,  used  in  95%  of  U.S.  asbestos  products,  is 

asbestos-  relatively  benign  (Forbes, /a?/.  8,  1990). 

related  Astonishingly,  between  65%  and  80%  of  the 

disease.  claimants  in  asbestos  suits  currently  pending  in 

■■■■  the  legal  s\'stem  ha\'e  sx'inptomless  pleural  scar- 

ring, pulmonar)'  malaclies  unrelated  to  asbestos 
or  no  lung  disease  whatsoever.  Man)'  of  their 
claims  have  been  prompted  by  lawyers'  ads  like 
the  one  on  page  78.  It  is  trial  lawyers,  their  paid 
medical  experts  and  s\'mpathetic  judges  and 
juries  who  ha\'e  turned  asbestos  litigation  into  a 
giant  grab  bag. 

Consider  the  National  Tire  Workers  Litiga- 
tion Project.  In  1986  two  Los  Angeles-based 
personal  injur\'  attorneys,  Gordon  Stemple  and 
Richard  Gern',  founded  the  organization.  It 
was  an  interesting  de\'ice  for  stimulating  busi- 
ness for  the  law'\'ers. 

Wh\'  tire  workers?  Stemple  and  Gerr)'  learned 
that  tire  workers  were  sometimes  exposed  to 
asbestos  in  the  talc  used  on  tire  molds.  To  build  a 
large  base  of  claims,  the  Tire  Workers  Project 
hired  two  former  United  Rubber  Workers 
union  presidents  and  paid  them  to  persuade 
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Guilt  by 
association 


Hundreds  of  asbestos  de- 
fendants, including  GE,  GTE 
and  Eaton,  made  relative- 
ly harmless  products,  such 
as  gaskets  and  brake  lin- 
ings. Others,  including 
Crown  Cork  &  Seal  and 
McDcrmott  International, 
never  made  an  asbestos 
product  but  bought  assets 
from  a  corporation  that 
did.  Today  they  are  spend- 
ing millions  defending 
115,000  pending  asbestos 
personal  injury  claims. 
Already  15  companies  have 
been  bankrupted.  The 
companies  in  the  chart  are 
some  of  the  defendants 
left  picking  up  the  tab.  For 
some,  an  average  case 
cost  of  $5,000  would  do 
serious  damage  to  their 
net  worth. 


Net 

Estimated 

worth 

cases 

Company 

($bil) 

Offending  products  include 

pending 

Allied  Signal 

$3.4 

brake  linings 

15,000 

Armstrong  World  Industries 

1.0 

cements,  sealers,  floor  tile 

60,000 

Crown  Cork  &  Seal 

0.8 

insulation 

2,000 

Dana  Corp 

1.0 

packing,  friction  materials 

75,000* 

Dresser  Industries 

1.6 

textiles,  refractory  materials 

15,000 

Fibreboard 

0.1 

cements,  pipe  covering 

72,000 

Foster  Wheeler 

0.5 

boiler  insulation 

14,000 

WR  Grace 

1.7 

coatings 

18,000 

AP  Green  Industries 

0,1 

fire  bricks,  pipe  covering 

16,000 

Keene  Corp 

0.1 

plasters,  clotfi,  pipe  covering 

76,000 

Owens-Corning  Fiberglas 

-0.4 

cements,  textiles,  pipe  covering 

82,000 

Pfizer  Inc. 

4.5 

coatings 

14,000 

Union  Carbide 

2.4 

raw  asbestos,  sealer  board 

75,000* 

US  Gypsum 

-1.4 

spray  coatings,  plasters,  paint 

34,000 

Westinghouse  Electric 

4.4 

circuit  breakers 

3,000 

*Memberof  Center  for  Claims  Resolution,  a  group  of  20  asbestos  defendants 
who  share  litigation  costs.  The  Center  has  75,000  claims  pending  against  its 
members,  though  each  member  isn't  named  in  every  suit. 
Sources:  Owens-Cornmg  Fiberglas  Asbestos  Litigation  Reference  Series;  Center 
for  Claims  Resolution;  Forbes  estimates. 


local  Rubber  Workers  union  officials  around 
the  country  to  set  up  health  screenings  for  their 
members.  Who  footed  the  bill?  Stemple  and 
Gerrv  paid  the  costs  of  the  screenings. 

After  a  slide  presentation  graphicallv  depict- 
ing the  horrors  of  severe  asbestos-related  dis- 
ease, the  union  members  were  ushered  into  the 
law  firm's  mobile  examining  room  for  X  rays  and 
breathing  tests. 

The  lawyers'  tests  were  performed  by  three 
doctors  who  didn't  hesitate  to  find  asbestos 
problems.  One  of  them,  Krishan  Bharadwaja, 
wasn't  licensed  to  practice  in  the  U.S.  The 
doctors'  tests  turned  up  evidence  of  asbestosis 
and  pleural  thickening  in  65%  of  the  thousands 
of  workers  screened.  Compare  this  with  a  1987 
studv  by  the  National  Institute  for  Occupational 
Safety  &  Health  that  found  evidence  of  asbesto- 
sis in  only  0.2%  of  tire  workers  and  symptomless 
pleural  changes  in  an  additional  2.3%.  Never- 
theless, Stemple  and  Gerr\'  brought  suits  in  12 
states  on  behalf  of  8,000  tire  workers. 

Raymark,  a  former  maker  of  asbestos-con- 
taining tire  parts,  had  already  agreed  to  a  mass 
sctdement  of  6,000  of  Stemplc's  and  Gerr\^'s 
claims  when  it  discovered  the  enormous  dispari- 
ty between  the  law)'ers'  screening  and  the  gov- 
ernment test.  In  a  May  1990  opinion,  Kansas 
district  judge  Patrick  F.  Kelly  called  Stemple  and 
Gerry's  litigation  project  a  "professional 
farce.  .  .  .  The  process  makes  a  mocjkery  of  the 
practices  of  law  and  medicine." 

After  Judge  Kelly's  remonstrations,  Gerry 
withdrew  all  but  6  of  the  350  tire  worker  claims 
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Glenn  Bailey  of 
Keene  Corp. 
His  company  is 
named  as  a 
defendant  in 
virtually  all  as- 
bestos injury 
cases.  Down  to 
his  last  $100 
million  of  in- 
surance, he 
has  chosen  to 
fight  rather 
than  settle. 


he  had  filed  in  C^alifornia  against  Pfizer  and 
other  former  makers  of  asbest(xs-containing  talc 
and  insulation.  Roth  Stemple  and  Gerr)'  still 
have  their  hands  in.  The)'  referred  claims  to 
other  attorneys  across  the  country,  and  will 
likelv  get  a  cut  of  any  settlement  thev  negotiate. 

More  personal  injuiT  lawvers  adopted  Stem- 
ple and  Gerrv's  mass-screening  technic]ue. 
There  were  only  about  20  asbestos  cases  pend- 
ing in  Bucks  Countv,  Pa.  until  1988.  Then  the 
unions  and  the  law  firm  of  Timby  &  Dillon 
started  screening  steelworkers.  Now  there  are 
over  a  thousand  claims  pending,  filed  by  the  law 
firms  of  Norman  Perlberger,  Lawrence  Cohan 
and  Timby  &  Dillon.  Many  of  the  claims  are 
dubious.  Cohan,  for  instance,  filed  suits  on 
behalf  of  six  men  who  had  died  of  heart  failure, 
kidney  disease  and  other  causes  totally  unrelated 
to  asbestos. 

For  the  granddaddy  of  asbestos  cases,  look  at 
the  mega  class  action,  Cimino  v.  Raymark  et  al., 
being  fought  out  in  federal  judge  Robert  Par- 
ker's courtroom  in  Beaumont,  Tex.  (see  box,  p. 
78).  Beaumont  plaintiff  lawyers  Walter  Umph- 
rev  and  Wayne  Reaud  created  a  class  of  2,300  oil 
refinery  workers  and  their  families.  They  were 
selected  from  thousands  of  workers  screened  at 
Dr.  Gary  Friedman's  Texas  Lung  Institute  in 
Beaumont.  Among  the  2,300,  Friedman  diag- 
nosed 32  cases  of  mesothelioma,  1,047  cases  of 
asbestosis,  186  lung  cancers,  57  other  cancers 
and  972  cases  of  pleural  thickening. 

Yet  refinery  workers  wouldn't  seem  to  be  a 
very  likely  group  of  asbestos  claimants.  Doctors 
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who  reexamined  some  of  the  plaintiffs  tor  the 
defense  say  that  more  than  50%  of  those  reex- 
amined showed  no  sign  of  asbestos  exposure. 
Moreover,  a  1989  study  of  refiner)'  workers 
published  in  the  American  Journal  of  Industrial 
Medicine  showed  that  refinerv'  workers  have  a 
lower  incidence  of  cancer  than  the  general  popu- 
lation does. 

Why  might  Dr.  Friedman's  results  differ  so 
much  from  those  of  the  American  Journal  of 
Industrial  Medicine}  Friedman  owns  the  Texas 
Lung  Institute,  which  is  almost  solelv  de\'oted 
to  screening  workers  referred  bv  plaintiffs'  attor- 
neys and  unions.  It  has  earned  at  least  $4  million 
in  revenues  since  1984.  As  an  expert  witness  for 
the  plaintiff,  Friedman  himself  earns  an  addi- 
tional $3,500  a  day  when  he  testifies. 

Contradictory  medical  evidence  notwith- 
standing, the  2,300  plaintiffs  in  Cimino  have 
already  collected  an  estimated  $62,000  each 
from  defending  companies  that  have  opted  to 
settle  out  of  the  suit.  The  jur)'  awards  against 
companies  that  went  to  court  rather  than  settle 
start  at  $540,000;  these  will  be  appealed.  The 
firms  of  law\'ers  Umphrey  and  Reaud  ha\e 
together  already  collected  over  $57  million  in 
contingency  fees  from  pretrial  settlements  and 
would,  on  paper,  be  entitled  to  another  $430 
million  from  this  case  if  it  is  fully  upheld  on 
appeal. 

Lawyerly  greed?  Maybe,  but  there's  a  larger 
issue  at  stake  here.  The  lawyers,  good  business 
people,  are  simply  pursuing  their  own  interests 
in  an  era  when  the  tort  system's  rules  for  assign- 
ing blame  and  assessing  fair  compensation  haxe 
become  dangerously  vague. 

Consider  this  case:  A  man  spent  from  1941  to 
1945  surrounded  bv  potent  spray-on  asbestos 
insulation  while  constructing  U.S.  Navy  war- 
ships. The  insulation  material  used  the  deadly 
and  rarely  processed  amphibole  asbestos.  Later 
on,  the  man  worked  as  a  mechanic  at  a  USX  steel 
plant  and  came  into  occasional  contact  with 
asbestos-containing  tractor  and  crane  parts 
made  by  subsidiaries  of  General  Electric,  GTE 
and  Eaton.  The  parts  contained  the  not-so- 
dangerous  chrysotile  asbestos  fibers. 

Late  in  life,  the  mechanic  developed  mesothe- 
lioma, from  which  he  died.  Was  the  cause  of  his 
death  the  spray-on  amphibole  asbestos  in  the 
Navy  shipyards?  In  all  likelihood,  yes.  But  in 
Novembei  1990  a  Pennsylvania  jury  decided 
that  the  parts  made  by  ge,  gte  and  Eaton  were 
the  primary  cause  of  the  mechanic's  death. 
Along  with  tlvxc  settling  defendants,  they  were 
told  to  pay  the  niechanic's  widow  $189,500. 

Companies  like  Allied-Signal,  GTE,  GE  and 
Eaton  used  asbestos  as  insulation  in  brake  lin- 
ings, circuit  brealcers  and  parts  for  industrial 
machiner)'.  According  to  epidemiologist  Dr. 
Robert  N.  Sawyer,  "You  can't  get  asbestos  dust 


LUNG  DISEASE? 

LUNG  CANCER? 
How  to  Collect 
Money  Even  If... 

•  Evtn  K  you  think  U«ra  tt 
nothing  you  un  do  aAout  It 

■  Ev*n  It  yoo  Wnk  K't  too  \ti» 

•  Ev«n  n  tn«  doctor  told  you 
•mokJng  uuMd  your  proUam. 

Marty  people  with  cancer  or  otrier 
lung  disease  rtever  find  out  atxiul 
money  they  deserve  right  ncwr  tor 
medico  bills,  lost  wages  and,  most 
ot  all,  tor  prrysicaj  andemotion^  sut- 
tefing  They  donl  realise  that  they 
a/e  entitled  to  cotlect  because  they 
were  exposed  to  deadly  asbestos 
dust,  at  work  or  even  in  their  own 
homes 

You  may  think  that  you  were  never 
exposed  to  asbestos  But  thousands 
of  people  like  you  are  collecting 
money  tor  exposure  they  never 
knew  al»ut  or  had  totally  torgonen 
For  flee  answers  to  your  (questions, 
over  ttie  phorre  c  In  the  o^ce  call 

Boston  523-2323. 

Maiden  324-t2S0, 

Framingham  872-9639, 

Imn   596-7171. 

Quincy  328-9335, 

(.owell  453-1303 

Waltham  690-5706, 


Solicitation  for 
asbestos 
claimants 
How  to  collect 
even  if  your 
doctor  said 
smoking 
caused  your 
lung  problems. 


out  of  most  of  those  products."  But  for  many 
judges  and  juries,  such  fine  distinctions  are 
irrelexant.  They  see  deep  pockets  and  go'  for 
them. 

Keene  Corp.  is  regularly  sued  for  the  asbestos 
insulation  once  manufactured  by  a  subsidiary. 
Four  years  after  Keene  bought  the  subsidiary  for 
$8  million  it  stopped  using  asbestos  in  its 
insulation.  Already  Keene  has  spent  $330  mil- 
lion disposing  of  64,000  asbestos  claims,  and 
another  76,000  claims  are  pending.  It's  the 
theory  of  "successor  liability"  that  puts  Keene 
on  the  hook  for  the  subsidiary's  alleged  sins 
committed  before  that  subsidiary'  was  acquired. 
Other  defendants  like  New  Orleans-based 
McDermott  International  bought  companies 
long  after  they  had  quit  making  asbestos  prod- 
ucts. Crown  Cork  &  Seal  never  made  asbestos- 
containing  products.  It  simply  owned  an  asbes- 
tos insulation  manufacturer  for  82  days.  Under 
the  new  tort  theories,  such  defendants  are  facing 
huge  claims  in  asbestos-related  lawsuits.  It's  as  if 
Jones  buys  Smith's  house  and  then  gets  sued  by 
someone,  who  fell  down  the  stairs  years  ago 
when  the  house  still  belonged  to  Smith. 

Such  is  the  expense  of  litigation  in  the  U.S. 
todav  that  most  defendants  settle  regardless  of 
the  merits  of  the  case  against  them.  Yes,  settling 
asbestos  claims  is  expensive,  too;  the  litigation 
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In  Gulf  town  Beaumont, 
Tex.  asbestos  litigation  is  a 
growth  industn'.  Federal 
judge  Robert  Parker  over- 
sees some  4,000  asbestos 
cases,  representing  about 
5,000  claimants.  Most 
plaintiffs  do  not  suffer  from 
anything  that  can  be  laid 
directly  to  asbestos  expo- 
sure, according  to  defen- 
dants' experts. 

The  court  has  resolved 
very  few  cases  since  1986, 
though  settling  defen- 
dants keep  mailing  checks 
to  Beaumont.  With  his 
backlogged  asbestos  dock- 
et, Parker  is  trying  to  de- 
vise a  "national  solution"  to 
the  asbestos  mess. 

Parker's  model  solu- 
tion is  laid  out  in  Cimino  v. 
Raymark  Industries  ct  al., 
soon  to  be  on  appeal  before 
the  Fifth  Circuit.  In  this 
enormous  class  action, 
some  2,300  oil  refinery 
workers  and  their  families 


allege  that  they  suffer 
from  ill  effects  of  asbestos 
in  the  refineries'  insula- 
tion, pipes  and  machinery. 

From  the  group, 
Parker  selected  160  "sam- 
ple plaintiffs"  represent- 
ing the  five  t\'pes  of  alleged 
malady  in  the  suit.  These 
plaintiffs  were  sent  to  jur\' 
trials;  their  verdicts  aver- 
aged within  each  disease 
categorx'.  Ranging  from 
$540,000  to  $1.2  million 
per  claimant,  these  aver- 
ages were  then  awarded  to 
the  entire  class  of  2,300. 
Total  awards:  $1.3  billion. 

Parker's  sample  group 
was  heavilv  weighted  in  fa- 
vor of  the  plaintiffs.  Even 
though  onlv  1.4%  of  the 
whole  plaintiff  group  had 
been  diagnosed  with  meso- 
thelioma, the  most  severe 
form  of  asbestos-related 
disease,  fully  9%  of  Par- 
ker's sample  group  had  me- 
sothelioma. Moreover, 


when  deciding  damages, 
Parker  didn't  allow  the 
jury  to  hear  evidence  about 
the  2,000-strong  plain- 
tiffs outside  the  sample 
group. 

In  lanuary  1990  the 
U.S.  Court  of  Appeals  for 
the  Fifth  Circuit  protest- 
ed that  many  of  Judge  Par- 
ker's courtroom  methods 
in  Cimino  denied  defen- 
dants' right  to  a  fair  trial. 
Parker  modified  some  pro- 
cedures slightly,  and 
went  ahead. 

One  Beaumont  lawyer 
who  should  hope  Parker's 
methods  are  upheld  on 
Cimino's  next  trip  to  the 
appeals  court  is  Walter 
Umphrcy,  the  judge's  for- 
mer hunting  partner  (and 
lead  plaintiffs'  attorney  in 
Cimino).  Since  1986  his 
firm  has  grossed  $33  mil- 
lion in  contingency  fees 
from  settlements  in  the  Ci- 
mino case  alone.  Plain- 


tiffs can  settle  with  some 
defendants  for  cash  while 
maintaining  the  case 
against  other  defendants. 
Thus,  the  lawyers  keep 
their  $33  million  even  if 
the  appeals  court  throws 
out  the  jury  verdicts. 

In  October  Judge 
Parker  approved  a  payout 
to  Umphrey's  clients  in 
Cimino  of  $98  million 
from  the  Manville  Trust. 
Of  that,  Umphrey's  firm 
will  likely  keep  a  third. 

Chief  Justice  William 
Rehnquist  appointed 
Parker  in  September  to  a 
panel  of  six  judges  to  advise 
on  asbestos  litigation  so- 
lutions. If  every  current 
claimant  in  the  country 
received  even  the  smallest 
award  in  the  Cimino  case, 
the  bill  would  come  to  over 
$62  billion.  Not  exactly  a 
solution,  but  apparently 
fine  with  the  judge. 
-L.S.  and  S.L.O.  H 


counsel  of  one  defendant  with  15,000  pending 
cases  alleging  asbestos  exposure  from  its  refrac- 
tory products  says  that  settling  a  claim  for  $500 
can  cost  an  additional  $5,000  in  legal  expenses. 

But  fighting  is  even  more  expensive.  The  cost 
of  going  to  trial  can  be  at  least  $25,000  per 
defendant,  l?efore  the  costs  of  any  award.  And 
there  is  no  telling  what  a  jury  will  do. 

Harry  Nofts,  for  example,  had  worked  as  an 
insulator  in  a  Firestone  plant.  At  73  he  sufiered 
from  severe  emphysema  from  a  lifetime  of  smok- 
ing. Dr.  Paul  Wheeler,  a  radiologist  at  Johns 
Hopkins  School  of  Medicine,  says  that  Nofts 
had  pleural  plaques,  but  no  other  evidence  of 
asbestos- related  disease.  A  pulmonologist  serv- 
ing as  expert  witness  for  the  defense  told  the  jur\' 
that  the  heavy  smoker's  breathing  trouble  was 
caused  by  lung  decay  typical  in  emphysema 
patients. 

The  plaintiffs  expert  witness  was  Dr.  Clara 
Gelbard,  one  of  the  three  doctors  who  diag- 
nosed the  inordinatclv  high  rate  of  asbestos 
disease  in  the  Tire  Workers  Litigation  Project. 
Gelbard  told  the  jury  she  saw  asbestosis  on 
Nofts'  X  ray,  and  blamed  his  shortness  of  breath 
in  part  on  asbestosis.  Judge  Kurt  Lewin  forbade 
defense  attorneys  to  tell  the  jury  anything  about 
Gelbard's  work  for  the  Tire  Workers  project. 
Nofts  was  awarded  $200,000. 


Pages  from  a 
lawyer's  reference 
guide  to  asbestos 
products 
Recognize  a 
label  from  a 
product  you 
used?  Then 
you  can  sue. 


There  is  another  incentive  to  settle:  Punitive 
damages  are  now  regularly  awarded  in  cases  of 
mere  negligence.  The  threat  of  punitive  dam- 
ages has  become'a  very  powerfiil  weapon  used 
bv  the  plaintiffs'  lawvers  to  persuade  companies 
to  settle.  Claims  are  typically  settled  for  $90,000 
to  $105,000  each,  with  the  sum  usually  split 
among  as  many  as  40  defendants. 

Asbestos  litigation  has  cost  defendants  and 
their  insurers  about  $7  billion  so  far,  most  of 
that  going  to  lawyers  and  experts.  Pending  cases 
could  cost  another  $20  billion,  based  on  an 
average  historical  total  cost  of  $170,000  per 
claim.  But  this  total  may  be  too  low.  The  cases 
are  still  coming  in — at  a  rate  of  2,000  a  month. 
Thus,  the  final  tab  could  hit  $50  billion  or  even 
$100  billion,  according  to  Paul  MacAvoy,  dean 
of  the  University  of  Rochester's  business  school 
and  an  expert  on  the  costs  of  asbestos-related 
disease.  That's  not  counting  the  cost  of  remov- 
ing asbestos  from  buildings,  currently  estin  lated 
at  $100  billion. 

Meanwhile,  insurance  coverage  is  running 
out.  Eagle-Picher  had  only  $8  million  left  and 
65,000  cases  pending  against  it  when  it  went 
bankrupt.  If  Fibreboard  loses  its  appeal  claiming 
unlimited  asbestos  liability  coverage  from  two 
of  its  insurers,  it  will  probably  go  bankrupt. 

Who  is  next  on  the  litigation  hit  list?  m 
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Desperate  to  control  health  insurance  costs, 
employers  are  using  their  market  power 
to  force  down  doctors'  bills. 

Powei*  shift 


By  Patrice  Duggan 


How  MUCH  DOES  an  obstetrician 
charge  to  deli\'cr  a  bab\'  in  Atlanta? 
That  depends  on  who  the  mother  is.  If 
the  mother  is  pa\'ing  out  of  her  own 
pocket  through  a  third-parr\'-pa\'s 
"indemnity"  health  insurance  plan, 
$2,500  is  normal.  But  if  the  delixen'  is 
co\ered  b\'  .vr& r\s  health  care  plan,  or 
one  like  it,  the  fee  is  onlv  about 
$2,000. 

This  substantial  saving  comes 
about  because  at&t\s  insurance  com- 
pany is  using  its  market  clout.  The 
plan,  covering  100,000  empknees, 
has  a  list  of  1,200  doctors,  including 
63  obstetricians,  who  are  willing  to 
accept  set  fees  for  certain  procedures. 
Employees  can  still  patronize  ph\si- 
cians  who  are  not  parties  to  the  plan, 
but  the\'  pay  extra  for  the  prixilege. 

In  the  past  \'ear  C-iticorp,  H\att, 
Unisys,  Marriott  and  three  regional 
Bell  telephone  companies  ha\e  insti- 
tuted, or  arranged  to  adopt,  similar 
medical-cost-containment  programs, 
called  preferred  pro\  ider  health  plans. 

Emplo^'ers  and  insurers  ha\'e  tried 
to  control  doctors'  fees  in  the  past,  but 
with  little  success.  For  example,  a 
health  plan  might  ha\e  decreed  that 
its  maximum  reimbursement  for  a 
standard  appendectomy  was  $300. 
But  if  a  surgeon  charged  $500,  the 
patient  was  in  no  position  to  haggle; 
he  or  she  t\pically  paid  the  extra  $200, 
then  grumbled  about  the  emplo\'er\s 
chintzy  health  insurance. 

The  old  indemnit\'  system  is  d\'ing 
because  its  open-ended  costs  ha\e  be- 
come unbearable.  From  1988  to 
1989,  for  example,  the  average  premi- 
um in  the  U.S.  for  a  traditional  family 
indemnity  plan  increased  33%,  to 
$3,324  annualK'.  Hence  the  attrac- 
tion of  some  form  of  manageci  care, 
where  treatment  is  monitored  and  the 
choice  of  doctors  is  limited.  Today 


Cost  cutting 

Health  maintenance 
organizations 


Public  insurance 
n  (Medicare,  etc.) 


13% 


■erred 
ider  plans 
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9% 


38% 


Indemnity  plans, 

prehospitalization 

clearance 

Traditional 

indemnity  plans,     •■■':;  it,;;  ' 

no  prehospitalization  clearance 

The  traditional  uninhibited 
indemnity  insurance  plan  is  on 
the  way  out.  Its  open-ended  costs 
are  unbearable.  On  the  way  in  is 
the  preferred  provider  plan,  in 
which  insured  workers  are  steered  to 
certain  doctors  willing  to  cut  rates. 

onh'  18%  of  insured  emplo\'ees  (or 
14%  of  the  U.S.  population)  ha\e  the 
traditional  unmanaged  health  care 
plans  that  most  people  took  for  grant- 
ed fi\e  x'cars  ago. 

The  doctors  are  fighting  back 
where  they  can  (see  follomn/j story) ,  but 
that  18%  will  inevitably  shrink  fur- 
ther. In  1989  Southern  C'alifornia 
Edison  set  up  its  own  shopping  list  of 
7,500  physicians  who  were  willing  to 
treat  its  55,000  employees  and  retir- 
ees at  prenegotiated  prices.  In  1989, 
the  first  N'car  of  operation,  the  pro- 
gram shaxed  $20  million  off  what 
would  ha\e  been  a  $100  million  bill 
for  health  insurance  costs,  says  Dr. 
Jacque  Sokok)\',  the  program's  direc- 
tor. The  utilit\'  companx'  also  runs  its 
own  pharmacies  and  bu\'s  drugs  at  as 
much  as  40'?()  below  average  whole- 
sale prices. 


What  about  health  maintenance  or- 
ganizatit:)ns,  in  which  a  group  of  doc- 
tors agrees  to  treat  all  illnesses  of  a 
group  of  emplo\'ees  for  a  prearranged 
lump  sum?  H.\K)s  co\er  13%  of  the 
population,  but  the\'  ha\e  failed  to 
gain  much  popularit\'  with  the  users. 
In  most  HMOS,  the  selection  of  doc- 
tors is  more  limited  than  it  is  in  pre- 
ferred proxider  plans. 

Emplox'ers  are  finding  that  chang- 
ing emplo\'ces'  health  insurance  bene- 
fits must  be  done  skillfully.  It  was,  for 
example,  an  effort  to  cut  emploN'ce 
medical  expenses  that  nearh'  led  to  a 
walkout  of  at&t\s  roughly  100,000 
union  emplo\'ees  in  1989,  when  the 
company  proposed  passing  on  part  of 
the  cost  to  emplo\'ees.  As  a  compro- 
mise, both  of  AT&T's  unions  proposed 
a  managed  care  sx'stem.  Under  it, 
patients  are  steered  to  selected  doc- 
tors, who  t\'picall\'  ha\e  to  sha\e  20% 
off  their  regular  rates  in  order  to  get 
into  the  AT&T  network.  Expected  sa\- 
ings  for  AT&T  in  1992,  when  the  plan 
will  be  fulh'  up  and  running;  $11 
million. 

With  the  AT&T  plan,  emplo\'ees 
who  choose  a  doctor  within  the  net- 
work will  get  95%  of  a  surgeon's  fee 
paid  and  100%  of  their  hospital  room 
and  board,  after  a  $150  deductible. 
Using  non-network  doctors,  an  em- 
ployee gets  just  80%  of  what  is  l-ikeh' 
to  be  a  higher  fee — and  the  reim- 
bursement will  start  after-  a  higher 
deductible  hurdle. 

Not  surprisingh',  doctors  are 
grumbling.  They  say  that  the  lower 
fees,  coupled  with  rising  costs  for 
malpractice  insurance,  are  squeezing 
them.  "At  this  point,  this  program  is 
not  the  happiest  for  ph\sicians,"  says 
Dr.  Louis  Felder,  an  internist  in  At- 
lanta who  recently  joined  at&t's  man- 
aged care  network. 

Dr.  Felder  gets  $88  a  \ear  for  each 
patient  who  uses  him  for  priman' 
care.  He  will  earn  more  if  he  can  keep 
referrals  to  expensive  specialists  be- 
low targets.  Worries  Felder:  "If  one 
patient  in  the  program  becomes 
chronically  ill,  it  could  eat  up  all  the 
profits  from  the  rest  of  m\'  practice." 

But  the  doctors'  complaints  won't 
slow  the  growth  of  managed-fee  in- 
surance programs.  Rising  health  costs 
arc  becoming  a  serious  burden  to  U.S. 
economic  competitixeness;  wa\'s  will 
be  found  to  slow  the  rise.  ^ 
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SPECIAL  ADVERTISING  SUPPLEMENT 


JAMAIS 

OPEN    FOR    BUSINESS 


BY  MARY  RAMOND 


"C 


ome  and  set  up  in  Jamaica;  it's 
a  huge  opportunity  and  a  differ- 
ent ball  game."  When  Billy 
McConnell,  managing  director  of  the 
Wray  and  Nephew  Group,  one  of 
Jamaica's  biggest  and  oldest  agro- 
industries,  sugar  growers  and  rum  pro- 
ducers, spoke  so  enthusiastically  about 
his  country's  future  last  October,  he 
echoed  what  many  local  business  peo- 
ple were  saying.  Confidence  is  running 
high  in  Jamaica,  and  it  cuts  across 
business  from  banking  to  marrjfactur- 
ing,  agriculture  to  tourism. 

This  government,  they  say,  is  freeing 
the  economy.  The  Manley  Administra- 
tion, voted  into  office  in  February  1989, 
began  outlining  plans  to  open 
Jamaica's  tightly  controlled  economy  in 
early  1990.  By  year's  end,  astonished 
Jamaicans  could  talk  of  little  else. 

Currency  controls  were  on  their  way 
out.  Petroleum  price  controls  had  been 
dropped.  Exclusive  licenses  for  con- 
sumer exports  and  imports  began  to 
fade  from  the  books.  Twelve  of  1 4  gov- 
ernment-owned hotels  had  been  sold 
at  bargain  prices  mainly  to  Jamaican 
investors.  Deregulation  had  begun  with 
a  bang. 

The  present  government  has  creat- 
ed a  national  executive  council,  seeks 
business's  advice  and,  most  important, 


JAMAICA'S  NEW  ECONOMIC  DIRECTION 

"Make  no  mistake,  we  are  embarked  on  a  new  direction... to  allow  the  market 
to  determine  our  exchange  rate  through  a  new  interbank  system,  to 
deregulate  parts  of  the  petroleum  industry.  These  are  part  of  a  strategic 
change  in  economic  direction. 

"When  we  became  independent  in  1962,  Jamaica  had  a  highly  protected 
and  regulated  economy  with  little  scope  for  'market  forces'  to  operate.  And  so 
we  have  continued.  In  the  1960s  economic  growth  resulted  from  the  bauxite 
industry.  In  the  1970s  the  government  tightened  regulatory  controls  and 
entered  economic  activity  in  hopes  of  ensuring  growth  and  social  justice.  We 
got  some  justice  and  no  growth. 

"In  the  1980s  government  changed  direction  and  relaxed  some  controls. 
The  result:  less  justice  and  no  growth. 

"Why  have  we  failed  to  find  the  way  to  economic  growth?  I  have  concluded 
that:  firstly,  the  State  is  not  suited  to  create  additional  production  through 
direct  involvement.  Secondly,  our  private  sector,  from  the  smallest  farmer  to 
the  largest  corporate  enterprise,  is  the  only  means  to  dynamic  increases  in  the 
production  of  goods  and  services. 

"Therefore  we  are  making  a  radical  change  in  direction  to  ensure  efficient 
use  of  our  resources  and  to  become  competitive  in  a  world  economy.  Six 
areas  I  will  give  special  attention:  to  enact  antitrust  legislation,  renew  our 
divestment  program,  raise  efficiency  of  our  civil  service,  see  that  government 
works  with  the  private  sector  to  expand  production  and  strengthen  law 
enforcement  and  anticorruption  efforts. 

"I  have  come  to  learn  that  there  is  an  entrepreneur  hidden  in  the  heart  of 
every  Jamaican.  We  are  going  to  release  that  entrepreneurial  energy" 

The  Rt.  Hon.  Michael  Manley,  RC. 

Prime  Minister  of  Jamaica 

September  16,  1990 

Excerpts  from  his  Broadcast  to  the  Nation 
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JAMAICA 


has  convinced  the  business  connnnunity 
that  it  listens.  Its  battle  plan  reports  it 
"has  launched  a  massive  assault  on 
bureaucratic  red  tape  and  a  campaign 
to  increase  productivity." 

Jamaica's  most  pressing  problems 
are  economic:  limiting  and  managing  a 
burdensome  external  debt  amassed 
over  the  past  decade  and  earning  more 
foreign  exchange  to  carry  on  its  busi- 
ness. Of  an  anticipated  $1 .3  billion  of 
export  earnings  in  1990,  government 
expects  it  will  have  to  pay  $650  million, 
from  40  cents  to  50  cents  of  every  dol- 
lar earned,  to  service  its  debt. 

No  one,  least  of  all  Jamaica's  busi- 
ness community,  expects  the  transition 
to  a  free  market  economy  to  be  pain- 
less. Tightened  credit,  rising  interest 
rates  and,  until  they  can  be  dropped 
later  this  spring,  wage  guidelines  will 
hurt  every  Jamaican.  But  most  seem  to 
agree  with  their  Deputy  Prime  Minister 
P.J.  Patterson,  who  told  a  business 
group  in  New  York  last  December:  "In 
this  Jamaica,  opportunity  is  the  name 
of  the  game." 


RICH  IN  RESOURCES 

Third  largest  of  the  Caribbean  coun- 
tries, Jamaica  is  a  nation  rich  in  natural 
resources.  Its  hundreds  of  miles  of 
sand-bordered  coast,  tropical  forests, 
fertile  valleys  and  high  mountain  ranges 
fcm  the  basis  of  a  thriving  international 
tourism  industry  and  still  developing 
agriculture. 

Widespread  deposits  of  bauxite, 
gypsum,  limestone  and  marble-the  lat- 
ter three  barely  tapped-have  led  to  the 
growth  of  one  of  the  world's  great 
bauxite-mining  industries. 

Two  international  airports  and  a  net- 
work of  deep-water  harbors  from 
Kingston  around  the  island  north  to 
Montego  Bay  give  both  freight  and  trav- 
elers easy  access  to  the  country.  And 
Jamaica's  central  location  in  the 
Caribbean  Sea  makes  it  a  natuial  trans- 
shipment port  among  North,  South  and 
Central  America. 

Building  on  these  resources  to 
attract  foreign  industry,  the  government 
in  1 976  created  its  first  export  process- 


ing industrial  park,  the  Kingston  Free 
Zone.  Today  more  than  15  companies, 
whose  parent  firms  are  located  in  the 
U.S.,  Europe  and  the  Far  East,  are 
making  apparel,  processing  food, 
assembling  electronics  and  warehous- 


opened  the  Montego  Bay  Free  Zone  at 
the  country's  second  city  and  favored 
resort.  This  industrial  park's  target  is 
clean  industry  which  will  complement, 
not  conflict  with,  the  countryside.  The 
facility  has  succeeded  in  bringing  in 
garment  manufacturers  and  data  pro- 
cessing businesses. 

But  Montego  Bay  Free  Zone's  real 
development  has  barely  begun.  In  1989 
American  Telephone  &  Telegraph 
(AT&T),  Britain's  Cable  &  Wireless 


WHAT  MAKES  JAMAICA  RUN 


1 989  Gross  Domestic  Product  by  Sector 


□  Agriculture,  forestry  and  fishing  7.2% 
Q  Mining  and  quarrying  (mainly  bauxite)    6.7% 

□  Manufacturing  16.9% 

□  Construction  8.0% 

□  Utilities,  transportation  and 
communication  10.0% 


Q  Trade 

3  Financial  institutions 

■  Real  estate 

9  Government  services 

□  Misc.  services  (includes  tourism) 

□  Private  non-profits 


15.6% 

9.1% 

12.4% 

15.4% 

5.8% 

1.1% 


Note:Totals  nnore  than  100%  because  of  8.1%  imputed  service  charges. 
Source:Ptanning  Institute  of  Jamaica. 


ing  as  well  as  distributing  pharmaceuti- 
cals from  this  complex  in  the  country's 
capital.  Exports  from  this  Zone  alone 
topped  $120  million  in  1989. 

A  second  free  zone  in  Kingston  ded- 
icated to  the  garment  and  footwear 
industries  currently  shelters  eight  U.S. 
and  Far  Eastern  companies.  And  a  third 
complex  is  under  construction  in  a  rural 
area  an  hour's  drive  from  Kingston. 

To  attract  industry  to  the  north 
coast,  center  of  the  country's  tourism 
business,  in  1982  the  government 


(C&W)  and  Telecommunications  of 
Jamaica  (TOJ)  combined  to  create 
Jamaica  Digiport  International.  Located 
at  the  Free  Zone  beside  its  satellite 
earth  station,  the  Digiport  has  launched 
Jamaica  into  space-age  telecommuni- 
catons  technology.  It  connects  Jamaica 
with  the  advanced  telecommunications 
service  industry  of  the  United  States, 
Canada  and  the  United  Kingdom,  and  it 
does  so  in  a  manner  that  is  "transpar- 
ent"; that  is,  distance  is  unnoticed. 
All  types  of  information  processing. 
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from  the  simplest  data  entry  to  sophisti- 
cated imaging,  computer-aided  design, 
software  programming  and  telemarket- 
ing, make  up  the  package  of  services 
the  Digiport  can  provide.  The  Digiport 
people  like  to  say  that  they  can  be  seen 
as  an  extension  of  AT&T's  U.S.  network 
but  at  prices  well  below  international 
rates. 

Not  least  among  Jamaica's  man- 
made  resources  is  its  21 -year-old  air- 
line, Air  Jamaica.  Its  fleet,  including  Air- 
buses and  727s,  sen/es  seven  North 
American  gateways,  London  and  four 
cities  in  the  Caribbean.  Air  Jamaica  car- 
ries about  60%  of  all  passengers  to  the 
island  as  well  as  cargo.  While  recently 
streamlined  management  has  cut  costs 
and  increased  efficiency,  the  govern- 
ment, which  is  Air  Jamaica's  sole 
owner,  still  seeks  to  raise  capital  by  sell- 
ing minority  ownership  to  an  outside 
partner. 


WHERE  THE  ECONOMIC 
ACTION  IS 

The  apparel  industry  ranks  as 
Jamaica's  manufacturing  success  story 
of  the  1980s  and,  despite  an  interna- 
tional trend  to  the  contrary,  exports 
rose  21%  last  year  From  a  near  stand- 
ing start  in  1980  when  it  produced  $7 
million  in  exports,  the  textile  and  appar- 
el industries  accounted  for  $245  million 
in  exports  in  1989.  For  the  first  six 
months  of  1990,  textile  and  apparel 
exports  totaled  more  than  $135  million. 

Of  Jamaica's  1 90  apparel  manufac- 
turers, 120  are  exporters.  Over  the  past 
six  years,  they  have  shipped  more  than 
90%  of  their  goods  to  the  U.S.  Exports 
have  grown  in  volume  on  average  56% 
a  year  By  1 989  apparel  accounted  for 
23%  of  all  exports,  up  from  a  barely 
noticed  .7%  in  1980.  This  industry  is 
earning  much  needed  hard  foreign  cur- 
rency and,  because  it  employs  more 
than  26,000  workers,  providing  badly 
needed  jobs. 

JAM  PRO  Vice  President  Peter  King, 
Jamaica's  chief  trade  representative, 
who  is  responsible  for  many  of  the 
U.S. -Jamaican  trade  agreements  that 


permit  the  exports,  points  out  that  the 
apparel  industry  has  contributed  heavily 
to  reducing  Jamaica's  unemployment 
from  the  painfully  high  29%  that  persist- 
ed in  the  early  1980s  to  today's  esti- 
mated 18%. 

He  attributes  the  industry's  record- 
breaking  grov^h  to: 

■  Skill  and  discipline  of  Jamaican 
workers 

■  Drive  of  both  foreign  and  national 
entrepreneurs 

■  U.S. /Jamaica  Bilateral  Textile  Agree- 
ment 

■  Competitive  wage  rates  enhanced  by 
currency  devaluation 

■  Target  marketing  of  textiles  and 
apparel. 

By  1990  foreign  investors,  mainly 
from  the  U.S.  and  the  Far  East, 
accounted  for  as  much  as  70%  of  the 
industry's  exports. 

What's  ahead?  While  U.S.  demand 
may  fluctuate,  mirroring  the  economy, 
Jamaica's  European  market  is  opening 
up.  Aggressive  marketing  has  already 
pushed  sales  in  eight  countries  to  $17 
million. 


FOOD  AND  FLOWERS: 
FUTURE  FRONTIERS 

Once  wholly  dependent  on  its  agricul- 
ture, Jamaica  derived  more  than  17% 
of  its  gross  domestic  product  from 
sugar,  bananas  and  coconuts  as 
recently  as  the  1 960s.  Today  barely  7% 
comes  from  its  crops.  While  this  figure 
partially  reflects  losses  that  resulted 
from  Hurricane  Gilbert  in  1988,  the 
trend  has  been  downward.  This  will 
change  as  agriculture  diversifies. 

Over  the  past  half  dozen  years 
Jamaica  has  developed  niche  markets 
in  ethnic  and  gourmet  foods  both  fresh 
(mangos,  papayas,  avocados,  yams, 
peppers)  and  prepared  (guava  jelly, 


pepper  sauces,  jerk  seasoning).  Local 
investors  have  begun  putting  in  citrus 
orchards.  Coffee  growers  can't  meet 
demand  for  Jamaica's  fine  high  moun- 
tain beans. 

The  present  government  wants  to 
promote  small  farm  production  as  well 
as  that  of  the  larger  plantation.  To  that 
end  the  government  has  begun  to  de- 
regulate the  marketing  of  export  crops 
by  doing  away  with  exclusive  licenses. 

Fish  and  shrimp  farming,  begun  in  a 
limited  way  in  the  1 980s,  continues  and 
should  grow  into  a  profitable  industry. 
Both  land  and  technology  are  available, 
and  Jamaica's  hotel  industry  offers  a 
captive  market. 

Yet  another  export  developed  in  the 
past  ten  years,  ornamental  tropical 
plants  (such  as  anthuriums,  dracena 
and  fern)  and  cut  flowers,  suffered 
damage  from  Hurricane  Gilbert.  Some 

Jamaican 
Advantage 

Free  Zone  economic  advan- 
tages combined  with  "State  of 
the  Art"  digital  communica- 
tions from  JDI,  provides 
Information  Processing  and 
Telemarketing  Firms  the  op- 
portunity to  save  30%  to  40% 
over  their  current  U.S.,  U.K., 
and  Canadian  operations. 

•  Image  Processing 

•  Telemarketing 

•  Reservations 

•  Text  Processing 

For  information  call 
1+800-553-4937 

Jamaica  Diglpoft  Intarnational,  Ltd. 
(An  AT&T.  &W.  and  TOJ  Conpany) 
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35  growers  are  exporting  today,  and 
that  business  will  grow  to  nneet  North 
America's  rising  demand. 


TOURISM:  SOMETHING  FOR 
EVERYONE 

Any  country  that  has  practiced  tourism 
for  more  than  two  centuries  should  do 
it  well.  Jamaica  has  and  does.  The 
business  suits  the  Jamaicans'  sense  of 
style  and  hospitality. 

Tourism  is  a  major  force  in  this 
nation's  economy.  It  is  Jamaica's 
greatest  earner  of  foreign  exchange. 
With  715,000  tourists  and  a  further 
444,000  cruise  ship  passengers 
spending  some  $602  million  in  1989, 
government  and  individual  Jamaicans 
alike  treat  this  business  with  respect.  It 
directly  provides  17,000  people  with 
jobs.  And  it  is  growing.  Tourism  Minis- 
ter Frank  Pringle  forecasts  850,000 
vacationers  will  visit  Jamaica  by  year- 
end.  One  more  reason  that  Jamaicans 
care  deeply  about  this  industry  is  that 
more  than  80%  of  the  investment  in 
tourism  in  Jamaica  is  Jamaican.  Many 
in  the  business  feel  that  this  fact 
accounts  in  great  part  for  today's  high 
standard  of  service. 

Variety  characterizes  Jamaica's 
tourism.  From  Negril's  lavish  new  Grand 
Lido  to  the  period  Great  House  of  Mon- 
tego  Bay's  quietly  elegant  Tryall,  hotels 
and  their  customers  vary  as  greatly  as 
the  shoreline  and  the  hills. 

Not  all  hotels  are  resorts,  and  in 
Kingston,  where  the  business  traveler 
may  want  a  fax,  steno  service  or  a 
friendly  computer,  Trusthouse  Forte's 
Pegasus,  for  one,  tries  to  anticipate 
business  needs.  Still,  its  senior  bell 
captain  greets  arriving  guests  with  the 
same  gentle  bow  with  which  he  greets 
The  Princess  Royal. 

Developed  as  tourism  may  be, 
Jamaicans  still  view  it  as  industry  with 
great  potential.  Eco-tourism — opening 
up  mountain  hiking  trails  and  diving  into 
underwater  shipwrecks — -and  further 
refining  resorts  to  meet  every  taste  are 
the  aims  of  the  newly  reorganized 
Tourism  Ministry. 


OPEN  FOR  BUSINESS 


BEYOND  DATA  ENTRY 

From  a  few  fledgling  companies  key- 
punching from  warranty  cards  some 
eight  years  ago,  data  entry  has  devel- 
oped into  a  thriving  information  pro- 
cessing industry.  More  than  28  compa- 
nies today  employ  about  2,600  trained 
operators  and  last  year  earned  $10  mil- 
lion in  foreign  exchange  . 

The  work  these  companies  handle 
IS  already  moving  toward  more 
demanding  levels  of  litigation  support 
and  text  editing,  computer-aided 
design  and  software  programming. 
With  the  state-of-the-art  facilities  the 
AT&T-built  Digiport  offers,  its  telemar- 
keting training  and  AT&T's  own  market- 
ing assistance,  advanced  information 
services  are  sure  to  become  Jamaica's 
growth  industry  of  the  1990s.  Govern- 
ment has  targeted  18,000  jobs  in  the 
industry  by  1994  and  sees  foreign 
exchange  earnings  rocketing  to  $200 
million.  And  why  not?  The  government 
has  set  the  stage  for  the  launch.  ■ 


Mary  Ramond,  president  of  Caribbean 
Business  Development  in  New  York,  writes 
frequently  about  countries  in  the  region. 


This  special  supplement 
was  sponsored  by: 

JAMPRO 

866  Second  Avenue, 

New  York,  NY  10017. 

For  information,  call  Mr  Derryck  Cox, 

Director,  North  America, 

(212)759-3588 

orfax  (212)  751-5819 

And  by: 
The  Jamaica  Tourist  Board 

866  Second  Avenue, 
New  York,  NY  10017. 
Tel.  (212)688-7650 


JAMAICA  IN  BRIEF 

Area:  4,41 1  square  miles. 

Population:  2.5  million. 

Capital:  Kingston,  pop.  est.  1 .2  million. 

Currency:  Jamaican  dollar; 
US$1  =  J$8.08. 

Labor  force:  1,063,000. 

Unemployment:  18%  and  falling. 

GDP:  $2.1  billion;  4.6%  growth  rate. 

CPI:21%(est.  1990). 

Exports:  $1.1  billion,  including  free 
zones. 

Imports:  $1 .9  billion,  including  free 
zones. 

Traditional  industries:  Sugar,  rum, 
bananas,  bauxite,  alumina,  tourism. 

New  industries:  Apparel,  food, 
footwear,  flowers,  furniture,  information 
sen/ices. 

Best  bets:  Information  sen/ices  such  as 
data  imaging,  telemarketing,  rapid  turn- 
around data  processing;  hotels  and 
tourism  services;  food  production  and 
processing;  electronics;  non-metallic 
minerals;  apparel. 

Incentives:  Tax  holidays,  duty 
exemptions,  capital  repatriation,  com- 
petitive wages,  English-speaking  work 
force  and  proximity  to  markets. 

Facilities:  International  air  and  sea 
ports,  three  export  free  zones, 
advanced  satellite  telecommunications 
center 

Market  access:  No  or  reduced  tariffs 
through  special  trade  agreements 
with  the  U.S.  (CBI),  Canada  (Caribcan), 
most  Caribbean  nations  (Caricom), 
European  Common  Market  (Lome), 
General  System  of  Preferences  (GSP). 

Services:  Internationally  known 
banking,  legal  and  accounting  firms. 
One-stop  trade  and  investment 
assistance  from  JAMPRO,  profes- 
sionally staffed  agency 

Transportation:  Direct  flights  to  Miami 
(2  hrs.),  New  York  (4  hrs.),  London  (8  hrs.) 
and  other  destinations  by  major  airlines. 

Sources:  Planning  Institute  of  Jamaica  (1989  ) 
and  Statistical  Institute  of  Jamaica  (1990,1991). 
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utilization  review  promises  to  help  control 
health  care  costs.  The  medical  establishment 
is  fighting  back. 

The  doctors'  new  allies 


By  Janet  Novack 

The  medical  establishment  is  un- 
happy. With  the  spread  of  managed 
health  care  programs  (see  precedinjj 
story)  and  other  efforts  to  control  spi- 
raling  health  costs,  physicians'  free- 
dom to  prescribe  whatever  treatment 
they  deem  fit — and  to  be  paid  for  it — 
is  being  constrained. 

The  medical  business  isn't  taking 
the  challenge  lying  down.  Doctors, 
hospitals  and  other  health  care  pro- 
viders are  lobbying  the  states  to  regu- 
late the  people  hired  by  employers 
and  insurers  to  screen  for  unnecessary 
care.  "We  expect  up  to  26  states  to 
take  up  the  issue,  and  up  to  1 5  of  these 


to  pass  a  law  this  year,"  worries  Mar- 
guerite Snyder,  government  affairs 
director  of  the  American  Managed 
Care  &  Review  Association. 

At  issue  is  the  so-called  utilization 
review  process.  Under  it,  a  review 
nurse  looks  over  the  course  of  treat- 
ment a  doctor  wants  to  prescribe  for  a 
patient.  If  it  doesn't  fit  set  standards 
for  appropriate  care,  the  nurse  passes 
the  case  on  to  a  doctor  who  may  try  to 
whittle  down  the  physician's  propos- 
al. Does  the  patient  really  need  to  go 
into  the  hospital  at  $775  a  day?  Can't 
this  procedure  be  done  on  an  outpa- 
tient basis?  About  four  out  of  five 
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companies  now  require  workers  to 
get  prior  approval  for  a  nonemergen- 
cy hospital  stay,  up  from  about  5%  in 
1984,  according  to  a  sur\'ey  by  con- 
sultant A.  Foster  Higgins  &  Co. 

What's  wrong  with  some  intelli- 
gent question-asking?  The  doctors 
claim  that  too  much  of  the  time  the 
questions  are  unintelligent  and  time- 
wasting  and  that  cost-conscious  re- 
viewers can  be  a  hazard  to  patients' 
health.  Unsaid  is  that  they  also  threat- 
en doctors'  wealth. 

Dr.  John  Kelly,  director  of  cjuality 
assurance  for  the  American  Medical 
Association,  claims  that  the  main  rea- 
son there  has  not  been  "wholesale 
s  abuse  of  patients"  by  the  review  pro- 
s' cess  is  that  doctors  have  fought  long 
'  and  hard  with  the  reviewers  to  have 
care  approved.  Dr.  Robert  Becker, 
founder  of  Downers  Grove,  111.- 
based  HcalthCare  Compare  Corp.,  a 
successflil,  publicly  owned  utilization 
review  company  (Forres,  Mar.  21, 
1988)^  acknowledges  that  there  have 
been  problems  with  some  of  the  hun- 
dreds of  review  companies.  Says 
Becker:  "Doctors  have  had  to  wait  too 
long  on  the  phone  to  talk  to  poorly 
trained  people." 

Overall,  however,  there  is  no  evi- 
dence that  utilization  review  reduces 
the  quality  of  care.  A  1989  Institute  of 
Medicine  study  found  no  "document- 
ed anecdotes  or  other  information  to 
suggest  that  prior  review  programs 
are  jeopardizing  patient  safet}'";  the 
study  concluded  that  "premature  or 
misguided  regulation  could  stifle 
worthwhile  innovations"  in  utiliza- 
tion review.  In  any  case,  with  regula- 
tion looming,  the  review  industry  is 
developing  its  own  voluntary  accredi- 
tation standards,  which  should  help 
weed  out  poor  performers. 

Nonetheless,  politicians  in  a  score 
of  states,  pressed  by  the  medical  estab- 
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Poor  doctors 


lishment,  have  passed  laws  that  heavi- 
ly regulate  the  reviewers.  These 
laws — half  of  them  not  yet  imple- 
mented— will  increase  reviewers' 
costs  and  in  some  cases  interfere  with 
review.  Some  examples: 

•  A  new  Georgia  law  requires  that 
reviewers  base  some  decisions  on  lo- 
cal medical  practices.  That  negates  a 
key  principle  of  review,  which  is  to 
look  extra  hard  at  local  pockets  where, 
say,  patients  are  kept  in  the  hospital 
longer  than  average. 

•  Virginia  has  drafted  regulations 
stating  that  only  a  board-certified  spe- 
cialist can  deny  coverage  for  a  proce- 
dure performed  by  another  specialist. 
Thus,  for  example,  a  cardiologist 
could  not  review  a  surgeon's  decision 
to  do  a  coronary  bypass. 

•  Maine's  rules  state  that  an  insurer 
can't  reduce  payment  for  any  state- 
mandated  mental  health  benefit  even 
if  a  patient  refuses  to  go  through  the 
review  process.  But  the  threat  of  re- 
duced insurance  coverage  is  key  to 
getting  an  employee's  cooperation. 

Mental  health  is,  in  fact,  one  of  the 
trickiest  areas.  Costs  here  are  growing 
so  fast  that  many  companies  now 
monitor  mental  health  care  more  in- 
tensively than  other  care,  requiring, 
for  example,  prior  review  of  outpa- 
tient mental  health  services  but  not 
other  outpatient  care.  That's  bad 
news  for  the  earning  power  of  psychi- 
atrists. But  the  American  Psychiatric 
Association  is  defending  its  members. 
It  is  circulating  to  its  state  affiliates  a 
draft  state  law  that  would  make  it 
illegal  to  apply  different  review  proce- 
dures to  mental  health  care. 

Where  are  the  lawyers  in  all  this? 
Licking  their  chops.  A  recent  Califor- 
nia court  decision  implies  that  the 
utilization  review  firm  may  be  held 
liable  if,  for  example,  a  patient  is 
released  from  the  hospital  early  be- 
cause of  pressure  from  reviewers  and 
some  harm  results.  In  fact,  warns 
Richard  Hinden,  a  health  care  lawyer 
at  Chicago's  Altheimer  &  Gray,  an 
employer  might  also  be  held  liable  if  it 
is  negligent  in  picking  its  utilization 
review  firm. 

Perhaps  the  fear  of  litigation,  de- 
spite the  rapid  growth  of  utilization 
review,  explains  at  least  partly  why 
health  care  costs  arc  continuing  to  rise 
much  faster  than  the  general  rate  of 
inflation.  WM 


How  perseverance  earned  PepsiCo  the  enviable  position 
of  Mexico's  largest  consumer  products  company. 

PepsPs  newest 
generation 


By  Claire  Poole 

Sometimes  it  just  pays  to  hang  in 
there.  When  price  controls  and  peso 
devaluations  persuaded  multination- 
als like  Nabisco  and  Anderson  Clay- 
ton to  cut  back  their  Mexican  opera- 
tions sharplv  in  the  wake  of  Mexico's 
1982  economic  collapse,  PepsiCo 
elected  to  build.  It  is  now  cashing  in 
on  one  of  the  world's  most  promising 
economies. 

To  counteract  the  peso  devalua- 
tions, it  started  exporting  wheat,  later 
expanding  to  taco  shells,  frozen  juices 
and  pineapples — a  business  now 
worth  $30  million  in  sales.  In  1984  it 
added  candy  and  gum  to  its  basic  line 
of  soft  drinks  and  chips.  And  this  past 
fall  it  spent  $320  million  to  buy  nearly 
80%  of  Empresas  Gamesa,  Mexico's 
largest  cookie  company.  PepsiCo, 
based  in  Purchase,  N.  Y.,  is  now  Mexi- 
co's largest  consumer  products  com- 
pany, with  an  estimated  $1.2  billion 


in  sales — larger  than  Procter  &  Gam- 
ble or  Colgate-Palmolive.  Its  proba- 
ble pretax  profits  in  Mexico  last  year: 
$140  million. 

Now  price  controls  are  easing,  the 
peso  has  strengthened,  and  the  gov- 
ernment of  President  Carlos  Salinas 
de  Gortari  is  taking  an  enlightened 
view  toward  foreign  investment.  But 
it  will  take  other  multinationals  years 
to  catch  Pepsi. 

Michael  Jordan,  PepsiCo  Interna- 
tional's chairman  and  the  man  respon- 
sible for  Pepsi's  Mexican  strategy,  ex- 
pects PepsiCo  to  be  doing  $2  billion 
in  annual  revenues  in  Mexico  by 
1995.  "Mexico  will  be  one  of  the 
boom  economies  of  the  1990s,  with 
more  explosive  growth  than  Eastern 
Europe,"  says  the  54-year-old  Jordan, 
a  16-year  PepsiCo  veteran  who's  con- 
sidered the  strategic  mind  behind 
Dallas-based    Frito-Lay,     PepsiCo's 
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In  1927,  when  "The  Lone  Eagle"  braved  the  Atlantic,  Allendale 
had  been  a  risk  taker  for  92  years. 


When  the  Spirit  of  St.  Louis  touched  down  in  Paris, 
Allendale  had  already  established  a  North  American  pres- 
ence serving  companies  across  the  country  for  92  years. 

Today  at  Allendale,  we  continue  to  shape  the  history  of 
loss  control  with  engineering,  training,  research  and  testing, 
responsiveness  and  fairness  in  the  way  we  do  business. 

Throughout  the  years  we've  been  more  than  an  ordi- 


nary insurance  company.  Commitment  to  our  ir\sureds 
goes  well  beyond  the  property  coverages  we  provide. 

After  a  century  and  a  half,  that  part  of  our  philosophy 
is  not  about  to  change.  Allendale  Insurance,  EO.  Box 
7500,  Johnston,  Rhode  Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 
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Rick  Urso  is  the  Plant  Manager  at  Budd  Canada.  Rick  Lawton,  the 
Program  Manager  of  Digital's  systems  integration  team.  Together,  they  did 
what  neither  could  do  alone.  They  put  Budd  Canada  a  step  ahead  of  other 
automotive  underbody  assembly  suppliers. 

"When  it  came  time  to  replace  our  aging  production  tracking  system,  we 
saw  an  opportunity  to  implement  a  production  control  system  that  would  give 
us  a  real  competitive  edge,"  Urso  explains.  "But  internally,  we  didn't  have  the 
expertise,  or  experience,  to  take  on  such  a  big  project.  So  we  turned  to  Digital." 

Y)ure  looking  at 
two  integral  parts  of 

Budd  Canada's 
manufecturing  success. 

Lawton  replies,  "We  immediately  sent  a  team  to  Budd  Canada,  one 
accustomed  to  the  challenges  of  integrating  a  multi-vendor  manufacturing 
environment.  And  then  we  immersed  ourselves  in  every  aspect  of  their  business 
until  we  understood  their  needs  across  the  board." 

After  thoroughly  studying  Budd  Canada's  operation.  Digital  proposed  a 
solution:  A  Production  Management  Information  System  based  on  Digital's 
Network  Application  Support  (NAS).  This  system  lets  managers  know  who's 
working  where,  on  what;  who's  producing  how  much.  Giving  Budd  Canada 
better  control  of  their  entire  manufacturing  process,  while  helping  to  reduce  costs. 

The  key  to  the  project's  success? 

"Digital  made  sure  our  front-line  foremen  who'd  be  running  the  system 
every  day  understood  and  could  use  the  system  properly,"  says  Urso.  "Our  guys 
couldn't  help  but  relate  to  the  Digital  training  team  -  they  were  with  us  every 
step  of  the  way" 

"We  made  sure  of  it,"  Lawton  adds.  "And  not  only  did  we  help  design 
and  implement  the  system.  We  helped  with  its  transition  and  acceptance." 

After  a  three-year  partnership,  Budd  Canada's  reaping  the  rewards  of 
working  with  Digital. 

"Digital's  helping  us  do  the  things  today  that  will  let  us  remain  a  world-class 
automotive  parts  supplier  of  tomorrow,"  concludes  Urso.      T^VJ  riil-ol 

has 
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PepsiCo  in  Mexico 


Gamesa  snacks  on  display 
They  could  be  distributed 
through  Sabritas'  own 
system. 


most  profitable  division. 

Even  accounting  for  income  differ- 
entials, there's  plenty  of  room  to 
grow.  Mexico's  snack  market  is  $1.5 
billion,  compared  with  the  U.S.'  $35 
billion  market.  Jordan  is  betting  that 
as  the  economy  strengthens  and  the 
Mexican  middle  class  keeps  growing, 
the  Mexican  consumer  will  begin  to 
have  more  expendable  income.  "Our 
products  are  small  luxuries,"  Jordan 
says.  "As  per  capita  spending  in- 
creases, consumers  will  buy  a  bag  of 
chips  or  a  Pepsi  before  they'll  buy  a 
television  set." 

PepsiCo  acquired  Sabritas,  its  Mex- 
ico City-based  unit,  in  1967.  Then 
known  as  Productos  Selectos,  Sabri- 
tas had  sales  of  under  $1  million;  its 
distribution  system  was  so  crude  that 
it  regularly  hired  bicyclists  to  deliver 
bags  of  potato  chips  to  corner  stores, 
or  tiendas. 

Today?  Sabritas  has  a  sophisticated 
distribution  network  that  carries  its 
snack  line  by  van  from  one  of  its 
four  manufacturing  plants  in  Mexico 
directly  to  supermarkets  as  well  as 
to  400,000  mom-and-pop  shops 
around  the  cc>untry.  Sabritas  now  has 
over  70%  of  i  he  salty  snack  market, 
versus  arc  rul  .^0%  for  Barcel,  owned 
by  Grupo  i  •  trial  Bimbo,  Mexico's 
$900  millio  ead  and  snack  food 
company. 


Michael  Jordan,  chairman  of 
PepsiCo  International 
Mexico:  a  boom  economy 
in  the  1990s. 


To  diversify,  PepsiCo  started  Son- 
des from  scratch  in  1984.  Today  Son- 
rics  is  Mexico's  second-biggest  candy 
company,  with  a  21%  market  share. 
Warner-Lambert  has  an  estimated 
23%  of  the  Mexican  market  with 
Certs  and  Chiclets. 

But  Jordan  wanted  a  more  com- 
plete snack  line.  So  he  asked  Rogclio 
Rebolledo,  president  of  Sabritas,  to 
look  around.  Rebolledo  came  up  with 
Gamesa.  Founded  in  1921  by  Alberto 
Santos  as  a  single  Monterrey  bakerv, 
it  has  grown  to  control  45%  of  the 
Mexican  cookie  market. 

There  was  one  problem.  The  two 


controlling  families,  consisting  of 
about  20  members,  didn't  want  to 
sell.  But  Pepsi  persevered.  Sensing 
Gamesa  needed  more  capital  to  grow, 
PepsiCo  promised  to  sink  $200  mil- 
lion into  capital  improvements  over 
the  next  several  years.  This  time  only 
Francisca  Santos,  widow  of  Gamesa's 
founder  and  owner  of  24%  of  the 
shares,  rcfiised  to  go  along  with  the 
deal.  But  she  did  agree  to  sell  4%  of 
her  shares. 

Pepsi  was  able  to  buy  nearly  80%  of 
Gamesa's  holding  company  in  Octo- 
ber for  $320  million  in  cash,  plus  the 
assumption  of  $65  million  in  debt. 
Nabisco,  which  merged  its  Mexican 
operation  with  Gamesa  in  1982,  still 
holds  30%  of  Gamesa's  operating 
company,  and  PepsiCo  is  interested  in 
buying  that,  too. 

While  Gamesa  hasn't  lost  money 
since  1964,  its  ten  plants  all  need 
modernizing  to  improve  efficiency 
and  eliminate  bottlenecks.  Now  that 
price  controls  are  being  eased,  Jordan 
hopes  to  double  Gamesa's  operating 
margins  in  the  next  couple  of  years, 
and  eventually  get  them  into  the  dou- 
ble-digit range.  The  money  PepsiCo 
has  committed  for  capital  improve- 
ment will  certainly  help  bolster  mar- 
gins. For  example,  Pepsi  plans  to  out- 
fit Gamesa's  plants  with  new  packag- 
ing equipment,  moving  the  company 
away  from  kilo  boxes  to  300-gram 
bags  and,  eventually,  to  single-serve 
packages,  a  high-margin  business. 

Gamesa  clearly  needs  better  pene- 
tration in  Mexico's  tiendas,  where 
most  snack  impulse  buying  takes 
place.  McKinsey  &  Co.  is  on  the  case, 
as  is  John  Pingel,  PepsiCo  Foods 
International's  chief  executive  officer. 
A  combination  with  Sabritas'  own 
distribution  system  is  in  the  works. 

Jordan  wants  to  export  Sabritas  and 
Gamesa  products  to  South  America, 
especially  Venezuela,  where  Pepsi  al- 
ready has  distribution  with  its  soft 
drink  line.  Brazil,  too,  will  get  atten- 
tion. Jordan  thinks  these  countries, 
like  Mexico,  are  on  the  road  to  eco- 
nomic recovery. 

Perseverance  is  sometimes  in  short 
supply  among  American  companies, 
with  their  quarterly  earnings  compar- 
ison obsessions.  But  perseverance  is 
what  it  takes  to  penetrate  promising 
foreign  markets.  Fortunately,  Pepsi- 
Co has  it.  §■ 
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ROLM's  Debbie  Walsh  makes  it  her  business 
to  keep  Empire  Blue  Cross  and  Blue  Shield 

fully  covered. 


For  someone  who  never  gets  sick,  ROLM*  representative 


calling  Empire  and  entering  their  account  number  on  the 
telephone  keypad.  Irom  there,  a  computer  retrieves  the 
account  information  and  relays  it  to  the  caller. 

Of  course,  sometimes  personal  contact  is  required.  So 
(lallPath  can  also  send  account  information  directly  to  a 
service  representative's  computer  screen.  All  ol  which  greatly 
improves  Empires  speed  and  accuracy  in  handling  calls. 

To  further  enhance  Empire's  ability  to  service  its  cus- 


Debbie  Walsh  certainly  spends  a  lot  of  time  at  Empire  Blue  tomers,  Debbie  suggested  ROLM  PhoneMaiir  PhoneMail 


Cross  and  Blue  Shield. That's  because  Debbie  puts  a  premium 
on  personal  service.  And  because  Empire  Blue  Cross  and  Blue 
Shield  is  constantly  on  the  lookout  for  more  productive  ways  to 
improve  service  and  communicate  with  its  many  customers. 
There  was  the  time  Empire  asked  Debbie  how  to  tie 
together  its  voice,  imaging  and  data  processing  technologies. 


not  only  records  voice  messages,  but  also  stores  them,  routes 
them,  even  ties  them  to  a  computer.  So  customer  calls  are 
promptly  returned  by  the  correct  Empire  service  agent. 

CallPath  and  PhoneMail  help  Empire  Blue  Cross  and 
Blue  Shield  answer  over  ten  million  phone  calls  a  year.  Of 
course,  Debbie  Walsh  is  always  there  with  a  few  answers  of  her 


She  recommended  CallPath™  With  CallPath,  customers  can  own.  For  more  information,  call  ROLM  at  1-800-624-8999 


have  many  of  their  questions  answered  simply  by 


ext.  235,  or  your  authorized  ROLM  Business  Partner. 


An  IBM  and  Siemens  Company 


We  ask  better  questions.  You  get  better  answers. 


®  HOI-M  and  PhoneMad  are  rfumercd  trademarks  of  HOLM  Systems  ™CallPalh  ,>  a  trademark  of  IRM  ©  1990  HOLM  Company 
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Recipe  for  marketing  success:  Take  a  product  only 
peasants  can  handle,  put  it  into  some  fancy  Venetian 
glass— and  sell  it  for  $150  a  bottle. . 

Italian  white 


lightning 


By  Gail  Buchalter 

The  leftovers  from  the  wincmak- 
ing  process  can  be  very  useful.  The  so- 
called  pomace — grape  skins,  seeds 
and  stems — can  be  used  for  things  like 
fertilizer  or  industrial  alcohol. 

Or  they  can  be  made  into  grappa, 
an  earthy,  potent  brandy  the  peasants 
of  northern  Italy  have  been  using  to 
kick-start  a  hard  day  in  the  fields  since 
about  the  12th  century. 

Not  the  kind  of  stuff  you'd  expect 
to  find  displayed  in  Venetian  glass 
bottles  at  some  of  the  poshest  eateries 
in  the  U.S.  But  that  is  exactly  where  it 
has  been  turning  up  lately,  much  to 
the  delight  of  trendies  eager  to  latch 
on  to  a  new  find. 

Indeed,  from  Palio  and  San  Do- 
menico  in  New  York  to  Remi  and  Rex 
II  Ristorante  in  Los  Angeles,  grap- 
pa— at  up  to  $40  a  glass — is  all  the 
rage.  And  wine  importers  and  up- 
market liquor  stores  can't  seem  to 
keep  the  stuff  in  stock. 

"Whenever  you  take  peasant  food 
out  of  the  area  and  export  it  to  another 
country,  it  becomes  high  culture," 
says  Mauro  Vincenti,  Rex's  owner. 
"The  same  is  true  about  grappa."  An- 
other explanation  comes  from  Andy 
Birsh,  one  of  Gowrm^f  magazine's  res- 
taurant critics:  "The  Eighties  are  over. 
Grappa  is  a  replacement  for  rare  Co- 
gnac and  smuggled  cigars.  It's  part  of 
the  illusion  of  getting  back  to  basics — 
without  spending  any  less  money." 

Whatever  the  reason,  Dominic  No- 
cerino,  the  owner  of  Vinifera  Imports 
Ltd.  in  Ronkonkoma,  N.Y.,  sold 
4,000  cases  of  grappa  last  year— dou- 
ble his  sales  in  1989.  Nocerino  im- 
ports the  Jacopo  Poli  line  of  grappas, 
which  features  bottles  made  of  hand- 
blown  Murano  glass.  Retail  price  of  a 


Grape  pomace  being  steamed 
Grappa  and  profits  in  the  worl(s. 


half-liter  bottle:  $79.50.    ' 

During  the  Christmas  holidays, 
Nocerino  sold  one  of  his  restaurateur 
clients  90  bottles  of  grappa  for 
$3,500.  The  restaurateur  gave  them 
as  gifts  to  preferred  customers.  Wal- 
ly's  Liquor  Store  in  Los  Angeles  re- 
cently sold  $1,000  of  grappa  to  a 
woman  who  wanted  to  keep  the  de- 
signer bottles  on  her  bar — unopened. 

Just  inside  Rex's  etched  Laliquc 
crystal  entrance  doors  stands  a  large 
oak  table  displaying  nearly  20  grappa 
bottles.  The  piece  de  resistance:  a 
$2,800  bottle  of  Fratelli  Marolo  grap- 
pa in  a  heavy  Baccarat  crvstal  decanter 
decorated  with  18-karat  gold.  There 
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Grappa  bottles  at  Rex;  Gian- 
nola  Nonino  and  daughters 
Putting  fiery  brew  in 
elegant  bottles. 


are  only  five  bottles  of  this  grappa  in 
the  U.S.,  and  Rex  owns  two  of  them. 
But  like  the  lady  who  bought  the 
bottles  just  to  look  at,  Vincenti  keeps 
his  just  for  show.  Nonetheless,  he  sells 
about  $1,500  worth  of  grappa  a 
month,  at  $10  to  $40  a  glass. 

The  expensive  bottles  explain  a  lot 
about  grappa's  success  in  the  U.S. 
And  for  that  stroke  of  marketing  bril- 
liance, credit  Giannola  Nonino,  rev- 
erentially referred  to  by  grappa  gour- 
mets as  "Nonino  with  the  beautifiil 
daughters." 

Nonino,  now  in  her  mid-40s,  mar- 
ried into  the  family  business  in  north- 
east Italy,  the  center  of  Italian  grappa 
country.  The  family  had  made  grappa 
for  years,  but  Giannola  was  the  first 
Nonino  to  pour  it  into  elegant  hand- 
blown  bottles  and  make  a  big  export- 
ing push  to  the  U.S.  in  the  mid- 
1980s.  The  resulting  grappa  price 
surge  may  partly  explain  the  local 
reverence  for  her.  A  bottle  of  Nonino 
Piccolit  grappa  goes  for  $150. 

As  part  of  her  strategy,  Nonino 
fiddled  with  the  distilling  process  a  bit 
to  take  some  of  the  edge  off  the  fier)' 
taste,  which  even  its  adherents  admit 
takes  some  getting  used  to.  Purists 
would  insist  that  true  grappa  is  made 
only  from  the  pomace  after  the  fer- 
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mented  wine  has  been  drained  oft". 
Nonino  left  some  of  the  wine  in  to 
make  it  a  bit  smoother. 

Like  Nonino,  most  big-name  grap- 
pa makers  today  use  somewhat  more 
expensive  distilling  methods  to  make 
the  grappas  more  acceptable  to  the 
American  palate.  But  the  high-octane 
juice  still  packs  a  wallop  and  depends 
on  the  fancy  bottle  for  much  of  its 
marketing  appeal. 

Romano  Levi  produces  about 
2,000  bottles  annually  from  his  hill- 
top distillery  in  Piedmont.  He  adorns 
his  bottles  with  handmade  labels  and 
sells  them  for  $60  to  $90  apiece  (Levi 
doesn't  export  to  the  U.S.).  Scarpa, 
another  Piedmont  grappa  maker,  sells 
grappa  in  hand- blown  bottles  that 
copy  a  13th-century  design:  $75, 
please. 

Sneers  Darrell  Corti  of  Sacramen- 
to's specialty  food  and  wine  chain 
Corti  Brothers,  "Americans  are  a 
bunch  of  sheep.  They  figure  if  it's 
packaged  well,  it  must  be  good." 

And  if  that's  the  way  folks  arc, 
Randall  Grahm,  owner  of  Bonny 
Doon  Vineyard  in  the  Santa  Cruz 
Mountains  of  California,  figures  he 
might  as  well  have  a  piece  of  the 
action.  Grahm's  grappa  also  comes  in 
pretty  bottles  (French  Alsatian 
flutes),  and  at  $18  for  a  half-liter,  it 
isn't  exactly  cheap.  But  it  comes  in  far 
below  the  prices  of  most  imports.  A 
glass  of  Grahm's  grappa  goes  for  a 
moderate  $5  at  manv  restaurants. 


Movie 

marketing 
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It  seemed  like  an  obvious  marriage: 
Electronic  stores  with  banks  of  televi- 
sion screens,  all  mindlessly  tuned  to 
whatever  is  on  the  air;  movie  studios 
that  rely  on  film  trailers  as  a  primary 
marketing  tool  always  looking  for 
new  places  to  run  them.  Adam  Fields 
just  put  the  showroom  screens  to- 
gether with  the  trailers. 

Fields  founded  Preview  Tech, 
based  in  Los  Angeles,  in  1990.  So  far 
he  has  signed  up  Circuit  Citv  Stores,  a 
leading  consumer  electronics  chain 
with  176  stores  nationwide,  and 
Highland  Superstores,  with  92  stores 
mostly  in  the  Midwest,  Southwest 
and  Northeast.  Fields  estimates  that 
roughly  75  million  people  pass 
through  the  two  chains  in  a  year. 

Each  month  Fields  sends  the  stores 
laser  discs  with  about  35  minutes 
worth  of  movie  trailers.  Now  when 
customers  walk  into  a  Circuit  City 
store  they  can  see  excerpts  from  Good- 


Fellas  to  Hamlet. 

"It  has  impact  when  you  walk  in  a 
store  and  see  one  of  our  movies  on  all 
those  screens,"  says  William  Howard 
of  Ogilvy  &  Mather,  the  advertising 
agency  for  Paramount  Pictures'  mo- 
tion picture  marketing  division. 

In  addition  to  Paramount,  Fields 
has  signed  Universal,  Warner  Bros, 
and  NBC  to  provide  trailers  for  Pre- 
view Tech.  The  cost  to  the  studios? 
Roughly  $5,000  to  $7,000  per  trailer 
per  month.  Studios  are  guaranteed 
that  their  trailers  will  be  shown  at  least 
one  to  two  times  per  hour,  70  to  80 
hours  a  week. 

The  stores  like  the  idea  because  the 
whiz-bang  visuals  can  occasionally 
convince  customers  to  buy  a  TV  with  a 
larger  screen.  Studios  like  it  because 
the  chains'  shoppers — 18-to-44-year- 
old  media  freaks — are  just  like  their 
audiences. 

Even  the  people  who  make  the 
trailers  seem  to  like  the  idea.  Ron 
Moler  made  the  trailer  for  Ghost  but 
had  never  watched  it  outside  a  movie 
theater.  Wandering  into  Circuit  City, 
he  happened  upon  his  trailer, 
splashed  across  200  screens.  Says 
Moler,  "It  was  visually  stunning." 

-Julie  Schlax 


Preview  Tech's  Adam  Fields  at  a  Circuit  Cit>  oLi  e 
Marketing  movies  to  75  miilion  consumers. 
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Gorbachev  has  called  in  the  army  and  cracked  down  on  political  dissent. 
Average  Russians  would  rather  he  cracked  down  on  the  growing  crime  and 
violence  that  is  bedeviling  their  already  difficult  lives. 

Vodka:  the  opiate 
of  the  masses 


By  Natalia  Darialova 

You  THINK  New  York  Cit^MSj  dan- 
gerous plaoe^T?rTTsitriC5-MoscQ\v . 
Used  to  be  that^at  least-foreigners 
were  safe  from  mugging  in  thc.Sovi- 
et:;:^;;and_JRjJssian — capitaL— but_  no 


Natalia  Darialova  is  a  Soviet  writer 
currently  residing  in  New  York.  Her 
recently  published  book,  No  Man's 
Land,  was  a  bestseller  in  the 
Soviet  Union. 
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longer  Roughly  1,000  foreigners 
were  attacked  thercTast  year,  but  that 
"was  nothing  compared  with  the  un- 
counted number  of  Soviets  who  were 
victims  of  adolescent  hoodlums  often 
as  nasty  and  brutish  as  any  that  inhabit 
parts  of  the  slums  of  the  South  Bronx 
and  East  Los  Angeles.  In  die  past  two 
or  three  years  the  amount  of  crime 
throughout  the  U.S,S.R._dDiibled, 
'aiYdTecnagc^Hme^grcw^y_65%^  ac- 
oordnrgToTtatistics  fromthe  Ministry 


,of  Interior.  There  is  nothing  racist 
about  Soviet  crime;  it  chooses  its 
victims  at  random  and  can  involve 
money  but  often  seems  associated 
with  a  cult  of  violence  and  nihilism. 

In  only  one  respect,is„&3vict  crime 
less  \aoIcnFthanJiS.  crime:  It  is  less 
likelv  to  involve jTirearms.  But  expect 
that  to  change  as  law  and  order  con- 
tinues to  deteriorate  and  more  and 
more  weapons  are  infiltrated  into  So- 
viet society.  Meanwhile,  knives,  fists 


In  Moscow,  a  young  Iruckstop  prostitute  is  interviewed 
by  a  supervisor.  As  more  teenage  giris  turn  to  crime,  mucli 
of  it  violent,  many  oimd  up  in  "educationai-iabor"  colonies. 
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and  boots  cause  plenty  of  mayhem.  Union  become  youngc^._In  1989, 
'    In  summoning  the  army  to  help  tKe  '"-6t;000~peoplc  ungerage  _I5Zwere 

sentenced  to  prison,  according  to  the 
Ministr}'  of  Interior,  but  this  was  a 
small  portion  of  the  under- 1 5  crimi- 
nals preying  on  people.  About  a  fifth 
were  girls. 

It  took  me  half  a  year  to  get  permis- 
sion to  visit  a  prison  for  young  girls — 
criminals  aged  14  to  18.  The  Oskol 
rcformator}'  for  girls,  where  I  was 
allowed  to  do  extensive  inter\'iews,  is 
called  an  educational-labor  colonv. 

One  of  the  girls,  Lena,  still  haunts 
me.  Nobody  knows  when  Lena  came 
or  from  where.  She  was  wandering 


police  patrol  the  streets,  Gorbachev 
may  be  aiming  at  stifling  political 
opposition  and  demands  for  more 
freedom.  Nevertheless,  some  ordi- 
nary Soviets,  frightened  and  bewil- 
dered by  the  spread  of  crime,  will 
probably  not  oppose  the  move. 

The  social  fabric  in  Soviet  cities  has 
been  disintegrating  for  a  long  time. 
This  disintegration  doesn't  ha\'e  its 
roots  in  the  recent  collapse  of  Com- 
munist Party  authority  but  predated  it 
by  years.  The  barrenness  and  hope- 
lessness of  life  under  the  partv'  helped 
spawn  the  breakdown.  ^^^^ 

In  1986,  at  the  request  of 
one  of  the  most  serious  So- 
viet newspapers.  Literary 
Gazette,  I  went  to  investi- 
gate a  tragedy  that  hap- 
pened in  Penza,  an  old  city 
roughly  300  miles  from 
Moscow.  Two  young  alco- 
holics, real  wrecks,  had  five 
children.  The  family  lived 
in  one  squalid  room  in  a 
wooden  shack.  "If  you  en- 
tered the  room  in  the  dayti- 
me," the  neighbors  told 
me,  "the  dirty,  hungry  chil- 
dren were  crawling  on  the 
floor,  the  adults  were  all  ^^^B 
dead  drunk  and  sleeping,  or 
fighting,  or  having  sex." 

One  night  the  parents  went  out 
drinking  vodka  with  friends  and  the 
kids'  grandmother.  Locked  at  home, 
the  children  died  in  a  fire. 

A  week  later,  in  the  rubble  that  had 
been  the  children's  cage,  1  interviewed 
their  25-year-old  mother.  She  was 
beautiful,  but  emotionless.  She  had 
had  a  recurring  dream  that  she  had  no 
face,  just  cool  smooth  skin,  as  if  she 
had  become  inhuman. 

Uncounted  thousands  of  such  fam- 
ilies exist  all  over  the  Soviet  Union. 
Yes,  there  are  such  tragedies  in  the 
U.S.,  too,  but  in  the  U.S.  there  are 
agencies  to  deal  with  them.  There  is 
no  social  service  in  the  U.S.S.R.  that 
can  effectively  help  those  degenerated 
families.  The  child  abuse  hotline  is 
cold,  because  the  only^place  to  call  to 
helpanahused  rhild  is  the  local  poH^-e 
jjnT'rlTTpolirt'    .ire    nr>w    <:r>    over- 

vdaelmed  by  crime  that  neglected  or 
ahnscH  rhildrt-n  get  scant  attention. 
Every  year  criminals  in  the  Soviet 


Heroes  of  socialist  labor? 

Trapped  in  a  vicious  spiral  of  despair. 


about  the  countrv',  always  hungrv, 
until  she  was  convicted  of  stealing 
food.  Her  homelcssness  got  her  no 
help;  her  stealing  got  her  jail. 

About_7%jjf  the  girls  in  this  colonv 
were  scntcnc^dfounurder^  iuxotxiin 
to~colony  files.  Maria  was  another 
prison<rr  1  mter\'icwed.  When  she 
came  home  from  school,  her  drunken 
father  was  beating  her  mother  with- 
out mercy.  Maria  threw  a  knife  at  him, 
saving  her  mother,  killing  her  father. 

Girl  criminals  are  becoming  more 
andjTToreof  a  protTtem.  1  eciTage  boys 
tend  to  commit  their  crimc&^anly-after 
a_botide_Q£A^Qdka-or-eheapr'WTn{r.~B  ut 
for  girl  convictS;,_30-jC>ut  of  100  act 
with  asober  head,  again  according  to 
^vTmistTyoFTnterior  figures. 

The  crimes  committed  by  teenagers 
have  become  more  savage.  Like  the 
gangs  in  Anthony  Burgess'  A  Clock- 
work Orange,  they  seem  intent  on 
destruction  for  the  thrill  of  it. 

Like  New  York's  muggers  and  rap- 
ists, many  of  the  young  Soviet  crimi- 


nals are  generally  cowardly.  They  usu- 
ally don't  set  out  for  adventure  alone. 
Thev  form  big  gangs,  ruled  by  the 
laws  of  the  forest.  The  rampage  by  the 
New  York  monsters  arrested  after 
1989's  rape  and  near-killing  of  the 
Central  Park  jogger  was  called  "wild- 
ing." There  are  plenty  of  wilders  in 
Moscow  and  other  Soviet  cities. 

A  vicious  spiral  of  despair  has  set  in. 
Marx  called  religion  the  opiate  of  the 
people,  but  in  the  state  fashioned  after 
his  ideas,  vodka  is  the  opiate  of  the 
people.  Almost  bv  intent.  For  years, 
the  Soviet  state  encouraged  the  con- 
sumption of  alcohol  as  a  cheap  way  to 

soak  up  purchasing  power 

in  the  absence  of  socially 
useful  goods  and  services. 
Profits  from  the  sale  of  alco- 
hol were  a  major  source  of 
revenue  for  the  state.  Every 
bottle  of  vodka  consumed 
bought  a  few  bullets  for  the 
military. 

Besides,  what  else  was 
there  to  do  but  get  drunk  in 
a  societ}'  so  controlled  and 
so  barren  that  it  otTered  lit- 
tle popular  entertainment? 
There  are  5  million  alco- 
holics in  the  U.S.S.R.  regis- 
tered for  treatment,  accord- 
ing   to    the    Ministry    of 
Health.    Many   are   third- 
generation  alcoholics.  But  for  every 
registered  alcoholic  there  are  many 
more  unregistered,  liijts  way^iUcohol 
is  more  destructive  there  tiiaii-Crack 
Tirid  other  narcotics  are  in  U.S.  cities. 
About    70%    of    murders    in    the 
"UTS:STKraFe  committed  by  drunken 
oTmirials,  according  to  the  Ministry 
of  Interior.  In  1989  crime  committed 
bv  the  intoxicated  grew  by  40%. 

According  to  official  figures,  60% 
of  the  country's  alcoholics  are  under 
30.  In  the  course  of  my  interviews 
with  the  local  police  in  Moscow,  we 
visited  a  champion  alcoholic:  He 
drank  a  bottle  of  cockroach  killer  and 
survived.  Now  there's  a  man  well 
equipped  to  live  in  a  socialist  society. 
Some  good  communists  claim  that 
all  these  problems  were  brought  on  by 
perestroika,  because  the  people  were 
let  loose  from  the  leash.  Utter  non- 
sense. Drunkenness  and  the  decay  of 
family  life  have  been  going  on  for 
decades.  But  before  perestroika  the 
official  line  was  that  these  were  capi- 
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talist  problems,  brought  on  by  alien- 
ation and  despair.  Since  they  couldn't 
exist  under  socialism,  thev  couldn't  be 
talked  about.  The  only  new  thing 
under  perestroika  is  that  people  haxe 
finally  recognized  the  problems  and 
begun  to  discuss  them  openly. 

Drug  addiction  is  not  as  wide- 
spread in  the  U.S.S.R.  as  in  the  U.S., 
but  chemical  abuse  is  growing,  espe- 
cially since  Gorbachex's  anti-alcohol- 
ism campaign  in  1985-87  made 
drinking  a  bit  more  difficult. 

Regardless  of  how  Americans  feel 
about  abortion,  they  could  not  help 
but  be  appalled  by  the  Soviet  attitude. 
Abortion  is  often  not  a  last  resort  but  a 
first  resort  in  birth  control.  There  is  a 
shortage  of  condoms.  Deprixed  of 
most  forms  of  contraception,  Soviet 
women  have  created  a  world  record 
not  widely  publicized:  There  are  three 
abortions  for  ever\'  birth,  according 
to  the  Ministr\'  of  Health.  This  creates 
a  callousness  that  contributes  to  the 
social  breakdown.  In  one  out-patient 
clinic  I  saw  a  modest  notice:  "Girls 
under  15  should  come  for  abortion 
with  written  approval  from  their  par- 
ents or  documents  from  their  school." 

Nowadays  only  5%  of  the  children 


A  problem  for  Gorbachev,  too 

Too  much  freedom?  Or  too  little? 


in  Soviet  orphanages  are  really  or- 
phans. The  rest  are  there  because  their 
parents  are  unwilling  to  bring  them 
up  or  incapable  of  doing  so.  Thev 
were  abandoned  instead  of  aborteci. 

These  orphanages  are  strikingly 
poor.  The  U.S.  government  has  guar- 
anteed loans  of  up  to  $1  billion  to  pav 
for  food  for  the  Soviet  Union,  but 
that  food  will  go  mostly  to  the  tables 
of  government  officials,  the  militan,' 
elite  and  the  kings  of  the  black  market. 
Orphans  won't  exen  smell  this  food. 

What  has  gone  wrong?  For  one 
thing,  there  are  no  longer  moral  sanc- 
tions here.  The  Bolsheviks  prohibited 
religion.    In    its    place,    communist 


tracts  spout  a  kind  of  morality,  but  for 
decades  now  no  one  has  taken  com- 
munist ideology  seriously  in  any  field, 
let  alone  in  the  area  of  personal  behav- 
ior. Cynicism  has  become  people's 
defense  against  the  hardships  of  life; 
those  hardships  grow  worse  daily. 

I  am  aware  that  in  Western  coun- 
tries, too,  the  social  fabric  is  weaken- 
ing, that  crime  and  drug  and  alcohol 
abuse  and  a  shrinking  from  personal 
responsibilit)'  are  spreading.  What 
surprises  me  is  that  so  many  U.S. 
commentators  ascribe  the  ills  to  capi- 
talism and  to  racism.  If  those  explana- 
tions are  valid,  why  does  the  absence 
of  capitalism  and  a  relatively  homoge- 
neous population  in  large  cities  not 
spare  the  Soviet  Union  the  same  ills? 

But  there  is  a  real  difference  be- 
tween the  situation  in  the  U.S.  and 
that  in  the  Soviet  Union.  In  the  U.S. 
there  are  mvriad  state  and  private 
agencies  working  hard  to  alleviate  the 
problems  and  a  large,  if  somewhat 
confused,  determination  to  do  some- 
thing about  them.  In  the  Soviet 
Union,  almost  nothing  is  being  done 
to  slow  the  social  breakdown,  which 
is  the  consequence  not  of  too  much 
freedom  but  of  far  too  little.  ^M 
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AT&T,  for  years  a  stay-at-home,  is  expanding  quickly  in  Europe, 
where  it's  waging  quiet  war  with  Europe's  hoary  monopolies. 

An  unlikely 
trustbuster 


By  Peter  Fuhrman 

In  Italy,  hundreds  of  times  each  day, 
American  tourists  \'enture  into  public 
phone  booths  and  get  ripped  oft" — not 
by  criminals  but  by  the  Societa  Ita- 
liana  per  TEsercizio  del  Telecommun- 
icazioni,  Italy's  state-owned  tele- 
phone monopoly. 

The  Italian  goxernment  adminis- 
ters one  of  the  dexeloped  world's 
shoddiest  public  phone  systems,  with 
dilapidated  equipment  and  intermi- 
nable customer  delays.  Worse,  it 
charges  extortionate  rates.  A  peak- 
time  call  of  fiye  minutes  from  Venice 
to  Chicago  costs  $  14,  more  than  dou- 
ble the  cost  of  making  the  same  con- 
nection using  atSct  in  the  opposite 
direction. 

This  scandalous  situation  is  not 
unique  to  Italy.  State-ovyned  phone 
monopolies  still  rule  eyerv^yhere  in 
continental  Europe,  and  exerx'wherc 
they  gouge  the  consumer  for  the  ben- 
efit of  the  bureaucrats:  The  European 
telephone  systems  are  yast  patronage 
machines.  To  dramatically  lower  rates 
and  introduce  more  modern  digital 
switching  \yould  mean,  as  it  did  at 
at8ct,  cutting  many  jobs. 

Free  enterprise  to  the  rescue  in  the 
form  of  America's  AT&T,  the  unlikely 
trustbuster.  The  U.S.  communica- 
tions giant  has  learned  one  lesson 
exceptionally  well  since  diyestiturc  in 
1984:  that  cutting  rates  increases  traf- 
fic, which  leads  to  higher  profits.  Ex- 
plains Chairman  Robert  Allen:"We 
hayc  found  out  in  yer)'  dramatic  ways 
that  as  rates  come  down,  usage  goes 
up,  and  this  then  leads  to  de- 
mand for  more  features  and  more 
applications." 

Since  diyestiturc,  at8ct's  interna- 
tional and  domestic  long-distance 
rates  haye  fallen  b\'  40%  and  more, 

100 


\yhile  gross  profit  margins  from  its 
telecommunications  business — pri- 
marih'  long-distance  serx'ices — ha\e 
risen  steadily  from  47%  in  1985  to 
62%  in  1989,  its  last  reporting  \'ear. 
The  \olume  of  international  traffic 
from  the  U.S.  is  rising;  by  about  20% 


per  \'ear.  For  the  telephone  business, , 
that  is  little  less  than  spectacular  when 
compared  with  10%  growth  in  the 
domestic  long-distance  market  and 
\irtualh'  zero  growth  in  local  calls. 

To  handle  all  the  new  traffic,  AT&T 
has  been  inyesting  hea\ily.  It  is  spend- 
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Robert  Allen, 
chief  executive 
of  AT&T 
"We  know  the 
European  mar- 
ket and  know 
we  will  be  able 
to  win  there." 
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ing  over  $150  million  a  year  just  on 
new  seabed  fiber  cabling,  doubling  its 
call-handling  capacit}'  to  Europe  in 
1991.  A  new  $400  million  transadan- 
tic  fiber  cable  can  handle  80,000  calls 
simultaneously.  Using  just  half  that 
capacity  while  billing  the  calls  at  1 
cent  per  minute,  an  operator  could 
recover  the  investment  in  two  )'ears. 
To  be  sure,  there  are  other  costs  be- 
sides amortizing  the  cable,  but  the  1- 
cent  figure  gives  you  some  idea  of 
what  kind  of  markups  are  built  into 
your  $3-a-minute  call  from  Milan. 

As  it  is  in  the  U.S.,  at8ct  in  Europe 
is  resigned  to  the  fact  that  it  must  pay 
some  tribute  to  the  local  telephone 
company  to  gain  "access"  to  the  cus- 
tomer. But  it  thinks  current  access 
charges  are  way  out  of  line. 

Not  surprisingly,  AT&rr  ran  into  a 
brick  wall  when  it  tried  to  persuade 
each  European  phone  company  to  cut 


the  wholesale  rate  it  charges  AT&T  to 
complete  calls  on  its  network.  So 
backward  are  the  telephone  compa- 
nies in  continental  Europe  that  they 
do  not  even  price  their  services  as 
intelligent  monopolists  would.  A 
greedy  monopolist  would  offer  dis- 
counts for  night  calling  to  draw  in 
new  traffic  at  next  to  zero  marginal 
costs.  Yet  Germany,  Belgium,  Swit- 
zerland and  Denmark,  to  name  just  a 
few,  have  no  night  discounts  for 
transatlantic  calls. 

So  it  is  going  to  be  an  uphill  battle 
for  atSct's  monopoly- busting.  In  the 
meantime,  transatlantic  telephone 
ser\'ice  will  continue  as  a  sort  of  grant 
in  aid  by  U.S.  consumers  to  European 
go\'ernments.  Here's  what  happens 
now:  Because  rates  from  Europe  to 
the  U.S.  are  on  average  30%  higher 
than  rates  going  the  other  way,  far 
more  transatlantic  calls  originate  here 
than  there.  In  1989,  for  example,  the 
U.S.  sent  350  million  minutes  of  calls 
to  West  German\'  v\'hile  taking  only 
150  million  minutes  going  the  other 
way.  For  the  200-million-minute  dif- 
ference, U.S.  long-disrance  compa- 
nies sent  off  a  check  to  the  German 
telephone  monopoly  for  $167  mil- 
lion. This  compensation,  figured  at 
80  cents  a  minute,  is  far  in  excess  of 
Germany's  true  cost  of  completing 
the  calls.  Thus,  the  U.S.  consumer  is 
subsidizing  Germany. 


Happily,  at8ct  has  an  ally  in  the 
U.S.  Federal  Communications  Com- 
mission, which  has  been  applying 
hea\T  pressure  on  the  European  gov- 
ernments over  the  last  year.  After 
much  stalling,  the  Germans  finally  got 
the  message  and  agreed,  later  this 
year,  to  cut  wholesale  rates  by  17%, 
from  $1.60  a  minute  to  $1.33.  (The 
compensation  rate  is  half  that;  retail 
rates  are  much  higher.) 

AT&T  is  now  asking  the  FCC  to  assist 
by  threatening  to  use  tougher  tactics. 
If  any  nation  were  too  recalcitrant  in 
cutting  long-distance  charges,  then 
the  FCC  would  unilateralh'  chop  the 
per-minute  compensation.  The  for- 
eign telephone  monopoh'  would  start 
getting  smaller  checks,  like  them  or 
lump  them.  The  FCC  has  not  decided 
whether  to  attempt  this  tactic. 

While  AT&'l  continues  its  frontal 
assault  on  rates,  it  has  c]uietly  dropped 
a  few  parachutists  behind  enemy 
lines.  With  the  permission  of  the  local 
monopolists,  it  is  offering  discount- 
ed, U.S. -like  rates  on  certain  calls 
originating  in  Europe.  The  battle  plan 
seems  to  be  this:  Offer  the  rates  initial- 
ly onh'  to  Americans  traveling  abroad 
and  to  Europeans  calling  certain  U.S. 
corporations,  so  that  the  local  tele- 
phone ministr\'  does  not  feel  threat- 
ened. Then  wait  for  word  to  leak  out 
to  Europeans  about  what  a  great  deal 
they  are  missing.  At  that  point  the 


J||^^|[|L  What  the  traffic  will  bear 

AT&T,  U.S.  to  Gemiany^llk^kkkftk^kkkk^  <g  10  S-minute  phone  call,  peak  time 


Germany  to  I 

AT&T,  U.S.  to  France 
France  to  U.S. 

AT&T,  U.S.  to  Spain 
Spain  to 


$6.18 


$7.86 


$6.14 


$19.50 


AT».U.S.t.U.«.    HmiilMIlM,,. 


U.K.  to  U.S. 


$6.50 


Tax  rates  on  long-distance  calls:  U.S.,  3%  federal;  France,  18.6%;  U.K.  15%;  Spain,  12%;  Germany,  none. 
Source:  Logica  UK  Ltd. 

It's  no  surprise  that  more  transatlantic  telephone  calls 
start  in  the  U.S.  than  in  Europe. 
U.S.  rates  would  be  cheaper  if  not  for 
high  access  charges  imposed  abroad. 


Forbes  ■  Februar\'  18,  1991 


101 


«*•** 


WILL  A  SINGLE  EUROPEAN  CURRENCY  CREATE 

BUSINESS  OPPORTUNITIES  THERE,  OR 

JUST  STIFLE  CAPITAL  FORMATION  HERE? 


I-IDS  is  a  reiiisiered  imdcmark  of  Klc(  Ironic  Data  Syslrnis  Corpora  I  ion.   (?)/'>'>/  /■./AS' 


Economic  change  opens  doors  lor  some  and  closes  doors  on  others. 
Companies  with  the  agihty  to  take  advantage  of  change  often  get  a  real  edge 
on  their  competition.  If  voii're  looking  for  a  competitive  advantage  here  in 
the  U.S.,  or  even  if  you're  contemplating  overseas  expansion,  EDS  can  help — 
with  computing  and  communications  systems  that  let  you  respond  faster, 
improve  quality,  and  control  costs. 

IS  MANAGING  YOUR  INFORMATION    MANAGING  YOU? 

Information  that  helps  you  achieve  your  business  goals  is  valuable. 
Information  lot  information's  sake  is  not.  EDS  can  help  evaluate  vour  informa- 
tion lechnologv  to  make  sure  you  get  more  of  the  former  and  less  of  the  latter. 

ARE  YOUR  NEEDS  UNIQUE? 
EDS  has  an  luimatc  hed  record  of  developing  systems  and  software  foi   a 
business's  individual  needs.  Not  off-the-shelf,  one-si/e-fits-all  solutions. 
No  other  systems  developers  have  as  rmich  experience  in  as  man\  business 
areas  as  EDS. 

CAN  YOUR  SYSTEMS  REALLY  BE  INTEGRATED? 

For  over  28  years  we've  been  making  hardware,  software,  connnunic  ations, 
process  and  people  work  together  seamlessly.  \'ou  won't  find  a  s\stems  inte- 
grator with  <i  longi'r  or  better  record  of  results. 

SHOULD  YOU  MANAGE  LESS  AND  LEAD  MORE?  ' 

We  provide  systems  management  foi  giant  industiy  leadeis  and  small  (om- 
panies  on  their  wa\  to  becoming  leaders.  So  we  can  help  manage  your 
information  systems  a  little  oi  a  lot.  We  work  closely  with  vom  people,  to  add 
resources,  new  technologv  and  provide  flexibility,  so  you  (an  focus  on  voui 
core  business. 

CAN  EDS  PUT  INFORMATION  TECHNOLOGY  TO  WORK  FOR  YOU? 

Keeping  your  eyes  on  the  changing  business  environment  has  never  been  more 
important.  And  even  though  you  can't  control  change,  vou  can  take 
advantage  of  it  with  EDS.  To  learn  more  about  how  we  might  help  you,  write 
EDS,  7171  Forest  Lane,  FB2,  Dallas,  TX  75230.  Or  call  (214)  490-2000. 


TAKE      ADVANTAGE      OF      CHANGE  ^^ 


AT&T  Bell  Labs  re- 
searcher Michael 
Prise  with  experimen- 
tal optical  processor 
By  the  end  of  the 
decade, such  de- 
vices may  lead  to 
optical  switching 
gear  that  would 
handle  billions  of 
telephone  calls  per 
minute— vastly 
more  powerful  than 
the  digital  elec- 
tronic switches 
now  manufactured 
by  AT&T  and  its 
competitors. 


AT&T  ship  Long 
Lines,  which  can  lay 
optical  cable 
Capital  costs  for 
an  Atlantic  connec- 
tion: $400  million 
for  80,000  two-way, 
or  only  $5,000  per 
circuit. 


local  bureaucrats  may  find  themselves 
fighting  an  insurrection  at  home  as 
well  as  an  invasion  fi-om  abroati. 

One  way  at8ct  ofiers  cheaper  rates 
is  through  its  international  toll-fi'ee 
800  service.  An  employee  in  Dussel- 
dorf  can  call  headquarters  in  Los  An- 
geles via  an  800  number  and  cut  as 
much  as  40%  off  the  cost  of  calling 
through  the  German  network.  Traffic 
has  tripled  in  two  years. 

Another  wa\'  atSo"  is  offering  cut- 
price  international  service  is  through 
its  USA  Direct  ser  .ice,  aimed  mainly  at 
individuals.  USA  Direct  allows  anyone 
traveling  abroad  to  pick  up  a  phone, 
dial  a  local  access  number  anci  patch 
through  to  an  AT&T  operator,  who 
completes  the  call  to  the  U.S.  That 
five-minute  call  from  Venice  to  Chi- 
cago for  which  the  Italian  goxern- 


ment  charges  $14  costs  just  $11  col- 
lect or  $8  on  the  AT&T  card.  Last  year 
USA  Direct  accounted  for  over  $200 
million  in  calls.  MCI  is  introducing  a 
similar  service. 

To  get  the  European  phone  compa- 
nies to  allow  toll-free  connections  to 
L'SA  Direct  and  the  international  800 
service,  AT&T  had  to  agree  not  to 
market  directly  to  Europeans.  But  it 
didn't  promise  to  keep  the  terrific 
rates  for  Americans  a  state  secret. 
"Europeans  are  starting  to  demand 
more  openness  and  competition," 
savs  Chairman  Allen.  "This  can  onlv 
benefit  AT&T." 

On  the  equipment  side,  AT&T's 
great  strength,  both  in  the  U.S.  and 
Europe,  is  not  its  vaunted  5ESS  digi- 
tal switch,  v\'hich  is  little  more  than  a 
giant  computer,  but  rather  the  propri- 


etar\'  software  that  makes  possible 
services  like  800  and  900  numbers, 
call  forwarding,  telemarketing  and 
teleconferencing — all  the  stuff  of 
dreams  in  much  of  Europe.  Fully  40% 
of  the  engineers  working  at  Bell  Labs 
are  engaged  in  writing  software. 

The  European  equipment  makers 
are  so  worried  that  Pierre  Suard,  chief 
executive  of  France's  giant  Alcatel 
N.V.,  is  enlisting  European  execu- 
tives to  band  together  to  fight  AT&T's 
growth  in  Europe.  Telefonica  de  Es- 
pana  S.A.,  Spain's  largest  telecom- 
munications manufacturer,  told 
Suard  to  get  lost,  but  Italy's  Telettra 
S.p.A.  recently  agreed  to  swap  shares 
with  Alcatel  to  fortif)'  a  defensive 
cartel. 

"This  approach  bv  Alcatel  flies  in 
the  face  of  free  trade  and  of  Europe 
1992,"  says  Allen.  "They  are  fighting 
an  inevitable  trend.  We  know  the 
European  market  and  know  we  will 
be  able  to  win  there." 

Allen  goes  on  to  say,  with  evident 
relish,  that  AT&T's  opportunities 
abroad  are  "virtually  limitless."  From 
almost  a  standing  start  in  1984, 
AT&T's  international  revenues  dou- 
bled, to  $6  billion  last  year,  or  17%  of 
total  revenues.  Within  a  decade,  Allen 
says,  AT&T  should  be  earning  half  its 
re\enues  outside  the  U.S.  And  in  the 
process  of  making  itself  rich,  it  will 
benefit  manv  a  European  and  U.S. 


consumer. 


104 


Forbes  ■  Fcbruan'  18,  1991 


^^jeorig?"'^^-^'^'''^^^ 


OUTlASe  52  VPs 
14  SR  VPs,  4  CFOs 

AND  ONE  m 


ij  Ah  yes,  the  ever-changing  faces  at  the 
office.  Some  with  titles  they're  not  even  aware 
of.  But  nobody  ever  talks  behind  a  Savin  copier's 
back.  They're  so  dependable  they've  been  known 
to  last  twenty  years.  Perhaps  the  only  reason 
you'd  replace  your  old  Savin  copier  is  to  get  your 
hands  on  the  full  range  capability  of  a  new  one, 
H  Take  the  new  Savin  9710,  It  has  all  the 
features  you  need  in  this  don't-give-me-any- 
problems-l-have-to-have-it-or-the-S,O.B,-will- 

©  1991  Savin  Corporation 


fire-me  business  world.  [|||  Like  high  speed  and 
high  volume  performance,  with  a  3700-sheet 
paper  capacity  Seven  preset  enlargement/ 
reduction  modes,  with  an  eighth  you  can  set 
where  you  like.  Automatic  copying  fmm  unburst 


computer  forms  so  you  don't  have  to  stand 
there  contemplating  the  push-pin  holes  in  the 
wall.  A  guidance  display  so  easy  even  the 
interns  can  figure  it  out.  And  a  Job  Card  System 
that  makes  those  tedious  copying  jobs  duck 
soup.[|j  So  here  are  two  suggestions.  Pray 
that  the  S.O.B.  doesn't  resurface  at  your  next 
lob.  And  call  Savin  today  at  1  -800-52-SAVIN.  [j| 

sai/in 


WE  MIND  YOUR  BUSINESS. 
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Banyan  Systems  has  some  snazzy  computer 
networks  that  could  be  sleepers  in 
the  data  communications  business.  But 
Banyan  better  learn  about  marketing. 

Wideifarea 
networks 


By  David  Churbuck 

Chances  are  you'N'e  nc\cr  heard  ot" 
Banyan  Systems  Ine.  of  Westboro, 
Mass.  In  the  $6  billion  personal  com- 
puter networking  business,  pri\atel\' 
held  Banyan,  which  sold  $98  million 
of  its  hardware  and  software  last  \'ear, 
is  a  flyspeck.  But  Banyan  is  a  fascinat- 
ing compan\'  to  watch.  Why?  Because 
it  has  managed  to  grow  into  a  profit- 
able business  with  a  near  total  lack  ot 
marketing — simph'  on  the  strength  of 
its  technology'.  Now  Banyan  is  learn- 
ing a  thing  or  two  abc:)ut  marketing, 
and  that  could  be  dangerous  for  the 
competition,  in  particular  Microsoft, 
No\'ell  and  3Com. 

The  brain  behind  Banyan,  Da\id 
Mahoney,  46,  is  a  tenacious  fireplug 
of  a  man  who  plays  goalie  in  an 
amateur  hockey  league  in  his  spare 
time.  He  studied  biology  at  Merri- 
mack College  and  Boston  Uni\'ersir\' 
and  then  learned  about  computers 
while  using  them  to  do  X-ray  cr\'stal- 
lographic  analysis  at  an  MIT  lab.  After 
a  stint  at  Data  General,  vyhere  he  was 
in  charge  of  data  communications 
products,  Mahoney  quit  his  job  in 
1983  to  found  Banyan  dovyn  the 
street.  He  quickly  raised  $2.7  million 
in  venture  capital,  a  source  t^f  mone\' 
that  has  since  grown  to  a  total  of  $16 
million. 

Until  recently,  the  other  players 
had  an  eas\'  shot  at  Ban\'an\s  business. 
Mahoney  did  a  terrible  job  of  market- 
ing, relying  on  word  of  mouth  to  sell 
Banyan's  high-end,  Unix-based  sys- 
tem. Novell,  3Cx)ni,  Microsoft  and 
IBM  poured  millions  into  advertising 
and  publicirs'  for  their  simpler,  Dos- 
based  networks. 
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President  David  IVIahoney 
Networks  are  getting  bigger, 
more  complex  and  likely  to  have 
computers  of  differing  makes. 


Some  customers  that  took  the  time 
to  research  computer  networks  did 
e\'entuall\'  come  blocking  at  Banyan's 
door.  One  such  bu\'er  was  Continen- 
tal Grain  Co.,  which  needed  to  wire 
together  800  personal  computers  in 
1985.  "We  wanted  some  far-out  stuff 
and  the\'  had  it,  off  the  shelf,"  savs 
Larr}'  Stouder,  Continentafs  manag- 
er of  technical  development. 

But  Continental  Grain  was  the  ex- 
ception. Most  installers  of  networks 
in  the  1980s  bought  the  name 
brands — No\ell  or  3Com — and  used 
those  systems  primarily  to  create  local 
area  networks.  An  accounting  depart- 
ment, for  example,  might  hook  up  a 
dozen  personal  computers  to  share 
files    and    printers.    Banyan's    more 


powerful  Vines  software,  which  can 
seamlessly  attach  PCs  to  minicomput- 
ers and  mainframes  in  different  cities 
in  a  wide  area  network,  wasn't  yet 
needed. 

Now,  in  the  era  of  Unix  and  "open 
systems,"  Banyan  is  well  positioned. 
Networks  are  getting  bigger  and 
more  complex,  and  are  more  likely  to 
combine  computers  of  differing 
makes.  Competitt:)rs  arc  tr\'ing  to  em- 
ulate Ban)'an's  emphasis  on  open  sys- 
tems, but  they  are  behind  Banyan  in 
power  and  tlexibilit\'.  To  take  one 
example:  E\en'  time  a  new  person  or 
printer  or  disk  dri\'e  is  added  to  a 
network,  it  must  be  assigned  a  unique 
name.  In  big  corporations  that  have 
many  far-flung  machines,  keeping 
track  of  all  the  names  is  a  bookkeeping 
nightmare.  Since  its  invention.  Ban- 
van's  software  has  automatically  up- 
dated this  seemingly  mundane  nam- 
ing information  everx'W'here  on  the 
network;  competing  software  has  un- 
til recently  required  changes  to  be 
manually  entered.  Novell  and  Micro- 
soft are  only  now  bringing  their  tech- 
nolog)'  up  to  date. 

For  his  part,  Mahoney  has  bclated- 
1\'  beefed  up  marketing.  He  recently 
brought  in  a  hotshot  from  Compaq, 
James  D'Arezzora,  to  be  the  new  head 
of  marketing,  and  rounded  out  the 
new  team  with  two  high-level  market- 
ers from  archrival  Novell.  Mahoney  is 
channeling  an  astountling  $40  mil- 
lion— or  40%  of  sales — to  improve 
Banyan's  image,  expand  its  interna- 
tional presence  anci  build  relation- 
ships with  network  installers. 

Mahoney  is  learning  new  ways  of 
selling  his  software.  Compaq  discov- 
ered that  Banyan's  Vines  software 
helps  sell  Compaq's  high-end  hard- 
ware, the  Systempro  network  server. 
A  souped-up  version  of  Vines  helps 
the  Systempro  run  a  network  more 
efficiently,  processing  some  requests 
from  network  users  twice  as  fast.  Now 
Compaq  and  its  dealers  help  market 
Banyan's  network  software.  Mahoney 
brags  that  Vines  software  is  in  use  in 
Operation  Desert  Storm  as  part  of  the 
command  and  control  communica- 
tions network. 

Mahoney  says  he  understands  what 
he  did  wrong  in  the  early  days:  "We 
had  a  \'ision  of  where  the  market  was 
going,  but  the  customers  were  work- 
ing at  a  different  pace."  ■■ 
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She  became  the  first  woman 
aviator  to  cross  the  Atlantic,  an  author; 

entrepreneur  and  nurse.  Just  what 
you'd  expect  from  a  fashion  designer. 


With  the  right  combination  of 
bravado  and  talent,  there's  no 
telling  what  you  can  accomplish. 

Nicknamed  "Lady  Lindy,"  Amelia 
Earhart  was  not  only  the  first  woman 
to  fly  solo  across 
-A'\\(\W     the  Atlantic,  she  held 
women's  speed  and 
distance  records. 
As  a  nurse 
during  World 
War  I,  Earhart 
began  her  cause  for  human 
rights.  Her  accomplishments  in  the 
air  moved  her  to  pen  three 
best-selling  books. 

She  served 
as  aviation 


editor  for 
Cosmopolitan 


T        L        A 
0         C 


and  designed  and  marketed  a  line  of 

luggage.  She  founded  two  successful      together,  they  can  provide 

airlines  and  created  fashions  for  technologically  advanced  solutions  to 

top  department  stores  like  Macy's  and      a  variety  of  communication  problems. 

Marshall  Field's. 


If  you  understand  how 
Amelia  Earhart  combined 
many  talents  in  her  pursuit  of 
excellence,  you'll  understand 
the  commitment  of  BellSouth. 
Individually,  the  various 
companies  of  BellSouth 

are  considered  to  be 

among  the  best 

in  their  field. 

Brought 


HERE'S  HOW  BELLSOUTH  INTEGRATED  MANY 
TALENTS  TO  HELP  THE  HEALTH  CARE  INDUSTRY. 

Developed  a  systemjor  electronic  insurance  claims 
processing  utilizing  an  advanced  interactive  network, 
reducing  overhead  costs  and  handling  time. 

Created  disaster  recovery  systems  employing  net- 
work and  cellular  services. 

Designed  an  interactive  network  linking  medical 
centers,  physician  groups,  insurance  companies  and 
employers  to  achieve  a  significantly  higher  level  of  cost 
effectiveness  in  the  provision  oj  services. 


Senior  industry  executives  have 
named  BellSouth  the  most  admired 
telecommunications  company  in 
America  for  the  past  twoV 
years  in  an  annual  Fortune 
magazine  survey. 

Which  means 
if  you're  looking  at 
your  ovm  needs,  the 
companies  of 
BellSouth  may 


Telecommunications      Information  Services      Mobile  Communications      Advertising  Services 


Everything  you  expectjrom  a  leader 
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COMPUTERS/COMMUNICATIONS 


Here  comes  IBM 


COMMENTARY  BY  RICHARD  A.  SHAFFER 


Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


Most  people  still  think  mainframes 
when  they  think  IBM,  even  though  less 
than  one-third  of  irm's  $69  billion  in 
corporate  revenues  last  year  came 
from  large  computer  systems.  As  a 
result,  investors  may  be  missing  an 
opportunity'  in  the  year  ahead.  In- 
deed, in  recent  years  IBM  has  become 
the  dominant  factor  in  minicomput- 
ers as  well  as  the  largest  single  manu- 
facturer of  microcomputers. 

IBM  is  much  more  than  just  main- 
frames. At  the  low  end,  although  its 
PS/1  received  mixed  reviews  as  a 
home  computer,  irm's  PS/2  desktop 
line  has  been  expanded  to  the  point 
that  it  now  offers  something  worth) 
for  almost  every  t)'pe  of  customer. 
Most  recently  IBM  introduced  a  server 
that  reviewers  arc  comparing  favor- 
ably with  the  Systempro  from  Com- 
paq Computer,  the  leader  in  the 
$3  billion  server  market.  IBM  also  has 
stopped  losing  share  of  the  desktop 
computer  market. 

There  are  signs  that  IBM  is  begin- 
ning to  understand  where  it  has  gone 
wrong  in  portable  computers,  and  it 
almost  certainly  will  be  one  of  the 
major  forces  in  the  emerging  market 
for  notebook-size  computers  that  can 
read  handwriting. 

In  workstations,  IBM  has  surprised 
even  its  most  ardent  supporters.  After 
two  failures,  the  company  tried  again 
last  year  with  a  workstation  built 
on  so-called  reduced-instaiction-set 
computing,  and  sales  are  running  two 
to  four  times   higher  than  outside 


analysts  had  predicted.  This  will  be 
IBM's  first  full  \'ear  of  sales  for  the  new 
workstations.  Last  year  IBM's  Rise 
System/6000  workstations  generated 
more  than  $1  billion  in  sales. 

The  real  surprise,  however, "  has 
come  in  minicomputers,  another  sup- 
posedly moribund  area  of  computing. 
Mind  you,  I'm  not  optimistic  about 
such  minicomputer  companies  as 
Data  General  and  Wang  Laborato- 
ries. Moreover,  1991  promises  con- 
tinuing diftkulties  in  midsize  systems 
for  Hewlett-Packard  and  Digital 
Equipment  Corp.,  whose  allegiance 
to  proprietar\'  products  has  made  it 
hard  for  them  to  pla\'  effecti\ely  in  the 
fast-growing  industr)'-standard  sys- 
tems business,  although  both  have 
begim  to  embrace  standards.  Despite 
xarious  reorganizations,  neither  com- 
pany has  \'et  brought  its  cost  and 
overhead  fully  into  line  with  the  com- 
petition. In  addition,  both  have  con- 
fused customers  with  product  lines 
that  compete  with  themselves  or  use 
different  operating  systems. 

Yet  there  is  growth  in  minicomput- 
ing — virtually  all  from  IBM.  Although 
IBM's  AS/400  series  of  midrange  sys- 
tems overlaps  the  high  end  of  the 
company's  desktop  product  line  and 
the  low  end  of  its  mainframes,  IBM 
has  done  such  a  good  job  of  explain- 
ing the  differences  that  sales  of  the 
AS/400  series  have  risen  more  than 
10%  in  each  of  the  three  years 
since  its  introduction.  That's  much 
greater  than  the  growth  of  any  family 
of  minicomputers  from  other  systems 
manufacturers. 

Meanwhile,  as  I  have  said  here  be- 
fore, the  mainframe  business  isn't 
dead,  although  you  wouldn't  know 
that  from  the  shares  of  the  traditional 
mainframe  companies,  which  are 
fetching  their  lowest  prices  in  years. 
Unisys  is  trading  at  20%  of  book 
value.  Amdahl  is  trading  at  eight 
times  earnings.  Even  IBM,  the  most 
popular  of  the  lot,  is  trading  at  a  mere 
1 1  times  earnings  in  a  market  that 
values  the  S&l'  500  at  almost  1 3  times 
earnings. 

Most    mainframe    companies    arc 


suffering.  But  IBM,  which  still  earns 
about  half  of  its  profits — or  $3  billion 
last  year — from  these  big  computers 
and  all  the  attendant  software  and 
peripherals,  is  poised  to  pick  up  some 
market  share  at  the  expense  of  its 
competitors.  Worldwide,  mainframe 
revenues  are  shrinking,  and  discounts 
are  almost  always  required  to  close  the 
sale.  Competition  also  is  increasing 
among  makers  of  mainframes.  In  ad- 
dition, desktop  computer  systems  are 
taking  away  some  mainframe  sales.  I 
see  no  changes  ahead  in  those  trends. 

Howexer,  last  fall  IBM  greatly  en- 
hanced its  most  powerfiil  computers, 
and  the  start  of  a  new  product  cycle 
will  soon  begin  to  produce  big  results.; 
IBM  won't  ship  many  computers  in  its 
new  family  of  so-called  Summit  sys- 
tems until  late  in  the  year.  Early  cus- 
tomers, ho\ve\'cr,  are  impressed  by 
the  power  of  the  new  machines  and  by 
their  abilit}'  to  share  information  with 
other  computers.  Both  of  those  quali- 
ties should  help  the  Summit  main- 
frames act  as  powerful  servants  in 
networks  of  smaller  computers,  assist- 
ing the  smaller  machines  instead  of 
being  replaced  by  them. 

By  one  important  measure — unit 
shipments — mainframe  sales  are  actu- 
ally rising,  not  falling.  In  the  last  five 
years  the  number  of  systems  has  risen 
modestly,  to  27,269  from  22,719, 
according  to  a  survey  by  Computer 
Intelligence,  a  research  company.  An 
alternative  measure  of  mainframe  de- 
mand, however,  is  the  cumulative 
processing  power  of  those  shipments, 
usually  expressed  as  billions  of  in- 
structions per  second,  or  BIPS.  In  the 
last  five  years  the  power  of  new  main- 
frames from  IBM  and  compatible  man- 
ufacturers has  risen  to  320  bips  from 
86.  That's  a  compound  annual 
growth  of  30%.  So  much  for  the 
death  of  the  mainframe. 

For  now,  IBM's  potential  is  ob- 
scured by  the  war  and  the  recession. 
The  company's  shares  are  primarily 
being  held  defensively.  As  global  con- 
ditions begin  to  improve,  howexer, 
IBM  will  be  one  of  the  first  stocks  to 
benefit.  One  reason  is  that  its  large 
capitalization  is  so  attractive  to  the 
financial  institutions  that  will  be  rush- 
ing back  into  the  securities  markets. 
In  addition,  there  is  real  strength  in 
the  company's  computers,  be  they 
micro,  mini  or  mainframe.  WM 
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You  get  what  you  don't  pay  for. 


^Introducing  the  NEC  UltraLite"  286F  note-  ^Atypical  proportions 


book  computer.  The  best  value  in  notebooks. 

Buy  a  typical  notebook  computer  and  you 
get  exactly  what  you  pay  for. 
A  typical  notebook 
computer. 

Buy  the  Ultra 
Lite  286F  notebook, 
however,  and  you  get 
considerably  more  than 
you  pay  for. 
^Atypical  screen 


Speaking  of  getting  around,  the  UltraLite 
286F  is  actually  small  and  light 
enough  to  fit  com- 
fortably in  your 
briefcase. 
^Atypical  for  anyone 
but  NEC 


The  UltraLite  286F  screen, 
for  instance.  Instead  of  the 
usual  blue  LCD,  you  get  a  black 
and  white  LCD  double  scan  CGA 
screen.  So  there's  greater  contrast 
for  optimized  text  readability.  In  fact, 
text  fonts  appear  as  clear  as  they  do  on  a 
VGA  LCD  screen. 
^Atypical  battery  life 

You  can  use  the  UltraLite  286F  for  virtually 
an  entire  coast  to  coast  flight,  thanks  to  a  battery 
life  that's  twice  as  long  as  most  other  notebooks'. 


CiC 

Compulers  and  Commumcarions 


You  also  get  standard 
features  like  an  internal 
3.5"  floppy  disk  drive  in 
addition  to  a  20MB  hard  disk 
drive.  An  80C286  processor  run- 
ning at  12MHz  with  1MB  of  RAM 
expandable  to  SMB.  Not  to  mention 
connectivity  options  including  serial, 
parallel,  CRT  and  external  disk  drive 
/  ports. 

In  short,  it's  totally  unheard  of  for  anyone 
else  to  give  you  so  much  in  such  an  affordable 
computer. 

But  for  NEC?  It's  very  typical. 
For  product  literature  or  location  of  your 
nearest  dealer  call  1-800-NEC-INFO. 
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Do  you  find  roller  coasters  too  tame?  Wait  until  you 
try  a  ride  that  aspires  to  "virtual  reality." 

Fooling  the 
iimer  eair 


By  Seth  Lubove 


f  Passengers  in 
I  "Escape  to  Planet 
5  Earth,"asimula- 
I  tor  ride  at 
Ridewerks 
Tricking  the 
viewer  into 
tliinking  he  is 
on  an  alien 
planet. 


Moments  after  I  strap  myself  into  a 
silver  DeLorean  sports  car,  I'm  jolted 
by  a  loud  crash.  Then  an  explosion 
fills  the  evening  sky  with  white  light 
and  my  car  pitches  back  and  acceler- 
ates wildly.  Now  I'm  airborne — fly- 
ing over  buildings  and  under  futuris- 
tic elevated  pedestrian  passageways, 
heading  inexorably  toward  a  clock 
mounted  on  the  top  of  a  building  in  a 
town  square. 

Unable  to  control  this  car,  I  blast 
through  the  clock  only  to  emerge — 
get  this — in  the  middle  of  the  Ice  Age. 
In  rapid  succession,  I  fly  through  a 
volcano  and  into  the  waiting  jaws  of  a 
hungry  Tyrannosaurus  rex. 

No,  I'm  not  on  dope.  This  imagi- 
nary but  realistic  adventure  is  a  proto- 
type of  a  $40  million  attraction  based 
on  the  hit  film  trilogy  Back  to  the 
Future,  in  which  Michael  J.  Fox 
played  a  teenage  time  traveler  in  a 
souped-up  DeLorean.  The  ride  is  set 
to  open  this  spring  at  MCA/Rank  Or- 
ganisation's Universal  Studios  Flori- 
da theme  park  in  Orlando. 

New  attractions  like  this,  combin- 
ing an  actual  ride  with  visual  and 
audio  effects,  are  the  hottest  thing  to 


hit  the  amusement  park  since  loop- 
the-loop  roller  coasters.  By  tricking 
the  body  into  thinking  it's  experienc- 
ing sensations  like  flat-out  accelera- 
tion, zero-gravity  free-falls  and  high- 
impact  crashes,  simulators  can  pick  up 
where  roller  coasters  leave  off"  and 
deposit  riders  on  the  surface  of  an 
alien  planet  or,  as  in  a  popular  ride  at 
Disneyland,  Tokyo  Disneyland  and 
Disney-MGM  Studios  theme  park,  put 
you  inside  a  spacecraft  in  Star  Wars' 
memorable  high-speed  aerial  chase 
through  the  man-made  valleys  of 
Darth  Vader's  Death  Star.  Other  pos- 
sibilities? A  standing  joke  in  the  in- 
dustry is  that  the  technology  will  soon 
be  adapted  to  porn. 

"We're  heading  into  the  feelics," 
says  Douglas  Trumbull,  the  special 
effects  director  who  got  $16  million 
from  Universal  to  create  the  film  for 
the  Back  to  the  Future  ride,  and  whose 
special  effects  photography  was  seen 
in  2001  :A  Space  Odyssey,  Star  Trek  and 
Blade  Runner.  In  just  the  last  few 
years,  more  than  300  simulators  have 
been  installed,  mostly  at  theme  parks 
and  shopping  malls. 

Surprisingly,  flight  simulators  and 


amusement  parks  have  had  a  symbiot- 
ic relationship  that  goes  a  long  way 
back.  Edwin  Link,  a  Binghamton, 
N.Y.  maker  of  pipe  organs  and  flight 
simulators,  built  a  ride  that  crudely 
simulated  flight  in  the  1930s.  Link's 
invention  evolved  into  the  interactive, 
computer-controlled  machines  used 
now  to  train  military  and  commercial 
pilots;  he  eventually  sold  his  flight 
simulator  company  to  Singer  Corp. 

Simulators  work  by  using  fancy 
visuals  and  moving  theaters  that  fool 
the  part  of  the  inner  ear  that  senses 
equilibrium  into  thinking  it's  hurtling 
through  space  or  racing  a  car. 

Amusement  park  simulators  have 
their  limitations,  though.  They  aren't 
vet  interactive — that  is,  all  the  passen- 
ger can  do  is  sit  back  and  enjoy  the 
ride.  But  that  will  change.  "Virtual 
reality"  is  an  experimental  technology 
that  enables  someone  wearing  special 
goggles  and  gloves  to  enter  simulated 
environments  in  which  he  or  she  can 
react  (Forbes,  Feb.  5,  1990).  Virtual 
reality  is  coming  to  the  amusement 
parks  soon. 

One  of  the  companies  that  is  cur- 
rently putting  simulators  there  is 
Doron  Precision  Systems  Inc.  of 
Binghamton,  N.Y.  From  the  outside, 
the  SR2  simulator  at  Doron's  head- 
quarters looks  like  a  windowless  fiber- 
glass van  mounted  on  three  hydraulic 
pistons.  Inside  is  a  I2-seat  theater  in 
which  images  of  New  York  City 
streets  are  being  projected  onto  a 
screen.  I'm  sitting  in  the  back  seat  of  a 
yellow  cab.  What  makes  this  ride  be- 
lievable are  the  potholes,  produced 
with  a  few  well-timed  rocks  and 
lurches,  and  sound  and  wind  effects 
coming  from  speakers  and  fans.  By 
the  end  of  the  ride,  my  stomach  feels 
as  queasy  as  it  does  after  the  real  thing. 

Ridewerks,  a  division  of  Burbank, 
Calif -based  Iwerks  Entertainment, 
builds  simulator  theaters.  There  for- 
mer Disney  special  effects  man  Doron 
Golan  (no  relation  to  Doron  Preci- 
sion Systems)  sits  at  a  console  and 
watches  the  same  4-minute  film  sever- 
al times.  Using  a  personal  computer, 
he  programs  Ridewerks'  two-scat,  ac- 
cordion-like hydraulic  simulator  to 
tilt,  rise  and  roll  according  to  the 
motion  he  sees  on  the  film.  Says  Stan- 
ley Kinsey,  Iwerks'  chief  executive: 
"Our  goal  is  to  create  a  whole  new 
motion  picture  industry."  ^ 
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Only  Ultravisiotf  could  fool  these  experts. 
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No  ordinary  big  screen  television  could  fool  these  discerning  eyes.  It  takes  the 
ultimate  in  color  accuracy  and  picture  sharpness  achieved  by  Hitachi's  Ultravision. 
The  only  TV  with  850  lines  of  resolution,  it  also  has  a  lifetime  lens  warranty  And 
with  built  in  3  way  Surround  Sound  including  Dolby,"  il  sounds  true  lo  life,  too. 
Call  1 800  HITACHI  and  find  out  where  to  rxpcrienco  Ultravision  lor  yourself. 
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lENCE  &  TECHNOLOGY 


Ecowatts 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Mantiattad 
Institute,  is  the  author  of  Liability:  The  Legal 
Revolution  and  Its  Consequences. 


Thumb  through  the  January/Feb- 
ruary issue  of  Sierra,  the  official 
magazine  of  the  Sierra  Club,  and 
you  will  see  not  a  single  word  of 
praise  for  electricit}'.  That's  strange. 
Nature  lovers  should  adore  this 
form  of  energy.  By  consuming  more 
fuel  in  electric  power  plants,  this 
country  could  save  energy  and  slash 
pollution. 

The  engineering  and  environmen- 
tal logic  of  power  plants  is  hinda- 
mental.  But  the  paradox,  unfortu- 
nately, is  just  too  rich  for  most 
policy  pundits.  The  Department  of 
Energy  didn't  grasp  it  in  its  recently 
completed  "National  Energy  Strate- 
gy," or  so  one  surmises  from  press 
summaries  of  that  still  unpublished 
document.  The  Sierra  Club  and  17 
other  organizations  of  similar  con- 
viction did  worse  still,  insisting 
in  a  recent  letter  to  the  President  that 
we  should  "stabilize  national  elec- 
tricity demand"  by  1996.  Last 
month  three  of  the  nation's  richest 
charitable  foundations  allocated  $20 
million  to  promote  just  that  mis- 
guided end. 

The  big  central  power  plant — al- 
ways depicted  as  belching  smoke  or 
seeping  radiation — has  long  been  the 
greens'  favorite  target.  But  people 
concerned  about  energy  efficiency 
and  pollution  control  should  be 
clamoring  for  more  electricity,  not 
less.  It  is  more  cfTicient,  and  a  whole 
lot  cleaner,  to  burn  fi.icl  and  distrib- 
ute electricity  than  to  refine  fuel  and 
distribute  gas  or  gasoline.  The  num- 


bers work  out  pretty  much  the  same 
whether  you're  driving  a  car  or  dr\'- 
ing  spaghetti. 

If  you  have  to  cut  grass  for  two 
hours,  use  an  electric  rather  than  a 
gasoline  lawn  mower.  Cook  a  2- 
pound  meatloaf  in  a  microwave  rath- 
er than  a  gas  oven.  Dr)'  the  paint  on 
a  new  car  with  ultraxiolet  light  rath- 
er than  gas  heat.  Turn  off  your  oil 
furnace  for  two  hours  and  heat  vour 
home  with  an  electric-powered  heat 
pump  instead.  Or  drive  9  miles  to 
work  in  a  car  powered  with  electric- 
ity rather  than  gasoline. 

Each  of  these  switches  redirects 
fiiel  consumption  from  a  small, 
wasteful,  dirtv,  end-of-the-line  burn- 
er to  a  large,  efficient,  comparatively 
clean  one  in  a  central  power  plant. 
By  burning  the  same  fossil  fuel  in  a 
much  more  efficient  central  power 
plant,  each  of  these  switches  will  save 
about  a  pint  of  gasoline  or  the  equiv- 
alent, and  so  avoid  emitting  about  2 
pounds  of  carbon  dioxide.  Emissions 
of  nitrogen  oxides,  unburned  hydro- 
carbons, and  carbon  monoxide  will 
be  reduced  by  90%  or  more.  The 
numbers  are  set  out  in  a  report, 
Ecowatts:  The  Clean  Switch,  prepared 
recently  by  Science  Concepts,  Inc., 
of  Chevy  Chase,  Md. 

For  conservation  and  cleanliness, 
the  mix  of  fiaels  and  distribution 
systems  matters  much  more  than 
marginal  changes  in  the  efficiency  of 
each  type  of  use.  Drying  paint  or 
newsprint,  or  heating  food,  can  be 
done  far  more  efficiently  with  mi- 
crowaves or  ultraviolet  light,  be- 
cause the  radiation  is  tuned  or 
aimed  to  heat  just  the  right  thing. 
Electric  planes — which  are  flown  at 
ground  level  and  called  magnetically 
levitated  trains — could  save  70%  on 
energy  and  pollution  costs  per  pas- 
senger mile.  A  heat  pump> — a  refrig- 
erator running  in  reverse — uses  only 
one  unit  of  electrical  energy  to  de- 
liver three  to  seven  units  of  heat 
(two  to  six  squeezed  from  the  cold- 
er outside  air)  into  the  warmer 
house.  If  you  need  to  cut  James 
Bond  in  half,  and  want  to  be  envi- 


ronmentally sensitive  about  it,  use  a 
laser,  not  a  blow  torch. 

Electric  dryers,  ovens,  motors, 
smelters  and  cutters  are  the  most 
readily  aimed,  metered,  tracked, 
traced,  controlled  and  turned  off. 
Aiming,  metering  and  such  allow 
you  to  slash  waste.  Combine  elec- 
tronic sensors  and  smart  controllers 
with  sensible  peak-load  pricing  of 
electricit}',  and  you  can  smooth  out 
demand,  too.  Which  then  makes 
electricit}'  even  cheaper,  cleaner  and 
more  efficient.  There  are  plenty  of 
positive-sum  solutions  out  there, 
which  will  deliver  more  light,  loco- 
motion, and  material  with  less  ener- 
gy and  pollution.  Large,  centralized 
electric  power  stations  figure  in 
most  of  them. 

This  kind  of  thinking  rarely  fig- 
ures in  the  central  planners'  gloomy 
visions  and  no-growth  prescrip- 
tions, however.  One  or  two  occa- 
sionally wave  around  a  supereffi- 
cient,  $20  light  bulb,  but  most  also 
vehemendy  denounce  anything  that 
might  boost  demand  for  power  by 
substituting  electricity  for  other  fii- 
els.  But  conservation  initiatives  that 
assume  existing  technologies  and 
fuel  mixes  are  going  to  achieve  lit- 
tle, and  will  actually  prove  counter- 
productive if  they  reduce  flexibility 
and  entrench  the  status  quo. 

The  bureaucrats  and  greens  don't 
like  flexibility;  they  always  come  up 
with  rigid,  fragmented  shopping 
lists  instead.  One  committee  says 
reduce  lawn  mower  emissions,  an- 
other suggests  curtailing  electricity 
consumption;  there's  no  committee 
in  charge  of  connections  and  contra- 
dictions. Anybody  who  dared  sug- 
gest that  we  should  produce  more 
electricity,  and  sell  it  cheaper,  would 
be  dismissed  as  a  dangerous  crank, 
much  like  the  idiot  who  thought  we 
could  raise  revenues  by  cutting  mar- 
ginal tax  rates.  But  then  that's  just 
what  we  did. 

National  strategies  are  all  very 
well.  But  if  you  care  to  do  some- 
thing personally  to  cut  pollution, 
plug  in  the  electric  heat  and  stop 
burning  wood,  then  lift  your  burger 
out  of  the  gas-heated  frying  pan  and 
stick  it  in  the  microwave  fire.  What- 
ever the  greens  may  try  to  tell  you, 
you  can  burn  those  extra  watts  with 
a  smile.  ^M 


112 


Forbes  ■  February  18,  1991 


R)urlne5q)ensive\\^ 
To  Get  Flat  Faxes. 


li^aiicm,  your  laid  but  i(  will  \ca\c  l\\m  moisi 
oratnmnt,  burnt. 
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And  everything  else  inyourojjice. 


The  new  Minoliujax  1000 
will  give  you  crisp,  easy-to-write-on  faxes  thai  won't  curl 


The  way  plain  paper  faxes  are  priced,  you  may  find  yourself  considering  some  crazy  ways  of 
getting  manageable,  easy-to-write-on  faxes.  Fortunately  with  the  new  and  affordable  Minoltafax  1000, 
you  won't  have  to. 

The  Minoltafax  1000  can  be  used  with  any  fax  or  as  a  stand-alone  receiver.  It  s  even  loaded  with 
teatures  like  60-page  memory,  500-sheet  paper  capacity  and  a  disposable  Imaging  Cartridge. 
Barbara  champney  So  if  buyiug  au  expcuslve  plain  papcr  fax  isn't  an  option,  give  us  a  call  at  1  -800-USA-DIAL, 

^"*72[^/'™'^    ext.  777.  We  think  you'll  see  that  the  Minoltafax  1000  is  not  only  ^^ 

More  Productive  ojjice"    the  best  alternative,  it's  the  only  one.  ?       ^ 
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ED TfD  BY  WIUAM  G.  FLANAGAN 


The  Securities  Investor  Protection  Corp.  is  supposed 
to  protect  investors  the  way  federal  deposit  insurance 
protects  bank  depositors.  And  that 
is  what  has  investors  nervous. 

How  solid  is  SIPG.^ 


By  Michael  Fritz 

When  penny  stock  hustler  Blinder, 
Robinson  &  Co.  collapsed  last  July, 
the  brokerage  firm's  227,000  custom- 
ers were  left  holding  their  breaths. 
Would  the  Securities  Investor  Protec- 
tion Corp.  (known  as  "sipick")  come 
to  their  rescue.'' 

The  20-year-old  SIPC  ftind  is  sup- 
posed to  make  sure  that  investors  get 
back   securities    and    cash 
held  by  their  brokers  if  they     ^^^^ 
fail.  The  amount  covered  is 
$500,000,  with  a  cash  max- 
imum of  $100,000  (see  box, 
p.  115). 

In  terms  of  number  of 
customers.  Blinder,  Robin- 
son was  the  largest  broker- 
age firm  in  history  to  go 
into  SIPC  liquidation,  and 
there  was  some  fear  that  the 
failure  would  undermine 
SIPC.  After  all,  SIPC  has  only 
$570  million  in  its  coffers, 
plus  a  $500  million  line  of 
credit  with  14  major 
banks — a  cushion  of  barely 
$1  billion.  (It  also  has  a  $1 
billion  standby  line  of  cred- 
it with  the  Treasury,  but 
this  can  only  be  activated  by 
the  Securities  &  Exchange 
Commission  and  siPC  can- 
not count  on  the  money.) 

In  Blinder's  case,  that  $  1 
billion  cushion  amounted 
to  less  than  $5,000  per  customer.  Yet 
each  was  nominally  covered  for  up  to 
$500,000.  Fortunately,  Blinder's  cus- 
tomer records  were  in  better  shape 
than  the  companies  it  promoted.  Cus- 
tomers liave  been  getting  back  the 
cash  trapped  in  dieir  accounts,  albeit 
widi  delays  averaging  three  months 
after  a  claim  is  filed.  (Interest  on  cash 
is  not  covered.) 

And  most  customers'  securities  cer- 
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tificates  are  safely  in  place  with  trans- 
fer agents.  In  all,  it's  estimated  that 
SIPC  is  out  only  $2  million  on  the 
Blind  'em  and  Rob  'em  liquidation  so 
far.  And  most  of  that  will  likelv  be 
recovered. 

Does  this  mean  that  no  one  should 
worrv'  about  SIPC?  It  does  not. 

In  October  SIPC  released  a  good- 


news-bad-news  study  by  the  account- 
ing firm  Deloitte  &  Touche.  The  pos- 
itive conclusion:  siPC's  current  insur- 
ance reserves  and  bank  credit  line 
could  cover  as  large  and  unlikely  an 
event  as  the  failure  of  $64  billion 
(assets)  Merrill  Lynch. 

But  the  bad  news  was  that  the  siPC 
ftind  isn't  big  enough  to  deal  with  a 
major  panic.  A  catastrophe  of  such 
magnitude   as   to   take   out  Merrill 


Lynch  could  cost  a  total  of  $1.24 
billion  and  wipe  out  the  entire  SIPC 
hand.  True,  about  half  the  outlay 
would  likely  be  recovered  during  the' 
course  of  the  liquidation.  Even  so, 
there  wouldn't  be  enough  left  to  cover 
another  big  disaster — and  a  crisis  bad 
enough  to  force  one  big  firm  out  of 
business  would  surely  hurt  the  system 

as  a  whole. 
^^^'~  Deloitte  &  Touche  also 
cautioned  that  while  the 
SIPC  ftind  stands  at  a  histor- 
ic high,  firms  are  much  big- 
ger than  they  used  to  be.  So 
past  experiences  on  liquida- 
tion costs  shouldn't  be  used 
as  a  guide  for  the  ftiture.  In 
1973,  for  example,  the  top 
ten  brokers  held  27%  of 
industry  capital.  Today  the 
ten  largest  firms  control 
over  60%  of  the  industry's 
$39  billion  capital  base. 

And  not  only  are  the 
firms  bigger,  they  have 
been  engaged  in  riskier 
businesses  that  have  noth- 
ing to  do  with  brokerage. 
E.F.  Hutton,  Drexel  Burn- 
ham  Lambert  and  Thom- 
son McKinnon  all  went 
down  the  tubes  in  part  be- 
cause of  losses  incurred  in 
activities  like  index  arbi- 
trage, underwriting  and 
bridge-loan  financing. 

None  of  these  failures  required  SIPC 
to  step  in  because  the  firms  had  either 
sold  their  brokerage  operations  be- 
fore going  under  or  merged  with  a 
healthy  competitor.  But  what  would 
happen  if  there  were  no  buyers? 

Here's  something  else  to  worry 
about:  Brokerage  firm  failures  would 
have  been  dramatically  worse  last  year 
if  a  number  of  parent  holding  compa- 
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nies  had  not  rescued  their  ailing  sub- 
sidiaries. During  1990  American  Ex- 
press, General  Electric,  Prudential  In- 
surance and  Credit  Suisse  injected  a 
total  of  around  $3  billion  into  their 
brokerage  subsidiaries.  But,  warns 
Perrin  Long,  a  securities  analyst  with 
Lipper  Analytical  Services:  ''At  some 
point  there  may  come  a  day  when  the 
parent  throws  up  its  hands  and  refuses 
to  put  up  more  money." 

While  generally  comfortable  with 
SiPC's  resources.  Securities  &  Ex- 
change Commission  Chairman  Rich- 
ard Breeden  told  the  Senate  subcom- 
mittee on  securities  in  January  that 
the  Commission  would  like  to  see  the 
fijnd  get  bigger.  No  one  wants  to  ask 
the  Treasury  to  bail  out  Wall  Street. 
"The  Administration  has  made  mani- 
fest its  concern  about  federal  guaran- 
tees," says  Michael  Prell,  director  of 
research  at  the  Federal  Reserve  and  a 
member  of  siPC's  board  of  directors. 
"Its  pretty  clear  that  it  is  not  fashion- 
able to  be  thinking  about  turning  to 
the  public  trough." 

So  SiPC's  directors  are  under  pres- 
sure to  build  the  fiind's  reserves.  The 
question  is:  how?  Currently,  Wall 
Street  brokerage  houses  pay  0. 19%  of 
their  annual  revenues  as  premiums  to 
SIPC.  That  raised  an  estimated  $60 


million  last  year.  The  assessment  ratio 
could  be  raised,  but  some  giant  firms, 
including  Merrill  Lynch  and  Shear- 
son  Lehman  Brothers,  are  concerned 
about  the  assessments  they  now  pay. 

A  securities  industr\'  working 
group  headed  up  by  officials  from 
Merrill  Lynch  and  Goldman,  Sachs 
has  been  holding  informal  talks  with 
top  SIPC  officials  over  two  less  costly 
options  to  build  siPC's  ability  to  cope 
with  disasters. 

One  scheme  calls  for  increasing 
SiPC's  $500  million  credit  line.  The 
other  approach  would  require  bro- 
kers to  purchase  Treasury  bonds  and 
deposit  them  with  SIPC,  in  lieu  of 
some  of  their  annual  payments  to  the 
fiand.  In  an  emergency,  SIPC  could 
cash  in  bonds.  When  SiPC's  reserves 
grow  to  $1  billion,  perhaps  in  1995, 
the  agency  would  begin  returning  the 
bonds.  SIPC  is  expected  to  respond  to 
the  proposals  when  its  board  meets 
Feb.  27. 

Where  does  all  this  leave  investors? 
Pretty  much  in  the  same  position  as 
bank  depositors.  Securities  with  a  val- 
ue of  up  to  $500,000  (including 
$100,000  in  cash)  are  safe,  assuming 
there  is  no  widespread  panic.  For 
most  people,  there  is  no  need  to  take 
physical  possession  of  certificates. 


What  if  the  value  of  securities  and 
cash  in  vour  account  is  above  siPc's 
$500,000  limit?  Your  broker  proba- 
bly carries  supplemental  coverage. 
Many  large  firms  now  carry  policies 
that  protect  customers  for  $2  million 
to  $9.5  million  in  losses  not  covered 
by  SIPC.  Note,  however,  that  these 
policies  do  not  include  cash  coverage, 
so  it's  still  a  good  idea  to  keep  your 
brokerage  account  cash  balances  un- 
der $100,000. 

And  remember,  your  supplemental 
insurance  is  only  as  good  as  the  insur- 
ers offering  it. 

If  the  value  of  your  securities  ex- 
ceeds the  limits  of  both  siPC  and 
private  coverage,  you  might  consider 
putting  some  securities  in  a  custodial 
account  in  a  bank. 

An  important  final  note:  If  you 
have  been  getting  around  the  SIPC 
coverage  limits  by  holding  multiple 
brokerage  accounts,  pay  close  atten- 
tion to  what  the  FOIC  docs.  If  the  FDIC 
ends  multiple  account  coverage — by, 
for  example,  insuring  each  Social  Se- 
curity number,  instead  of  each  ac- 
count, for  $100,000  in  deposits — 
then  SIPC  might  well  follow.  The 
Treasury  Department  is  supposed  to 
submit  its  FDiC  coverage  proposals 
this  month.  ^M 


How 

SIPC 

works 


Besides  offering  insur- 
ance, the  Securities  Inves- 
tor Protection  Corp. 
monitors  the  financial 
health  of  brokerage  firms. 
The  nonprofit,  private  cor- 
poration reviews  reports 
from  the  Securities  &  Ex- 
change Commission,  the 
National  Association  of  Se- 
curities Dealers  and  the 
stock  exchanges,  which 
must  notify  the  agency 
whenever  a  firm  approach- 
es financial  difficulty. 
Once  SIPC  determines  cus- 
tomer accounts  are  at 
risk,  it  then  obtains  a  feder- 
al court  order  to  shut 
down  the  company  and  liq- 
uidate it. 

SIPC  doesn't  guarantee 
your  securities'  value,  just 
that  you'll  get  them  back. 

If  the  brokerage  has  a 


substantial  number  of  ac- 
counts, SIPC  usually  tries 
to  arrange  a  "bulk  transfer," 
in  which  all  the  failed 
firm's  accounts  arc  trans- 
ferred to  another  firm.  In 
that  case,  customers  can  of- 
ten gain  access  to  their  ac- 
counts within  30  days.  But 
if  there  are  no  takers,  or 
the  brokers'  books  are  a 
mess,  the  accounts  can  re- 
main frozen  for  as  long  as 
six  months  while  SiPC 
mails  out  claim  notices  and 
processes  each  account. 

Courts  usually  require 
customers  to  submit  claims 
within  60  days.  Missing 
this  deadline  can  cause  you 
to  partially  forfeit  your 
rights  to  securities  held  in 
the  broker's  street  name. 

"This  isn't  the  kind  of 
thing  that  should  be  put 
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aside,"  says  Theodore 
Focht,  SI  PC's  president. 

If  your  account  exceeds 
the  SIPC  coverage  limits 
($500,000  in  securities, 
including  $100,000  cash) 
when  the  brokerage  is 
taken  over,  you  may  be 
able  to  file  a  supplemental 
claim  with  the  brokerage 
firm.  Many  major  broker- 
age houses  carry  private  in- 
surance that  protects  cus- 
tomers for  as  much  as 
$9.5  million  in  additional 
losses  of  securities  only. 

Failing  that  protec- 
tion, you'll  have  to  stand 
in  line  with  the  rest  of  the 
brokerage  firm's  general 
creditors  to  recover  any 
securities  and  cash  over 
the  SIPC  limit.  And  that 
can  take  anywhere  up  to 
five  years.— M.F.  ^ 


115 


WHATEVER  HAPPENS 
OUTSIDE,  IN  AN  AUDI 
YOU'RE  IN  CONTROL. 


,^^s^  An  Audi  Quattro"  is 
^^^^  the  finest  example  of 
an  autonnobile  engineered  ex- 
pressly for  control  of  the  road. 

While  other  luxury  cars  in 
its  class  rely  solely  on  rear- 
wheel  drive,  the  Audi  Quattro 
is  unique  in  that  it  distributes 
power  to  all  four  wheels,  all 
of  the  tinne. 

The  result  can  provide 
twice  the  traction  of  a  rear- 
wheel  drive  BMW  or 
Mercedes-Benz.  And  greater 
traction  nneans  greater  control. 

". . .  the  Audi  [200]  Quattro  finds 
itself  in  the  same  price  arena  as 
the  mW535i,  Mercedes-Benz 
300E,  Lexus  LS  400  and  Infiniti 
Q45.  Apart  from  the  Audi,  only 
the  Benz  offers  all-wheel  drive, 
but  as  a  more  expensive  model'.' 
[$54,150f 

Road  &  Track  1990 


CONTROL 
OF  THE  ROAD 


Even  in  the  most  ordinary  of 
driving  situations,  a  Quattro's 
road-holding  ability  is  apparent. 
All  you  need  do  is  drive 
it  through  a  curve  to  feel  how 
the  added  traction  contributes 
to  greater  control.  As  witnessed 
by  Car  and  Driven  it  offers  a 
"purity  of  control  that  turns  driv- 
ing intoglissandos  of  motion',' 

CONTROL 
OF  THE  WEATHER 

Now  drive  that  same  stretch  of 
road  in  the  rain  or  snow  and 
you  can  appreciate  the  Quattro 
System  even  more.  Because  as 
road  conditions  get  worse,  an 
Audi  Quattro  can  perform 
even  better. 


"/  drove  four  hours  through  one 
of  the  most  frightening  thunder- 
storms imaginable.  Canada's 
Highway  401  was  deserted  from 
Hamilton  to  the  Blue  Water 
Bridge.  Most  of  the  lesser  cars 
had  given  up,  pulling  under  over- 
passes to  sit  out  the  storm.  But 
the  [V8]  Quattro?  Well,  we  barely 
slowed  down.  Without  a  twitch, 
through  rivers  of  road  water  and 
mud,  the  Audi  was  surefooted. 
I  can 't  imagine  being  able  to 
make  that  drive,  in  those  condi- 
tions, at  those  speeds,  in  any 
other  car'.' 

AutoWeek  1990 

And  should  even  one 
wheel  of  a  Quattro  begin  to  lose 
traction,  the  system  has  the  un- 
canny ability  to  react  instantly 
and  redistribute  power  to  the 
wheels  with  traction. 

A  feat  that  rear-wheel 
drive  cars,  even  those  with 


•Based  on  manufacturer's  suggested  retail  price  for  the  Mercedes-Benz  300E  4-Matic, 


expensive  traction  control  sys- 
tems, would  find  impossible. 

MORE  CONTROL 
WITHABS 


ference  between  braking  on  a 
straightaway  or  a  hill,  and  act 
accordingly,  it  will  maintain 
directional  control  even  in  a 
panic  stop. 


PUT  CONTROL 
IN  YOUR  HANDS 


Couple  Audi's  all-wheel 
Quattro  drive  with  our  ad- 
vanced Anti-Lock  Brake 
System  (ABS)  and  the  addi- 
tional control  afforded  the 
driver  borders  on  the  incredible 

Not  only  will  Audi's 
sophisticated  Anti-Lock 
Brake  System  sense  the  dif- 


QOQO 

TAKE  CONTROL 


This  type  of  innovation 
IS  commonplace  in  an  Audi 
Quattro.  Or  for  that  matter 
in  any  Audi  we  make. 


We  bel  ieve  the  abi  I  ity  to  control 
the  road  under  any  circum- 
stances, in  any  situation,  is  what 
today's  driver  is  looking  for. 
Which  means  if  you  have  a 
love  of  driving,  along  with 
a  desire  to  be  in  control  of 
the  driving  experience,  then 
you  may  find  an  Audi  not  only 
appealing  but  irresistible. 

All  you  need  do  is  visit  an 
Audi  dealer  and  take  control. 


Audi  V8  Quattro 


G 1991  Audi  of  America 


LECTORS 


More  bad  news  for  the  Soviet  Union: 
Among  Western  art  collectors 
there  is  now  a  glut  of  icons. 

Affoirdable  art 


By  Christie  Brown 

There  isn't  much  made  in  Russia 
that  Westerners  want  these  days.  Add 
to  the  list  icons,  the  lavish  old  paint- 
ings on  wood  that  typically  depict 
religious  figures  and  biblical  scenes.  A 
large  number  of  icons  are  pouring  out 
of  Russia,  but  demand  is  not  keeping 
pace  with  supply.  As  a  result,  for 
collectors  who  like  the  genre  (and  can 
spot  the  fakes),  now  is  a  great  time  to 
buy  at  little  cost. 

Developed  by  the  Greek  Orthodox 
church,  icons  were  introduced  into 
Russia  in  988,  the  year  Russia  official- 
ly converted  to  Christianit^^  Schools 
of  icon  painting  were  set  up  at  monas- 
teries throughout  the  country'  to 
make  icons  for  churches  and  private 
homes.  Russian  icon  painters  learned 
from  Greeks.  A  thick  panel  of  wood, 
often  10  inches  by  12  inches,  is  cov- 
ered by  a  gesso  made  of  alabaster, 
chalk  and  glue,  then  painted  with 


tempera,  highlighted  with  gold  leaf 
and  finished  with  a  lavcr  of  linseed  oil. 

When  Moscow  burned  in  1547, 
Ivan  the  Terrible,  the  first  czar  of 
Russia,  summoned  icon  painters  to 
help  in  its  reconstruction.  He  decreed 
that  every  new  icon  must  emulate  the 
existing  formats.  Strict  rules  applied 
to  the  depiction  of  saints  and,  of 
course,  to  images  of  the  czar  himself 
(By  then,  not  all  icons  were  religious.) 

Over  the  centuries  millions  of  icons 
were  made,  in  a  highly  st}dized  fash- 
ion, and  filled  many  thousands  of 
Russian  churches  and  homes. 

The  Russian  Revolution  in  1917 
put  an  abrupt  end  to  the  Russian  icon 
tradition,  however.  The  Soviets 
crushed  the  power  of  the  Orthodox 
church,  and  thousands  of  icons  were 
stripped  of  their  gold,  burned  or  oth- 
erwise destroyed.  Many  more  were 
simply  confiscated  by  the  state,  or 


were  hidden  by  private  citizens. 

Eventually,  the  government  began 
to  display  old  icon  collections  at  the 
Tretvakov  Gallery  and  the  Russian 
Museum,  where  they  are  still  on  dis- 
play today.  They  were  touted  as  out- 
standing examples  of  early  Russian 
painting,  not  as  religious  symbols. 

At  the  same  time,  impoverished 
citizens  were  unloading  icons  to  for- 
eigners for  whatever  they  could  get. 
For  example,  former  IBM  chairman 
Thomas  Watson  Jr.  recalls  picking  up 
two  icons  in  a  Moscow  shop  in  1937 
for  very  little.  (He  can't  recall  the  exact 
amounts.) 

By  the  1970s  a  brisk  black  market  in 
icons  was  flourishing  within  the  Sovi- 
et Union.  The  icons  became  a  curren- 
cy in  themselves.  "There  was  a  lively 
trade  in  icons  among  the  various  na- 
tionalities," remembers  Watson,,  who 
was  U.S.   ambassador  to  Moscow 


from  1979  to  1981.  "And 
the  prices  were  as  high  as 
$10,000  to  $20,000  each." 

In  the  West,  meantime, 
demand,  which  had  never 
been  high,  was  very  soft 
indeed.  One  reason  was 
that  few  icons  reaching  the 
market  were  of  the  qualit)' 
seen  earlier.  Another  was 
the  proliferation  of  hard- 
to-detect  fakes.  A  Christie's 
auction  in  New  York  in 
1980  became  a  fiasco  after 
one  so-called  expert  de- 
clared that  the  80  pieces 
that  had  been  sold  were 
phonies.  (They  weren't,  it 
turned  out  later,  but  Chris- 
tic's  hasn't  auctioned  many 
icons  in  New  York  since.) 

As  more  and  more  emigres 


have 


flooded  West,  smuggling  out  more 
and  more  icons,  prices  have  softened 
even  more.  "Russians  smuggle  out 
icons  thinking  they're  very  valuable," 
says  one  collector,  "but  they're  not 
worth  much." 

Yet  in  the  Soviet  Union  itself  their 
value  has  continued  to  grow.  "Rus- 
sians regard  them  as  a  cherished  com- 
modity, a  good  investment,"  says 
Helen  Semler,  author  of  Discoverinjj 
Moscow. 

The  difference  in  prices  can  be  re- 
markable. At  Sotheby's  in  New  York, 


John  Sinsky,  lover 
of  icons 

A  collection  of 
70  pieces  cost 
only  $150,000 
over  30  years. 


for  example,  18th-  and  19th-century 
icons  now  sell  for  a  mere  $1,000  to 
$5,000  each  In  the  U.S.S.R.,  Soviets 
often  pay  several  times  those  prices. 
Of  course,  they  are  paying  in  overval- 
ued rubles. 

One  of  the  most  serious  American 
collectors  of  Russian  icons  is  John 
Sinsky,  a  retired  obstetrician  living  in 
Milwaukee.  Since  1960  Sinsky,  now 
68,  has  collected  70  icons  dating  from 
the  16th  to  the  20th  century.  His 
entire  collection  has  cost  him  a  mod- 
est $150,000  or  so. 

The  most  Sinsky  has  ever  spent  was 
$14,000,  for  an  entire  16th-century 

15th-century  screen  of  icons  depicts 

Christ  and  14  saints 

Measuring  77  by  22  inches, 

it  is  Sinsky's 

most  valuable  piece, 

and  cost  $14,000 

in  1962.  Despite  the 

very  poor  market  for  icons 

these  days,  it  would 

likely  fetch  about 

$50,000  today. 
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iconostasis — a  screen  of  15 
icons,  measuring  77  by  22 
inches.  It  depicts  Christ 
flanked  by  14  saints.  Sinsky 
bought  it  from  the  New 
York  gallery  A  La  Vieille 
Russie  in  1962.  It  is  such  an 
outstanding  work  that  it 
would  probably  fetch 
$50,000  today,  even  with 
die  icon  glut. 

Sinsky  was  first  intrigued 
by  icons  after  seeing  some 
in     a     Roman     Catholic 
church  on  a  trip  to  New 
York.  On  a  return  trip,  he 
bought  six  in  local  antique 
shops  and  went  looking  for 
more.    His    sources    since 
then   have   included   New 
York's  Hammer  Galleries,  the  Temple 
Gallery  in  London,  Andre  Ruzhni- 
kov's  gallery  in  Palo  Alto  and  Chris- 
tie's and  Sotheby's. 

Although  Sinskv  has  traveled  to 
Russia  several  times  to  see  icons,  he 
has  never  bought  there.  However, 
over  the  years  he  has  bought  icons 
directly  from  Russian  emigres  who 
have  contacted  him.  They  are  usually 
disappointed  by  what  he  offers  but 
find  no  other  buyers. 

"The  Russians  should  have  hired 
consultants,  done  big  shows  and 
made  the  public  understand  that  these 
icons  are  like  old  masters,"  savs  author 
Helen  Semler.  Such  tactics  can  work 
wonders  for  art  prices. 

Take  the  Mexican  art  exhibit  now 
touring  major  U.S.  museums.  The 
prices  of  Mexican  art  have  risen  fan- 
tastically in  the  past  year  as  attention 
has  increased. 

Indeed,  the  Soviets  may  have  got- 
ten the  idea.  Washington's  Smith- 
sonian Institution  has  just  hosted  a 
large  exhibit  of  Russian  art  on  loan 
from  several  Moscow  museums. 
Funded  by  Boeing,  the  show  included 
25  icons,  the  largest  number  ever  lent 
to  the  U.S. 

The  Soviet  Union  is  sending  over  a 
bigger  show  of  icons  next  year.  The 
exhibit,  entitled  "Third  Rome:  Trea- 
sures of  Medieval  Russia,"  will  dis- 
play 80  icons  from  the  12th  to  the 
18th  century,  on  loan  from  the  State 
Russian  Museum.  The  show  will 
open  at  the  Walters  Art  Gallery  in 
Baltimore  in  late  1992,  then  go  on  to 
the  Dallas  Museum  of  Art.  WM 
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CAREERS 


How  two  professional  wrestlers  named  Hawk 

and  Animal  got  into  the  rag  trade  between  body  slams, 

and  built  a  $20  million  company. 
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Rag  team 


By  Vicki  Contavespi 

Michael  Hegstil\nd  and  Joseph 
Laurainitis  travel  about  230  days  a 
year  in  their  regular  line  of  work. 
Mostly,  they  toil  at  night,  sometimes 
in  small-town  arenas  filled  with  flush- 
faced  men  and  children  who  yell  and 
scream  as  Hegstrand  and  Laurainitis 
perform  their  deeds:  body  slams, 
over-the-top-rope  "clotheslines,"  and 
head  butts — all  applied  to  equally  nas- 
ty opponents. 

Known  to  most  folks  as  Hawk  and 
Animal,  Hegstrand,  32,  and  Laurain- 
itis, 30,  do  this  as  an  act  called  the 
Legion  of  Doom  for  the  World  Wres- 
ding  Federation  (Forbes,  Oa.  17, 
1988).  They  each  earn  a  comfortable 
$300,000  or  so  a  year  for  their  efforts. 

But  wrestling  is  not  a  business  to 
grow  old  in.  "You  can  take  only  so 
many  body  slams  before  it's  over," 
notes  James  Sippl,  Hawk's  financial 
adviser.  So,  three  years  ago,  the  fel- 
lows pondered  less  violent  careers.  As 
often  happens,  they  settled  on  some- 
thing involving  personal  need. 

Neither  Hawk  (6-foot-2,  275 
pounds)  nor  Animal  (6  feet,  300 
pounds)  can  walk  into,  say.  Brooks 
Brothers  and  slip  into  an  off-the-rack 
42  long.  Colleagues  in  the  wrestling 
and  bodybuilding  world  had  similar 
problems. 

So  it  happened  that,  in  1988,  Hawk 
and  two  friends  were  hanging  around 
their  Minneapolis  gym  when  Animal 
walked  in  wearing  a  pair  of  very  baggy 
pants  he'd  picked  up  on  tour.  Every- 
one saw  the  light  bulb  at  the  same 
time.  Flipping  through  ski  and  fash- 
ion magazines,  they  figured  baggy 
pants  were  making  a  comeback.  And 
to  make  them  distinctive,  why  not  add 
crazy,  vivid  leopard,  zebra  and  snake- 
skin  patterns? 

Thus  was  conceived  the  idea  for 
Warrior  I^istributing  Corp.,  sole 
manufacturer  and  distributor  of  Zu- 


Clothiers  Hawk  and  Animal 
Life  after  wrestling. 


baz  pants.  Zubaz,  Animal  paticntlv 
explains,  is  g)'m  lingo  for  "in  your 
face,"  an  oft-used  sports  putdown. 

Hawk  and  Animal  knew  as  much 
about  the  garment  business  as  Ralph 
Lauren  knows  about  sleeper  holds. 
But  they  were  quick  studies,  and  be- 
sides, the  rag  trade  isn't  all  that  com- 
plicated. Their  friend  Robert  Truax, 
the  former  prison  guard  and  body- 
builder who  is  now  president  of  War- 
rior, went  to  local  fabric  stores  and 
picked  up  supplies.  Another  gym 
member  who  had  garment  experience 
cut  the  fabric  and  stitched  up  the  first 
few  pairs  of  pants.  Selling  just  to  gym 
members,  they  moved  $  1 3,000  worth 
of  pants  in  the  first  month. 

They  started  visiting  other  health 
clubs  and  put  a  couple  of  mail-order 
ads  in  Muscle  and  Fitness  magazine. 
The  orders  began  to  pour  in  after  the 
manager  of  the  local  J.C.  Penney  store 
saw  two  kids  wearing  Zubaz  pants  at  a 
hockey  game.  Hot  stuff,  thought  he. 
Within  60  days,  the  Zubaz  line  was  in 
Penney's  St.  Cloud,  Minn,  and  Min- 
neapolis stores.  Six  months  later  Pen- 
ney went  national  with  Zubaz,  fol- 
lowed by  Foot  Locker  and  Macy's, 
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among  others. 

Truax  worked  out  distribution. 
Daniel  Stock,  the  fourth  partner, 
signed  up  a  mill  in  North  Carolina  to 
handle  production.  Hawk  and  Ani- 
mal did  promotion,  wearing  the  gar- 
ish garb  wherever  they  went  and  flog- 
ging the  duds  to  anyone  who  would 
listen.  "We're  in  a  different  city  every 
day,"  Animal  says.  "We  wore  the 
pants  on  the  plane,  we  pushed  them 
around  the  country,  we  had  friends 
that  ran,  like,  14  wrestling  magazines. 
Whenever  they  took  a  cover  shot, 
there  were  Hawk  and  1  wearing  Zu- 
baz shirts  or  pants,"  Animal  notes. 

Things  really  took  oft  when  former 
Chicago  Bear  quarterback  Jim  Mc- 
Mahon,  along  with  most  of  the  Bears, 
started  wearing  the  pants.  There 
quickly  followed  a  licensing  agree- 
ment with  the  National  Football 
League  to  put  NFL  team  logos  on 
Zubaz  gear.  Miami  Dolphins  quarter- 
back Dan  Marino  has  an  endorsement 
contract.  There  are  plans  for  TV  ads. 

Zubaz  burned  through  its  initial 
$60,000  equity  in  about  two  months; 
to  keep  expanding  the  partners  had  to 
raise  another  $500,000  from  Sippl 
and  his  friend,  Minneapolis  business- 
man John  Castro.  Sippl  concedes  it 
was  rough  teUing  his  wife  he  was 
chipping  in  "that  much  for  those  fiin- 
ny  colored  pants." 

Zubaz  pants  will,  in  their  third  year 
of  existence,  book  sales  of  slightly 
over  $20  million  (wholesale).  Zubaz- 
licensed  caps,  made  and  distributed 
by  A.J.D.  Cap  Co.,  were  introduced 
in  November.  They  have  already 
moved  $500,000  worth. 

Nobody  at  Zubaz  thinks  its  flashy 
pants  will  be  stylish  forever.  So  they 
want  to  diversify  into  longer-lasting 
"quality  active  wear,"  garments  like 
more  dressy  pleated  pants  and  baggy 
pants  without  designs,  for  example. 
Meanwhile,  Hawk  and  Animal  have 
no  plans  to  quit  wrestling  anytime 
soon — it's  too  good  a  promotion  for 
their  pants.  But  they  rest  somewhat 
easier  knowing  there  will  be  life  after 
they  leave  the  "squared  circle." 

As  Hawk  puts  it,  wrestling  and 
business  aren't  all  thaf  different.  "It's 
all  a  show  sometimes,  when  you're 
making  sales  pitches  or  whatever 
you're  doing,"  he  says.  "I  put  on  a 
wrestling  face,  but  I  can  put  on  a 
pretty  good  business  face,  too."     Hi 
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Invest  In 
Diamonds. 


Introducing  the  DiamondTel®  99X  Portable  by  Mitsubishi  Electronics.  Shown 
here  actual  size,  it  is  one  of  the  smallest  cellular  telephones  in  the  world. 

Tiny  enough  to  cradle  in  the  palm  of  your  hand,  the  DiamondTel®  99X  weighs 
a  mere  10.5  ounces.  Yet  it  has  today's  most  advanced  features  and  gives  you  up  to 
1  Vz  hours  talk  time  with  our  high  capacity  battery. 

Or  choose  the  DiamondTel®  92  Mobile/Transportable.  At  only  4.3  pounds,  it's 
one  of  the  lightest  transportables  made.  It  mounts  in  your  car,  then  snaps  out 
instantly  to  go  where  you  go. 

How  do  you  invest  in  diamonds?  Ask  for  DiamondTel®  at  your  cellular  dealer. 

AkDiamondTer 


1 1991  Mitsubishi  Electronics  America,  Inc.,  800  Biennann  Court,  Mount  Prospect,  IL  60056  (708)  298-9223 
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Adnan  is  back 

(did  he  ever  go  away?) 

With  bombs  raining  down  on  the 
Middle  East,  it's  no  surprise  that  arms 
merchant  Adnan  Khashoggi  has 
popped  up  again,  this  time  with  an 
investment  in  a  tiny  aircraft  parts 
company.  Khashoggi,  a  Saudi  nation- 
al who  was  acquitted  last  summer  of 
charges  that  he  had  helped  Imelda 
Marcos  hide  her  wealth,  recently  paid 
$100,000  for  a  2%  stake  in  Jctbornc 
International,  a  Miami-based  firm 
that  refiarbishes  and  sells  aircraft 
parts.  Khashoggi  also  got  warrants  to 
buy  1  million  more  Jetborne  shares  at 
a  price  between  $3  and  $3.30;  if 
exercised,  the  warrants  would  give 
him  16%  of  the  company. 

Jetborne  trades,  thinly,  over-the- 
counter  (recent  price:  Vi)  and  has  5 
million  shares  outstanding.  Sales 
were  $23  million  in  fiscal  1990  end- 
ing in  April,  up  nearly  40%  from 
1989.  But  without  the  capital  from 
Khashoggi's  Panama-based  Garrick 
Overseas  International,  Jetborne 
might  have  crashed.  The  firm  lost 
over  $500,000  in  fiscal  1 990,  pinched 
by  increased  competition  and  slug- 
gish business.  In  April  Jetborne  part- 
ed ways  with  Peat  Marwick  Main, 
after  the  auditors  threatened  to  ques- 
tion Jetborne's  fijture  as  a  going  con- 
cern (the  new  accountant  is  Norman 


Frank  Russell  Co.'s  Dennis  Trittin  and  Jon  Christopherson 
Not  all  small-cap  stocks  are  created  equal. 


International  arms  trader 

Adnan  Khashoggi 

A  diversion  Into  aircraft  parts. 


Eliot  &  Co.).  When  Jetborne  pon- 
dered spinning  off  one  of  its  subsid- 
iaries, one  of  the  few  investment 
banks  reportedly  interested  in  the  un- 
derwriting was  the  malodorous  pen- 
ny-stock promoter  Stuart- James. 

With  the  cash  from  Khashoggi, 
Jetborne  has  the  money  to  expand  its 
office  in  Hamburg  and  to  finance  a 
joint  venture  with  the  well-connected 
Khashoggi  that  will  broker  aircraft 
parts  to  customers  around  the  world. 
All  in  all,  this  deal  looks  timely  for 
both  parties. 

Thinking  small 

Lately  a  lot  of  people,  including 
Forbes,  have  been  saying  that  small- 
capitalization  stocks  should  give  in- 
vestors more  bang  for  the  buck.  Den- 
nis Trittin  and  Jon  Christopherson, 
researchers  at  pension  fund  consul- 
tant Frank  Russell  Co.,  agree.  But 
they  also  emphasize  that  it's  not  that 
simple. 


In  a  recent  study,  Trittin,  36,  and 
Christopherson,  48,  found  that  inves- 
tor returns  on  small-cap  stocks  (de- 
fined as  companies  with  capitalization 
below  $280  million)  vary  wildly,  de- 
pending on  where  the  stocks  trade. 
Their  most  startling  discovery:  Small- 
cap  stocks  traded  on  the  NYSE  did  best 
during  the  period  under  study  (1973 
to  mid- 1989),  and  Amex  small  issues 
outperformed  the  o-t-c  National 
Market  System  stocks.  Overall, 
$1,000  invested  in  1973  in  small-caps 
on  the  NYSE  grew  to  $1 1,860  by  mid- 
1989;  on  the  Amex  it  grew  to  $8, 130 
and  on  the  o-t-c  to  $7,230  (with 
dividends  reinvested) .  An  investment 
in  the  s8cP  500,  meanwhile,  grew  to 
$6,136. 

Trittin  and  Christopherson  expect 
that  small-cap  stocks  on  the  o-t-c  mar- 
ket may  continue  to  underperform 
other  small  stocks  in  the  future.  Small- 
cap  NYSE  companies,  they  note,  tend 
to  be  former  medium-size  firms  that 
have  fallen  out  of  favor  and  can  fairly 
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The  growing  returns  on  America's 
investment  in  nuclear  energy. 
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What  We  Would  Have  Paid 

Without  Nuclear  Energy 

($315  billion) 


What  We  Actually  Paid 
($190  billion) 


By  generating  electricity  with  nuclear  energy, 
instead  of  imported  oil,  the  U.S.  has  displaced 
4.3  billion  barrels  since  the  1973  oil  embargo. 


Since  1973,  nuclear  energy  has  cut  America's 
foreign  oil  payments  by  $125  billion,  and 
continues  to  save  $13  million  a  day. 
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Greenhouse  Gas  Emissions 


Nuclear  energy  cuts  greenhouse  gas  emissions 
from  utilities  by  20%  and  helps  reduce  airborne 
pollutants  by  over  19,000  tons  every  day. 


U.S.  Electricity  Sources 


Nuclear  energy  is  our  second  largest  source  of 
electricity,  enough  to  light  over  half  the  homes 
in  the  U.S.  Growing  needs  call  for  even  more. 


For  more  information  about  nuclear  energy,  write: 
U.S.  Council  for  Energy  Awareness,  P.O.  Box  66080,  Dept.  1109,  Washington,  D.C.  20035. 
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FACES  BEHIND  THE  FIGURES 


easily  rebound.  The  o-t-c  market,  by 
contrast,  is  rife  with  riskier  initial 
public  offerings  and  high-growth, 
high-risk  companies.  But  whatever 
the  trading  venue,  Trittin  and  Chris- 
topherson  concur  that,  overall,  re- 
turns on  small-cap  stocks  will  outstrip 
those  on  large-caps  in  the  early  1990s. 
-Katarzyna  Wandycz 


Family  ties 


Baron  Eric  de  Rothschild 
Bordeaux  are  better. 


A  CHAP  WHO  KNOWS  something  about 
wine.  Baron  Eric  de  Rothschild  re- 
cently upped  his  family's  stake  in  Cha- 
lone  Inc.,  America's  only  publicly 
traded  premium  winemaker,  to  13%. 

"We  feel  it's  a  worthwhile  invest- 
ment," says  Rothschild,  50,  whose 
family  holdings  include  Domaines 
Barons  de  Rothschild  (Lafite),  maker 
of  pri2xd  Bordeaux.  Unlike  many 
wineries,  Chalone  is  profitable.  On 
estimated  1990salesof$14.5  million, 
earnings  should  approach  $500,000, 
or  about  14  cents  a  share.  But  the 
stock  has  been  a  dud.  After  Chalone 
went  public  in  1984  at  8,  the  stock  hit 
15  when  Rothschild  made  his  initial 
investment  two  years  ago,  but  has 
since  backed  off  in  over-the-counter 
trading,  to  a  recent  8V2.  Altogether, 
the  Rothschilds  have  poured  more 
than  $5  million  into  the  San  Francis- 
co-bascd  Chalone. 

But  Chalone  is  a  sideline.  More 
important  is  Baron  Eric's  position  as 
head,  along  with  his  cousin,  David,  of 
the  latest  incarnation  of  the  French 
Rothschilds'  banking  interests:  Paris' 


Rothschild  &  Cie.  Banque.  The  bar- 
on has  been  getting  his  share  of  the 
European  mergers  and  acquisition 
fees.  Last  summer,  amid  a  worldwide 
drought  of  deals,  Rothschild  &  Cie. 
was  the  financial  adviser  to  Philip 
Morris  in  its  $3.8  billion  acquisition 
of  Jacobs  Suchard  A.G.,  the  Swiss 
chocolate  and  coffee  company. 

About  70%  of  Rothschild  &  Cie.'s 
1990  mergers  and  acquisitions  fees 
came  from  cross-border  deals,  as  Eu- 
ropean businesses  consolidated  to 
prepare  for  1992.  Says  Eric  de  Roth- 
schild: "Since  the  1982  nationaliza- 
tion [of  French  banks  by  the  country's 
socialists],  there  have  been  much  clos- 
er links  between  us,  the  English  Roth- 
schild group,  and  our  family's  Ameri- 
can and  Swiss  operations." 

-WiLLLAM  HeUSLEIN 

Recession^ 
What  recession^ 

While  most  Americans  are  hanging 
on  to  their  wallets  for  dear  life,  the 
man  in  charge  of  officially  declaring 
whether  the  economy  is  in  a  recession 
is  still  scratching  his  head.  Says  Stan- 


ford University  economist  Robert  E. 
Hall,  who  is  the  chairman  of  the 
Business  Cycle  Dating  Committee  of 
the  National  Bureau  of  Economic 
Research:  "It  would  be  premature  to 
make  a  judgment  at  this  point." 

Hall,  47,  is  an  expert  in  economic 
fluctuations.  Why  can't  he  bring  him- 
self to  say  the  "R"  word."  Because  he 
harbors  legitimate  doubts  as  to 
whether  this  is  a  recession  and,  if  it  is, 
when  it  began  and  how  bad  it  will  be. 
It's  worth  noting  that  Hall's  doubts 
portend  hope.  He  points  out,  for 
example,  that  industrial  production 
dropped  2%  from  October  to  No- 
vember, but  then  dipped  just  0.6%  in 
December.  The  outbreak  of  the  Gulf 
war  probably  didn't  help  January's 
figures  much,  but  may  not  have  hurt 
them  much  either. 

After  weighing  dozens  of  statistics, 
including  industrial  production,  un- 
employment and  inflation-adjusted 
retail  sales,  Hall  insists  that,  by  his- 
torical standards,  the  current  slow- 
down isn't  a  recession  yet.  "By  the 
standards  of  past  recessions,"  says 
Hall,  "it's  more  like  a  hiccup  so  far." 
-Dana  Wechsler  Linden  ^ 


Economist  Robert  E.  Hall 

"By  the  standards  of  past  recessions,  it's  more  iike  a  tiiccup  so  far." 
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attention  to  growth, 
Freddie  Mac  has  helped 
provide  mortgage  capital 

for  over  eight  million 
American  homeowners. 


X  reddie  Mac  has  been  securitizing 
mortgages  for  over  20  years,  helping  to 
provide  the  financing  for  nearly  one  out  of 
every  eight  homes.  And  no  matter  what  the 
economic  climate,  Freddie  Mac  securities 
have  rewarded  investors  with  a  combi- 
nation of  exceptional  value  and  low  risk. 

During  the  1980s,  Freddie  Mac 
enjoyed  an  average  asset  growth  rate  of 
33  percent,  w^hile  keeping  the  delinquency 
rate  to  less  than  one -half  the  national 
average.  Thanks  to  these  high  standards 
and  strong  management  techniques. 


Freddie  Mac  now  ranks  among  the 
top  15  financial  service  corporations  in 
the  latest  Fortune  Service  500  survey. 
Every  day  Freddie  Mac  brings 
more  money  into  the  housing  market, 
allow^ing  more  Americans  to  achieve  the 
dream  of  homeow^nership.  And  with  the 
nearly  $3  trillion  home  mortgage  market 
just  one-third  securitized,  there's  plenty 
of  room  to  grow. 


THE  IDEA  BEHIND  ONE  IN  EIGHT 


AMERICAN  HOMES 


FieddieMac 
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Well  help  you  make 

he  right  moves  now, 

for  an  edge  on  retirement. 
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The  Principal  Edge.® 

Whatever  retirement  means 
to  you— living  like  a  king,  or 
just  having  more  time  to  play— 
The  Principal  Financial  Group® 
V  w  helps  you  get  the  jump  on  it,  now. 

We  offer  one  of  the  most  diverse  and 
comprehensive  portfolios  of  retirement 
products  in  the  industry.  Products  that  are 
tailored  to  give  individuals  and  businesses 
an  edge. 
The  Principal®  writes  more  pensions  than  anyone 
else.  Our  Pension  Provider,  for  example,  supplements 
company  plans  with  investment  opportunities  in  port- 
folios of  stocks,  money  market  investments,  bonds  and 
mortgages,  even  real  estate.  And  our  annuities  guarantee  you 
a  lifetime  pension  if  your  company's  benefit  plan  doesn't. 
From  mutual  funds*  and  401  K's  to  IRA's  and  insurance  of  all 
kinds,  The  Principal  has  been  helping 
individuals  and  businesses  make  the 
most  of  retirement  for  100  years.  Our 
personalized  approach  has  helped  us 
I       become  one  of  America's  largest 
financial  services  organizations. 
'  Look  for  The  Principal  Edge. 

The  Principal  Financial  Group, 
711  High  Street,  Des  Moines,  lA  50392-01 50. 


Mutual  funds  distriboted  through  Princor  Financial  Services  Corporation,  a  registered  broker-dealer  subsidiary  of  Principal  Mutual  Life  Insurance  Company, 
711  High  Street,  Des  Moines,  Iowa.  Prospectus  available  upon  request.  ©  1990  Principal  Mutual  Life  Ins.  Co. 


■:VI^I[*^i!Milii'i 


The  end  of  months  of  Persian  Gulf 
uncertainty  sparked  a  strong  rally  on 
Wall  Street.  The  Dow  industrials  have 
gained  more  than  150  points  since  the 
fighting  began  in  the  Persian  Gulf, 
and  finished  the  two  weeks  ended  Jan. 
24  with  a  5.8%  gain.  Smaller  stocks 
finally  got  going,  too.  The  Nasdaq 
index  was  up  8.1%. 

For  now,  investors  have  shrugged 
off  the  recent  cancelation  of  the  A- 12 
Navy  stealth  bomber  program,  for 
which  General  Dynamics  and  Mc- 
Donnell Douglas  were  the  two  prima- 
ry contractors.  The  success  of  sea- 
launched  cruise  missiles,  the  F-16, 
and  other  armaments  helped  boost 
the  price  of  General  Dynamics  stock 
more  than  36%  over  the  past  two 
weeks,  while  McDonnell  Douglas  is 
up  21%  over  the  same  period. 

First  Interstate  Bancorp  rebounded 
from  its  poor  showing  early  in  Janu- 
ary with  a  two- week  gain  of  35%. 
"The  company  posted  its  fourth  con- 
secutive quarter  of  positive  earnings, 
and  there  are  takeover  rumors,"  ex- 
plains Kidder,  Peabody  analyst  Thad- 
deus  Paluszek. 

The  war  against  Iraq  has  not  helped 
gold  and  oil  prices.  Gold  dropped 
nearly  5%,  to  $372  an  ounce,  while 
silver  hit  a  16-year  low  of  $3.80  an 
ounce.  West  Texas  intermediate 
crude  oil  sold  for  $28  a  barrel  on  Jan. 
10,  then  dropped  below  $20,  and 
setdednear  $25. 
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Total  return 
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Last  4  weeks 

2.1% 

2.2% 
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Since  12/31/90 

1.5 

1.6 
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Since  peak  (10/9/89) 
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The  worst  performing  stocks 


The  best  performing  stocl(s 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)' 

RelVoP 

General  Dynamics 

29 

36% 

35 

2,200 

2.8 

Biomet 

235/8 

36 

38 

4,403 

1.2 

First  Interstate  Bancorp 
Storage  Technology 
National  Health  Labs 

273/4 
2  5 1/2 

12^8 

35 
34 

NM 
13 

2,719 
2,820 

0.8 
1.6 

34 

16 

3,318 

1.2 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)' 

RelVoP 

Inland  Steel  Industries 

18'/8 

-21% 

29 

1,054 

1.1 

Gulf  Canada  Res  Ltd 

V/i 

-19 

NM 

63 

0,7 

Pittston 

143/8 

-18 

41 

3,358 

4,411 

636 

2,4 
1.3 
0.4 

Battle  Mountain  Gold 
Corona 

63/8 
33/8 

-18 

20 

-16 

16 

Closeup  on  the  mzxVsX 


Index  or  investment 


Price 


2-week  change 


Index  or  investment 


Price 

2-week  change 

779.70 

3.9% 

101.60 

8.5 

82,92 

3,9 

135.04 

5,9 

$372.40 

-4.6 

132,30 

-1,4 

214,54 

-2.7 

$25,30 

-8,7 

6,11% 

-1 1,0  basis  points' 

9.00% 

Unchanged 

Wilshire  index 

6,000  stocl<s,  capitalization  weighted 

Wilshire  index 

5.000  stocks,  equal  weighted 

Dow  Jones  industrials 

30  stocks,  di«isor-ad|usted  price  average 

S&P  500 

Capitalization  weighted  cross  section,  major  stocks 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

Amex  international  market  index 

Capitalization  weighted,  50  largest  ADRs 


,147.0 
17.4 
,643,1 
334.8 
182,6 
306.7 
391.3 
289.1 


17.4 

4.5 

2,643,1 

5.8 

334.8 

6.4 

182.6 

5.9 

6.2% 

4.5 

5.8 

6.4 

5.9 

2.6 

8.1 

1.7 


Europe,  Australia,  New  Zealand  and  Far  East* 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

Institutional' 

Approximately  200  stocks  with  high  institutional  ownership 

IndividuaM 

Approximately  200  slocks  with  high  institutional  ownership 

Russell  200  index 

2000  small  market  value  stocks,  capitalization  weighted 

Gold'  (composite  quote  of  6  mapr  dealers) 

Yen'(per$U.S.) 

Commodity  index'  (CRB  futures  mdex,  1967=100) 

Oil' (W  Texas  Intermediate) 

T  bills' (90  days) 

Broker  loan  rate' 


Note:  All  data  for  periods  ending  1/24/91.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
since  index  was  created.  Stocks  listed  above  have  market  capitalization  of  $500  million  or  more.  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
^Average  daily  volume  over  a  2-week  period.  ^  Averagadaily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  during  the  preceding  3  montiis.  "'  Morgan  Stanley 
Capital  international  perspective.  'For  period  ending  1/25/91.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  •>  Knight-Ridder  Financial 
Information.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM:  Not  meaningful. 
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Who  made  the  most  money? 

Investment 

Value  of 

$10,000  invested 

12/31/80" 

Change 

last 
quarter 

S&P  500 

$36,552 

'     9.0% 
5,1 

Shearson  Lehman  Govt  &  Corp 

33,333 

Wilshlre  index 

32,695 

8.7 

Institutional  balanced  account^ 

31,995 

6.2 

Institutional  fixed  income  account^ 

31,992 

4,9 

Institutional  equity  account^ 

31,435 

8,6 

Treasury  index 

22,932 

2,0 

Segment  performance  and  cash  flow 


Most  recent  quarter 


Segment 


median 
total 
return 


shift  in 

institutional 

holdings 


Equity 

Fixed  income 
Cash  equivalents 
Convertibles 
Other  3 
Total 


9.4% 

5,0 

2.0 

2.8 

1,3 

7,6 


-0.7% 
-1.3 

3.3 
-0.1 

0.2 
-1,2 


What  the  institutions  bought  and  sold 


Big  stocks^ 


Stock  bought 


Total 
quarter 
return 


P/E 


American  Stores 
Chiquita  Brands  Intl 
Citizens  Utilities 
Clorox 

Manufacturers  Hanover 
National  Health  Labs 
Penn  Central 
Potomac  Electric  Power 
Rhone  -Poulenc  Rorer 
Safety-Kleen 
UAL 
VF 


4.9% 
22,9 

9.2 
12.6 

0.0 
-12.4 
-6,2 
13,0 
16,3 
17,9 
13,2 
20,4 


13 
15 
12 
14 
5 

14 
12 
12 
NM 
27 
11 


Stock  sold 


Total 
quarter 
return 


Crovtrn  Cork  &  Seal 

First  Chicago 

Genentech 

Louisiana  Land  &  Explor 

Marion  Merrell  Dow 

Martin  Marietta 

Morgan  Stanley  Group 

St  Jude  Medical 

Sun  Microsystems 

TRW 

Tyco  Labs 

US  West  NewVector 


0,9% 

-0,5 

-9.1 
-16.5 

11.3 

18.8 

10,7 

22,1 

-2.3 

4.1 

-13.6 

62,5 


P/E 


15 

4 

NM 

31 

14 

7 

6 

27 

15 

10 

14 

NM 


Before  the  January  war  rally  some 
pension  fund  managers  were  unusual- 
ly bearish.  George  Wolfe,  vice  presi- 
dent of  Wilshire  Associates,  says  that 
7%  of  the  equity  managers  in  his 
pension  survey  finished  1990  with 
more  than  half  their  holdings  in  cash. 
That  is  a  record  for  the  ten  years  that 
Wilshire  has  been  collecting  data  on 
professional  portfolio  managers. 

The  bearishness  hurt.  In  the  last 
quarter  of  1990,  when  stocks  were  up 
strongly,  the  median  portfolio  had  a 
total  return  (including  reinvested  div- 
idends) of  8.6%,  against  a  9%  total 
return  on  the  s&P  500.  A  hypothetical 
portfolio  consisting  only  of  the  pros' 
stock  picks  but  not  diluted  by  cash 
holdings,  would  have  climbed  9.4%. 

What  contributed  to  the  good 
stock  picking.^  "The  managers  were 
significantly  overweighted  in  finan- 
cial stocks,  and  finance  stocks  were 
one  of  the  two  best-performing  sec- 
tors," says  Wolfe.  "Energy  stocks  have 
long  been  underweighted,  and  they 
were  one  of  the  worst  groups." 

But  the  year  as  a  whole  was  tough 
for  equity  managers.  The  return  on 
the  median  equity  portfolio  (includ- 
ing cash)  was  —4.5%,  slighdy  worse 
than  the  loss  of  3.2%  for  the  s8cP  500, 
but  better  than  the  loss  of  6.2%  for 
the  much  broader  Wilshire  index. 

The  pros  seem  to  have  made  money 
in  growth  stocks  and  moved  on.  Dur- 
ing the  last  two  years,  stocks  with  high 
price/earnings  ratios  (over  16)  out- 
performed stocks  with  multiples  un- 
der 10.  But  high-multiple  stocks  now 
make  up  only  16%  of  the  institutional 
universe,  down  from  64%  in  1986. 

'Total  return,  'Includes  cash,  'Real  estate,  foreign  investnnents,  venture  capital,  guaranteed  income  contracts,  -"Stocks  with  $1  billion  or  more  in  market  capitalization  at  start  of 
quarter,  "'Stocks  with  market  capitalization  between  $40  million  and  $200  million  at  start  of  quarter,  NM:  Not  meaningful. 

Note:  What  the  institutions  bought  and  sold  measures  the  change  in  the  institutional  holdings  as  a  percentage  of  a  stock's  total  capitalization,  net  of  price  changes.  Data  for 
quarter  ending  12/31/90.  Prepared  by  the  Trust  Universe  Comparison  Service  (TUCS),  a  service  of  Wilshire  Associates,  Santa  Monica,  Calif, 


Secondary  stocks^ 

Stock  bought 

Total 
quarter 
return 

P/E 

Stock  sold 

Total 
quarter 
return 

P/E 

EnergyNorth 

28,1% 

13 

Advanced  Logic  Research 

70,8% 

7 

FlowMole 

56.9 

17 

Grant-Norpac 

-37,2 

NM 

Gehl                   ||H 

|8 

HomeFed             |^j|| 

HHH 

|nm 

Giant  Industries 

'wr^ 

-13 

Integrated  Systems  """""' 

"TOT" 

"28 

Hadson  Energy  Resources 

3,8 

16 

Novellus  Systems 

-8,9 

12 

Health  Images 

43,6 

28 

Pioneer  Financial  Services 

-36,7 

3 

Imagine  Films  Entertainment 

28,1 

20 

Rally's 

-20.0 

11 

Gsmonics 

37,0 

18 

Software  Toolworks 

-52,8     " 

NM 

Recognition  Equipment 
Smith  Corona 
Tekelec 

0.0 

NM 

Thermo  Cardiosystems 

7,8 

NM 

23.3 
22,2 

7 

Timberland 

-19,0 

3 

12 
45 

UNC 
Waverly 

-6.9 

5.8 

NM 

19 

Tetra  Technologies 

12.0 
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INFORMATION  IS  ONLY  AS  GOOD 
AS  YOUR  ABILITY  TO  MAKE  USE  OF  IT 


The  control  panels  of  a  jet  airliner 
represent  an  incredibly  complex  dis- 
play of  vital  information.  Information 
that  is  meaningless  unless  you  know 
how  to  put  it  to  work. 

At  Moore,  making  information  work 
is  our  business.  Our  customer  list 
ranges  from  small  entrepreneurial 
firms  to  multi-national  giants.  And  by 
solving  their  business  communication 
problems,  we  have  grown  into  an 
international  corporation  with  nearly 
$3  billion  in  annual  sales,  and  over 
25,000  employees  in  54  countries. 

Business  Forms  &  Products 

Our  first  business  was  forms;  and 
today,  over  100  years  later,  we  are  by 
far  the  world  leader.  Designing,  print- 
ing, storing  and  distributing  all  the 
forms  and  products  that  make  a  busi- 
ness run  for  the  small,  medium  and 
large  business  markets. 

But  if  you  know  us  only  as  a  forms 
company,  you  don't  really  know  Moore. 
Employing  the  latest  in  computerized 


technology,  we  are  also  in  the  business 
of  information  management. 

Information-Management  Services 

Every  company  needs  to  communicate 
with  customers,  employees,  sharehold- 
ers and  the  general  public.  At  Moore, 
we're  professionals  at  solving  infor- 
mation management  problems.  And 
through  our  business-communications, 
direct-marketing  and  data-base 
services  divisions,  we  can  solve  those 
problems  more  effectively  and  cost- 
efficiently  than  you  could  manage  on 
your  own. 

Moore:  Where  Quality 
Is  The  Only  Solution 

Whatever  the  size  or  scope  of  your 
business,  Moore  can  provide  the  solu- 
tions to  your  business  communication 
problems.  Because  making  information 
work  for  business  is  what  we  do.  And 
we've  been  doing  it  longer. . .  and 
we  do  it  better. . .  than  anyone  else  in 
the  world. 


Serving  business  in  54  countries 


©1990  Moore 


CORPORATION 
LIMITED 

1  First  Canadian  Place 
Toronto,  Ontario, 
Canada  M5X 1G5 


Moore  Business 
Forms  &  Systems 

1205  Milwaukee  Avenue 
Glenview,  IL  60025 
708-480-3000 

Moore  Business 
Communication  Services 

2215  Sanders  Road 
Northbrook,IL  60062 
708-480-2463 

Moore  Business 
Products  Group 

One  Hawthorn  Place 

175  E.  Hawthorn  Parkway 

Suite  245 

Vernon  Hills,  IL  60061 

708-816-6533 

Moore  Data 
Management  Services 

1660  South  Highway  100 
400  Parkdale  Plaza  East 
St.  Louis  Park,  MN  55416 
612-540-1000 

Moore  Response 
Marketing  Services 

1113  S.  Milwaukee  Avenue 
Libertyville.lL  60048 
708-680-0111 
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STATISTICAL  SPOTLIGHT 


Cash  is  a  nice  thing  to  have  in  a  recession. 
You  can  pick  up  bargain  assets  being  dumped 
by  heavily  leveraged  companies.  . 

Liquid  assets 

By  Eric  S.  Hardy  and  Robert  C.  Balancia 


^ 

"'^^O^ 
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If  you  are  only  moderately  bullish  on 
stocks,  you  probably  ha\'C  half  your 
moncv  in  cash.  Here's  another  vvav  to 
be  moderately  bullish:  Put  all  your 
money  in  the  stock  market,  but  select 
the  shares  of  companies  that  have 
excess  cash  equal  to  at  least  45%  of 
their  market  value. 

Genesee  Corp.  is  one  of  these.  Offi- 
cially, it's  a  brewing  company  (you 
can  get  Genesee  beer  in  more  than  20 
states,  including  New  Yoik,  Florida 
and  California),  but  a  more  accurate 
description  of  the  line  of  business 
would  be  "money  market  fund." 
Debt-free  Genesee  has  $22  a  share  in 


cash — an  amount  equal  to  75%  of  its 
share  price. 

Genesee  Chairman  J.L.  Wehle, 
with  family  members,  owns  61%  of 
the  \'oting  stock.  About  fiye  years  ago 
Genesee  diyersified  into  the  food 
business  and  now  is  looking  for  acqui- 
sition candidates.  But  Wehle  believes 
in  taking  his  time.  Maybe  the  reces- 
sion will  bring  him  the  bargains  that 
he  wants. 

The  table  lists  15  small  companies 
(under  $250  million  in  revenues)  that 
have  net  cash  equal  to  at  least  40%  of 
market  value.  The  "net  cash"  figure  is 
cash  less  interest-bearing  debt.  We 
eliminated  any  firm  in  which  earnings 
from  continuing  operations  were  off 
by  more  than  5%  from  the  year-ago 
quarter.  Firms  with  declining  inven- 
tory turnover  ratios — a  clear  sign  that 
there  may  be  trouble  ahead — were 
also  dropped.  All  of  these  stocks  had 
positive  earnings  over  the  past  12 
months,  but  they  sell  for  no  more  than 
17  times  earnings.  In  short,  these  are 
all  companies  that  not  only  have  plen- 
ty of  cash  but  are  also  unlikely  to  see 
that  cash  dwindle  away  in  the  near 
fijturc.  WM 


Cash-rich  small  stocks 

The  cash  and  cash  equivalents  of  these  15  companies  are 

far  in      of  their  market  value.  The  current  ratio  of  each  of  these 

companies 

excess  of  their  short-term  and  long-term  debt.  As  of  their  most     (current  assets  divided  by  current  liabilities) 

is  at  least  2.  No 

recent  balance  sheets,  their  net  cash  equaled 

at  least 

45%     company  had  a 

P/E  ratio  higher  than  17. 

Drii^a 

Npt 

Npt 

53-week 

cash/ 

cash/ 

—Latest  12  months- 

Current 

Company/business 

Recent 

high 

low 

share* 

price 

EPS 

P/E 

ratio 

Adaptec/software 

9'/2 

241/8 

8'/8 

$5.09 

52% 

$1.74 

5.5 

6.3 

Allen  Organ/electronic  organs 

32^/8 

38 

26 

19.71 

67 

2.96 

10.9 

28.1 

Analogic/precision  instruments 

m 

lO'/s 

8 

4.67 

55 

0.84 

10.4 

8.1 

Chicago  Rivet  &  Machine/fasteners 

19 

22'/8 

18^4 

13.04 

70 

209 

9.1 

6.0 

Crown  Books/bookstores 

16'/2 

2W> 

13 

8.68 

53 

2.10 

7.9 

2.7 

Espey  Mfg  &  Electronics/power  supply  systems 

14 

18'/2 

ll'/8 

7.28 

62 

1.76 

8.0 

17.5 

Fair  Isaac  &  Co/credit  evaluation  systems 

4% 

6'/4 

4'/2 

3.09 

65 

0.28 

17.0 

3.3 

Genesee/beer 

29'/2 

35'/2 

25'/2 

22.05 

75 

3.59 

8.2 

3.5 

Jaclyn/handbags 

W, 

IW 

6'/8 

3.93 

54 

0.71 

10.4 

4.9 

Key  Tronic/computer  keyboards 

3% 

5'/2 

3^8 

2.48 

68 

0.24 

15.1 

2.8 

Kit  Manufacturing/recreational  vehicles 

9A 

6% 

Wi 

4.14 

79 

0.54 

10.0 

2.3 

Prima  Energy/oil  exploration 

5'/8 

8 

4'/4 

2.65 

45 

0,72 

8.2 

2.9 

Sage  Labs/electronics 

WA 

18'/4 

15'/2 

7.45 

45 

3.89 

4.2 

2,9 

Trimas/fi!steners 

13 

20'/4 

m 

6.37 

51 

1.32 

9.8 

4.3 

Vista  Resources/leather  products 

m 

183/8 

7% 

5.20 

62 

0,71 

11.8 

4.0 

*Cash  and  equivalents  per  share  less  short-term  and  long-term  debt. 

Somce:  Media  General  via  Lntus  One  Source 
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Everyone  agrees  we'll  soon  be  needing  more  electricity.  But  there's  little  agreement  on  how  to  get  it. 
Especially  with  the  environment  at  stake.  tM^  Hydropower  is  limited  by  geography.  Nuclear 
energy's  problems  continue  to  be  debated.  /\nd  the  sun,  the  wind,  the  tides — they're  all  attractive, 
but  none  is  economically  practical  on  a  broad  scale  yet.  ^*^  So.  for  at  least  the  near  future,  we  're 
going  to  have  to  rely,  for  the  most  part,  on  fossil  fuels,  ^m^  But  all  fossil  fuels  are  not  created 
equal.  One  is  clearly  best  for  the  environment.  /Ind  that's  natural  gas.  tm^  Natural  gas 
produces  less  carbon  dioxide  emissions,  it  produces  no  sulfur  dioxide,  and  it  creates 
no  particulates — the  visible  smoke  you  see.  M  of  these  are  serious  air  pol- 
lutants. ^^^  Further,  because  new  high-efficiency,  gas- 
powered  generating  plants  are  relatively  simple 
to  build,  gas  is  abo  one  of  the  quickest  and 
cheapest  ways  for  producers  of  electricity  to  increase 
their  output,  tm^  In  short,  if  natural  gas  didn't  exist, 
we'd  have  to  invent  it.  7\s  it  is.  nature  has  given  us 
vast  resources  of  natural  gas 
right  here  in  North  America.  It 
just  seems  natural  to  use  them. 


©  1991  American  Gas  Association 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


^■^e  land  we're  offering  is  far 
I  from  the  crowds  and  rat  race  of 
Mt  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  1WE7 
Ft.  Garland,  CO  81133. 
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Obtain  the  Property  Report  required  by  Federa;  .d.^  a:ij  !c;ud  itbcluru  .,iyi,i:iy  jnylimy.  Nul  odora!  agency  lias 
judged  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
statement  has  been  filed  with  the  Secretary  of  Stale  of  the  Slate  of  New  York  The  filing  does  not  constitute  approval 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  Slate  or  that  the  Secretary  of  State  has  in  any  way  passed 
upon  the  merits  of  such  offering   A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Crislo 
Ranches,  NYA86- 1 53,  A  Malement  of  Record  filed  with  the  New  Jersey  Real  Eslale  Commission  permits  this  property 
lo  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything,  NJA  #60686004  CO;  Florida  AD  20537, 
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MONEY  a  INVESTMENTS 


For  investors  worried  about  the  war,  liigh-coupon  munis 
miglit  be  the  answer  for  peace  of  mind  coupled  with  a 
satisfactory  return. 

Bomb  shelters 


BY  BEN  WEBERMAN 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


With  the  Gulf  war  making  mar- 
kets increasingly  jittery,  a  good  many 
investors  are  thinking  safety  over  po- 
tential profits.  But  you  needn't  re- 
treat into  sterile  cash  or  low-yielding 
Treasury  bills  to  find  safety. 

Besides  basic  Treasurys,  a  good  bet 
for  nervous  investors  would  be  some- 
thing I've  recommended  here  before 
(Forbes, ^M^.  20,  1990):  long-term 
tax-free  municipals  that  will  soon  be 
redeemed. 

Six  months  ago  the  case  for  these 
bonds  was  yield — at  the  time  they 
were  paying  almost  two  percentage 
points  above  what  was  then  being 
paid  on  tax-free  money  market  fiinds. 

Today  the  yield  is  still  attractive — 
about  50  basis  points  more  than  the 
5.46%  tax-free  money  market  fiinds 
pay.  But  the  reason  to  buy  them  now 
goes  beyond  return.  It's  a  safety  play, 
based  on  the  fact  these  bonds  are 
backed  by  U.S.  Treasury  debt. 

How  is  a  muni  backed  by  the  Trea- 
sury? There  are  billions  of  dollars  of 
good-quality,  high-yield  municipals 
that  came  to  market  about  a  decade 
ago  when  interest  rates  were  in  the 
double  digits.  Most  of  these  borrow- 
ers have  the  right  to  call  their  bonds. 
And  they  probably  will,  given  the 
fact  that  interest  rates  have  fallen  dra- , 
matically  in  the  past  five  years. 

Call  dates  are  coming  up,  and  with 
some  persistence  the  individual  in- 
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vestor  should  be  able  to  find  the  call- 
able issues  that  are  still  paying  out  the 
higher  yield.  Be  prepared  to  press 
your  broker  on  this,  because  with 
interest  rates  still  falling,  it  may  be 
difficult  to  dislodge  the  bondholders 
who  bought  the  high-yield  bonds 
more  than  ten  years  ago. 

The  Treasur)'  factor  comes  in  with 
the  mechanism  the  municipalities  use 
to  refinance  their  bonds.  The  process 
is  called  advance  refunding,  whereby 
the  state  or  municipality  brings  to 
market  a  new  issue  of  roughly  the 
same  size  as  the  outstanding  high- 
cost  bonds.  Proceeds  of  the  financing 
are  used  to  buy  U.S.  Treasury'  bonds 
that  carry  the  same  yield  and  that  are 
pledged  with  a  trustee  as  collateral  to 
be  used  for  paying  off" the  older  high- 
coupon  bonds.  Because  of  the  Trea- 
sury collateral,  they  are  rated  AAA. 

Prerefunded  bonds  offer  higher 
yields  than  other  high-grade  bonds 
with  similar  maturities.  The  pickup 
in  yield  ranges  from  about  30  basis 
points  on  bonds  maturing  in  1992  to 
15  basis  points  for  issues  maturing  in 
five  years.  But  because  these  bonds 
typically  sell  at  a  premium  to  par, 
many  investors  shun  them,  observes 
Alan  Schankel,  senior  vice  president 
and  director  of  the  municipal  bond 
department  of  Janney  Montgomery 
Scott,  Inc.  of  Philadelphia. 

Schankel  calls  this  "premium  pho- 
bia," an  unhealthy  attitude  that  de- 
prives investors  of  higher  yields.  For 
example,  an  Illinois  general  obliga- 
tion bond  with  a  coupon  of  9%, 
originally  maturing  in  2003,  has 
been  prereftinded,  and  will  be  called 
at  $102  in  1995.  It  yields  5.90%  to 
the  call  date. 

Meanwhile  an  AAA-rated  New  Jer- 
sey general  obligation  with  a  coupon 
of  6%,  maturing  in  1995,  trades  at 
$101  to  yield  5.75%  to  maturity.  In 
this  case  a  phobia-free  investor 
would    pick    up    15    basis    points, 


Schankel  notes. 

But  he  points  out  that  investors 
should  check  the  issues  for  call  provi- 
sions. As  an  example,  Falls  Town- 
ship, Pa.  Hospital  Authority  12.5s, 
with  original  maturity  in  2022,  have 
been  prerefunded  to  call  in  1992  at 
$102.  Trading  at  $107,  they  yield  a 
hefty  7%  to  the  call  date.  But  those 
bonds  also  have  a  sinking  fund  call 
provision,  and  a  portion  of  the  bonds 
have  been  called  at  par  twice  a  year 
since  1986. 

Merrill  Lynch  municipal  strategist 
David  Madigan  thinks  yields  on  pre- 
reftinded issues  may  get  a  little  more 
attractive  over  the  short  term,  within 
the  next  two  months  or  so,  because 
the  supply  of  prerefunded  issues  may 
increase,  which  would  drag  the  prices 
down  and  yields  up.  That's  because 
some  banks  that  hold  these  kinds  of 
issues  may  be  unloading  them  to 
raise  capital.  "Because  these  banks 
will  be  showing  income  losses,  they 
will  have  little  need  for  tax-exempt 
income,"  Madigan  says. 

But  Madigan  doesn't  think  you 
should  wait  too  long  for  bargains. 
Starting  in  1991,  when  the  first  high- 
coupon  prerefunded  bonds  will  be 
called,  the  supply  will  gradually  de- 
crease. This  will  result  in  higher 
prices  and  lower  yields. 

Kidder,  Peabody  &  Co.'s  Neal  At- 
termann,' vice  president  in  charge  of 
municipal  research,  recommends 
Southern  Minnesota  Power  Agency 
9V8%  bonds  due  2013,  which  have 
been  prereftinded.  The  issue  yields 
5.95%  to  first  call  at  $102  on  Jan.  I, 
1996.  Trading  at  $115,  the  bonds' 
current  yield  is  8%. 

Another  Attermann  pick  is 
Hawaii's  9.3%  general  obligation 
bonds,  mattiring  in  1999,  prereftind- 
ed to  the  first  call  in  1995  at  $102. 
They  yield  5.90%  to  the  first  call. 

Less  common  than  prerefianding  is 
the  procedure  of  escrowing  to  matu- 
rity. This  takes  place  when  a  borrow- 
ing government  chooses  to  collateral- 
ize its  outstanding  issue  to  final  ma- 
turity rather  than  to  first  call.  High- 
coupon  issues  that  have  been 
escrowed  to  maturity  sell  at  yields 
comparable  to  those  of  prereftinded 
bonds.  For  example,  Burks  County, 
Pa.  Water  8c  Sewer  Revenue  bonds 
with  an  8%  coupon  yield  5.90%  to 
maturity  in  1995.  !■ 
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Reading  all  the  bearish  letters 

I  get  complaining  about  my  bullish  views 

gives  me  considerable  comfort. 

A  contranan's 


mailbag 


Kenneth  L^  Fisher  is  a  WooOside,  Caiif  -based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  and  Super  Stocks. 


How  CAN  I  BE  SO  bullish  with  a  v\ar 
on  and  a  recession  just  starting? 

A  spate  of  hate  mail  has  poured  in 
recently  from  bearish  readers  who 
object  to  my  recent  bullishness.  With 
due  respect  to  mv  readers,  these 
howls  of  outrage  make  me  feel  gooci. 
They  arc  a  kind  of  contrarian  indica- 
tor that  I  am  likely  correct. 

Still,  just  because  folks  sa\'  I'm  nuts 
doesn't  make  me  right.  Besides,  I  am 
never  absolutely  sure  about  anything. 
Portfolio  strategy  is  an  odds  game. 
You  figure  the  most  likely  outcome, 
the  odds,  the  penalt\'  that  may  attach 
to  being  wrong,  and  act  firmly  but 
watchfiiUy.  My  bullishness,  while 
firm,  is  not  unmoyable. 

Haying  issued  that  caveat,  I  re- 
peat: To  my  thinking  we  are  in  the 
early  stages  of  a  small-cap-led  bull 
market  that  started  in  October.  I 
have  heard  all  the  arguments  for  a 
capital  R  recession  and/or  a  depres- 
sion. There  is  the  supposed  debt  cri- 
sis and  the  related  federal  budget  def- 
icit. Then,  too,  there  is  the  much 
presumed  imminent  banking-failure 
crisis  and  the  related  imploding  of 
real  estate  prices  that  is  supposed  to 
further  sink  the  banks.  I  even  watch 


CNN's  ctnerage  of  the  Iracji  war. 
While  all  these  are  much  discussed,  as 
I  ha\e  said  in  times  past,  as  economic 
disasters  the\'  are  mosth'  m\ths  and  at 
worst  won't  sink  America's  econom\'. 

Tr\'  as  I  ha\e  oxer  the  years,  I  haxe 
ne\er  been  able  to  fully  forget  m\' 
formal  training  in  economics,  and  I 
still  recall  the  error  of  confusing  ma- 
jor microeconomic  hiccups  like  these 
phenomena  with  what  happens  to 
the  o\erall  macroeconomv. 

histead  of  dwelling  on  negati\es, 
consider  the  positives.  First,  as  I  have 
said  often,  wc  have  been  through  a 
much  bigger  and  longer  bear  market 
than  most  folks  realize.  The  13- 
month  decline  that  ended  in  October 
wasn't  as  big  as  the  1972-74  decline 
but  was  far  larger  for  most  stocks 
than  the  1982  bear  market — a  fact 
few  appreciate,  e\'en  now. 

Then  note  the  bear  market  diver- 
gence between  big-cap  and  small-cap 
stocks.  Within  the  s&P  500,  the  10 
largest  stocks  were  up  13%  in  1990 
and  flat  from  the  market's  1989  peak. 
Yet  the  338  smallest  s&P  500  stocks, 
which  mereh'  equal  the  big  10  in 
weighting  within  the  index,  were 
down  17%  in  1990  and  down  37% 
from  the  market's  1989  peak — an 
amazing  and  little-noted  "they-went- 
that-a-way"  head-spinning  spread. 

This  is  important  because,  as  1  said 
last  month,  since  October's  bottom, 
smaller  stocks  ha\'e  steadily  bested 
their  bigger  brethren  for  the  first 
time  in  years:  surprise — opportunity 
via  depressed  prices  and  \'alue,  fol- 
lowed by  subsequent  price  perfor- 
mance in  a  part  of  the  market  where 
few  are  looking  for  it.  Not  onh'  were 
smaller  stocks  up  big  in  No\'ember 
and  December,  when  the  biggest 
stocks  weren't,  as  I  cited  last  month. 


but  in  Januan''s  decline  they  also  f 
less.  For  the  first  time  in  \'ears  tl' 
market  has  "breadth,"  and  not  evo 
the  ''technicians,"  who  arc  suppose 
to  watch  out  for  such  things,  ha\ 
noted  it  as  the\'  remain  fixated  on  tl 
biggest-cap  Dow  and  s&P  indexes. 

Third,  note  that  interest  rat( 
peaked  last  March  and  ha\'e  falle 
e\er  since,  and  the  Fed  is  vcKallv  clci 
about  keeping  us  on  track.   I  giv 

them  a  B  H better  than  any  Fedl 

recession  relationship  ex'cr.  The  cor 
relation  between  kx:)sening  monetarj 
policy  and  bull  markets  is  verv  higl 
and  hard  to  refute. 

Then  there  is  sentiment.  It  is  han 
to  find  bulls.  Almost  e\'er\'one 
bearish — including  the  folks  whc 
take  pen  in  hand  when  thev  read  m) 
column.  Yet  look  at  the  war  reaction 
As  Humpr\'  Dumpt\'  would  have 
said  of  Januars',  "All  Hussein's  tanks 
and  all  Hussein's  men  coukin't  put 
the  bear  market  back  together  again.' 
A  major  bullish  feature  is  that  there  is 
almost  no  one  who  isn't  familiar  with 
the  negatix'cs.  They're  discounted. 

This  has  been  the  most  broadcast 
recession  ever — because  the  media 
industrx'  and  the  Northeast  were  the 
last  sectors  to  suffer  the  decade's 
"rolling  recession"  before  the  nation- 
al recession  began.  The  media  was 
more  recession  sensitive  thah  when 
going  into  any  prior  national  decline 
of  the  20th  centun,'.  The  result?  As  it 
wrote  early  warning  words  to  Ameri- 
ca's heartland,  folks  started  battening 
down  the  hatches  early,  which  has 
accelerated  the  decline  but  will  di- 
minish its  depth  through  lightened 
inventories,  reduced  middle  manage- 
ment, debt  pavdowns,  etc. — all  of 
which  is  healthy  and  quite  bullish. 

So  I'm  still  a  raving  bull  about  all 
but  the  biggest  stocks.  In  the  next 
five  years  I  see  nice  double-digit 
small-cap  returns  accompanied  by 
small  single-digit  returns  for  the  100 
largest  stocks.  Among  the  48  stocks  1 
ha\'e  recommended  in  the  past  few 
months  and  that  1  still  think  are  good 
bu\'s  are  AAR  Corp.  (11),  Ball  Corp. 
{27)XDICotf.  {7) .,  Dress  Barn  (o-t-c, 
7),  Orion  Pictures  (11)  and  Pope  & 
Talbot  (16).  For  you  who  remain 
resoluteh'  bearish,  I  can  onh'  sa}': 
Write  on!  Keep  those  letters  coming. 
In  my  contrarian  way,  they  make  me 
feel  better  than  if  you  agreed.         ■■ 
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Want  to  dabble  in  bankruptcies  and 
reorganizations?  Here's  one  investment  letter 
that  serves  the  field.  How  good  is  it? 

Up  from 
the  ashes 


Mark  Hulbert  is  editor  of  the  Alexandria  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance). 


Investing  in  distressed  securities  is  a 
style  that  goes  in  and  out  of  fashion, 
like  so  many  others.  There  may  be  a 
period  of  years  when  stocks  and 
bonds  of  troubled  companies  are  ig- 
nored, hence  cheap.  Then  word  gets 
out  about  a  killing  made  in  a  Penn 
Central  or  •  an  Interstate  Stores 
(which  became  Toys  "R"  Us),  and 
workout  investing  attracts  a  crowd. 
The  bargains  disappear  and  the  mar- 
ket goes  through  another  cycle. 

Perhaps  because  of  this  cyclicality 
there  is  only  one  investment  letter 
concentrating  on  bankrupt  securities 
among  the  1 20  advisory  services  that 
are  tracked  by  the  Hulbert  Financial 
Digest.  That  is  George  Putnam's 
Turnaround  Letter.  How  is  Putnam's 
record?  Not  good.  Over  the  36 
months  through  the  end  of  1990, 
Putnam  lost  14.8%  for  his  subscrib- 
ers, while  the  market  gained  42.9% 
(dividends  included). 

But  Putnam's  letter  and  distressed 
securities  in  general  may  be  coming 
into  their  own.  lunk  stocks  and  junk 
bonds  are  cheap  today.  They  are 
cheap  because  of  the  spate  of  bank- 
ruptcies, the  liquidation  of  distressed 


securities  by  everyone  from  Drexel 
Burnham  Lambert  to  the  federal 
government's  Resolution  Trust 
Corp.,  and  the  well-publicized  prob- 
lems of  such  investors  as  Goldman, 
Sachs'  Water  Street  Corporate  Re- 
coverv  Fund.  So  Putnam's  specialty 
is  particularly  timely  right  now. 

As  Putnam  is  the  first  to  admit,  the 
key  to  success  in  bankruptcy  invest- 
ing is  patience.  Are  you  willing  to 
hold  promising  bankrupts  for  the 
several  years  it  typically  takes  before 
they  possiblv  emerge  from  bankrupt- 
cy and  the  market  recognizes  their 
value?  Few  investors  are. 

Turnaround  investing  has  gotten 
some  press  attention  of  late.  Putnam 
guesses  that  the  net  effect  of  the  spot- 
light on  bankruptcy  investing  will  be 
increased  volatilit}'  among  the  securi- 
ties of  bankrupt  companies — as  they 
are  temporarily  bid  up  bv  eager  trad- 
ers, only  to  drop  even  more  when  the 
short-term  hopes  of  such  traders 
aren't  realized  and  their  limited  pa- 
tience becomes  exhausted. 

The  securities  are  already  plenty 
volatile.  Putnam's  recommendations 
on  average  are  more  than  twice  as 
volatile  (or  risky)  as  the  market  itself 
During  the  correction  following 
Iraq's  invasion  of  Kuwait,  Putnam's 
buy  list  dropped  29%,  against  the 
market's  10%. 

Besides  patience,  investors  need 
diversification.  You  have  to  cast  your 
net  wide  enough  to  catch  a  few  big 
winners,  winners  that  should  more 
than  make  up  for  the  many  outright 
duds  in  any  turnaround  portfolio. 

Putnam  uses  a  large  number  of 
traditional  forms  of  fundamental 
analysis  to  investigate  a  company's 
prospects  for  emerging  from  Chap- 
ter 11.  With  bankruptcies,  there  is 


another  big  factor  to  be  considered 
over  and  above  the  bankrupt  com- 
panies' investment  fundamentals:  If 
the  debt  is  so  onerous  that  debt- 
holders  will  end  up  owning  the  com- 
pany, you  have  to  have  a  sense  of 
how  the  spoils  will  be  carved  up.  In  a 
reorganization,  how  much  of  the 
stock  will  wind  up  in  the  hands  of 
the  senior  creditors?  How  much  in 
the  hands  of  the  debenture  holders? 
And  among  many  different  bond 
and  stock  issues,  which  arc  in  the 
strongest  positions  to  reward  the 
individual  investor? 

You  do  not  have  to  confront  these 
questions,  of  course,  if  the  company 
in  question  has  already  been  reorga- 
nized and  the  former  creditors  are 
trving  to  unload  their  new  stock.  Put- 
nam identifies  several  companies  that 
have  recently  emerged  from  bank- 
ruptcy with  good  long-term  poten- 
tial. One  of  them  is  Manville  Corp., 
which  has  been  beaten  down  over  the 
last  sexeral  months  by  fears  its  bank- 
ruptcy may  be  reopened  and  more  of 
its  value  reassigned  to  trial  lawyers 
and  their  clients.  Putnam  is  betting 
that  this  won't  happen. 

Another  Putnam  selection  is  MHI 
Group,  a  retail  marketer  of  mobile 
homes  that  emerged  from  Chapter  1 1 
five  years  ago.  Yet  another  is  the 
convertible  preferred  stock  of  First 
Cit}'  Bancorp  of  Texas,  which  was 
bailed  out  with  FDic  assistance  in 
1988.  Each  preferred  share,  which 
recently  closed  at  $13.75,  pays  a  total 
$5.50  dividend  each  year,  has  a  $50 
liquidating  value  and  can  be  convert- 
ed into  1.837  shares  of  First  City 
common,  recently  worth  $3.75. 

Currently  Putnam  is  not  recom- 
mending for  purchase  any  of  the 
publicly  traded  companies  that  went 
bankrupt  in  1990.  Nevertheless,  Put- 
nam believes  that  several  of  them 
have  solid,  core  businesses;  he  may 
recommend  one  or  more  for  pur- 
chase once  the  time  frames  for  their 
reorganization  become  clearer.  On 
this  list  of  potential  buy  candidates 
are  two  department  stores — Allied 
Stores/Federated  Department  Stores 
and  Ames  Department  Stores — as 
well  as  LTV  (the  steel  and  defense 
conglomerate),  Circle  K  (the  conve- 
nience store  chain),  Greyhound 
Lines  (the  bus  company)  and  Revco 
(the  drugstore  chain).  ^ 
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The  big  money  seems  currently  bullish. 
That's  not  necessarily  bullish. 

Avoid  the  cracks 


BY  FREDERICK  E.  ROWE  JR. 


FrederiLk  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


When  big  money  is  on  the  move, 
getting  in  the  way  can  prove  painfijl. 
Any  contrarian  investor  or  short-sell- 
er can  amply  attest  to  that  fact.  I 
know  I  can. 

But  just  because  it  is  overwhelm- 
ing, the  big  money  isn't  necessarily 
smart  money.  In  the  minds  of  many 
investors,  the  terms  "big  money"  and 
"smart  money"  are  synonymous. 
Clearly,  they  are  not.  The  converse  of 
"big  money"  or  "smart  money,"  of 
course,  is  "mullet  money"  or  "odd- 
lot  money."  Those  people  who  deal 
in  small  dollar  amounts  are  presumed 
to  be  reliable  indicators  of  the  way 
not  to  invest. 

This  is  a  questionable  assumption. 
The  great  institutions  that  dominate 
the  market  are  staffed  by  individuals. 
Some  of  these  individuals  arc  very 
bright  and  some  of  them  arc  not  very 
bright.  The  systems  under  which 
they  must  function,  however,  create 
investment  behavior  which  frequent- 
ly strikes  a  thinking,  risk-averse  indi- 
vidual investor  as  bizarre.  Consider 
the  following. 

Pension  fiinds  dwarf  other  invest- 
ment funds.  If  you  work  for  a  large 
company,  is  your  pension  being 
managed  by  the  modern  equivalent 
of  a  Bernard  Baruch?  Of  course  not. 
In  fact,  it  is  being  managed  by  a 
group  of  fearfiil  individu^Js  officially 
referred  to  as  the  pension  asset  alloca- 
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tion  committee.  This  committee,  for 
example,  might  decide  to  allocate 
50%  of  its  assets  to  fixed-income  in- 
vestments, 30%  to  stocks,  8%  to  real 
estate  and  12%  to  cash. 

Tvpicallv  the  individuals  on  this 
committee  could  perhaps  buy  stock 
in  round  lots  (100  shares  and  there- 
fore not  odd  lots),  but  rarely  would 
they  have  enough  money  to  buy 
much  more.  Like  you,  they  are  em- 
ployees of  the  company.  Once  the 
allocation  decision  is  made,  it  takes 
years  to  implement,  and  the  invest- 
ment outcome  is  almost  literally  out 
of  human  hands.  And  since  a  com- 
mittee has  made  the  asset  allocation 
decision,  it  makes  little  sense  for  an 
individual  on  that  committee  to  at- 
tempt to  reverse  or  question  the  wis- 
dom of  that  decision  until  long  after 
the  real  time  for  action  has  passed.  It 
is  an  understatement  to  say  that  these 
investment  committees  are  not  very 
flexible. 

Since  stocks,  bonds  and  particular- 
ly real  estate  have  performed  rather 
poorly  for  the  last  year  or  so,  a  great 
many  pensions  rather  than  being 
ovcrfunded  will  soon  be  underfund- 
ed. I  am  told  that  many  companies 
that  have  not  contributed  new  mon- 
ey since  1985  may  soon  do  so.  At  the 
corporate  level,  companies  will  see 
depressed  earnings  further  depressed 
by  the  additional  pension  fund  con- 
tributions they  must  make.  And  ob- 
viously, the  money  is  not  being  com- 
mitted because  some  investment 
guru  sees  enormous  opportunit}'  or 
value,  but  rather  because  of  almost 
mechanical  decisions  made  perhaps 
years  ago. 

At  the  same  time  companies  are 
upping  their  pension  hand  contribu- 
tions, individuals  who  long  ago  gave 
up  trying  to  understand  the  financial 
markets  continue  to  put  money  into 
equity  mutual  funds.  Stock  market 
fund  managers  are  charged  with 
managing  stocks,  not  cash.  A  12% 


cash  position  at  a  mutual  hand  i^ 
considered  ultracautious.  If  money t 
comes  in,  the  manager  must  spend 
it — almost  without  regard  for  howi 
he/she  feels  about  values  or  economiqii 
prospects.  i' 

At  the  moment  the  Fed  is  easing,  i 
and  since  little  stock  is  being  added  |i 
to  the  stock  market  through  new  eq-j 
uity   offerings,    the    supply /demand! 
balance  for  shares  would  appear  to  be  [I 
positive.  Warren  BufYett  has  popular- ll 
ized  Benjamin  Graham's  dictum  that  I 
"In  the  short  run,  the  stock  market  is 
a  voting  machine.  In  the  long  run,  it 
is  a  weighing  machine."  For  the  mo- 
ment, the  bulls  have  the  votes. 

Thus  all  of  the  necessary  factors 
would  seem  to  be  in  place  for  a  classic 
bull  market  and  economic  recovery 
once  the  Gulf  war  is  over.  This  is 
what  big  money  sees.  I  am  skeptical. 

My  constant  theme  has  been  the 
manic-depressive  nature  of  lenders. 
People  once  willing  to  extend  credit 
for  the  unlikeliest  of  projects  are  now 
reluctant  to  lend  money  for  any  rea- 
son. Their  lending  experience  has 
been  so  bad  that  their  psychology  is 
unlikely  to  change  in  the  near  future. 
When  credit  contracts,  the  economy 
contracts.  In  my  opinion  the  same 
sort  of  psychological  turnabout  is 
taking  place  in  the  minds  of  people 
who  once  spent  money  extravagant- 
ly— individuals,  corporations  and 
particularly  the  federal  government. 
To  a  great  extent  a  reluctance  to 
spend  is  a  function  of  the  fact  that  the 
money  just  isn't  there.  Equally  im- 
portant is  a  changing  mindset.  Thrift, 
sacrifice  and  sobriety  are  suddenly 
fashionable  and  together  are  enough 
to  ruin  any  economy. 

Tides  come  in  and  tides  go  out. 
Lenders  lend  and  lenders  don't  lend. 
Spenders  spend  and  spenders  don't 
spend,  and  all  of  these  things  are 
perhaps  governed  by  forces  more 
powerfiil  than  the  Federal  Reserve. 
For  the  moment,  the  bulls  have  mon- 
ey to  spend  at  exactly  the  time  that 
the  cracks  in  our  financial  system  are 
growing  wider.  Try  not  to  fall 
through  one  of  those  cracks. 

I  would  avoid  Wells  Farffo  (58), 
Community'  Psychiatric  (29),  Omni- 
com (23)  and  Westinjjhouse  (26).  For 
those  whose  taste  runs  to  short-sell- 
ing, these  might  prove  to  be  good 
candidates.  ^M 
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MONEY  &  INVESTMENTS 


Worried  that  the  Gulf  war  will  boost  inflation 
Si  in  the  year  ahead?  The  short-term  credit 
market  is  telling  us  that  this  is  unlikely. 

What  T  bills 
aire  saying 


BY  CHARLES  E.  BABIN 


Charles  E.  Babin  is  managing  director  of  BRS 
Capital  Management,  Inc.,  an  investment 
management  firm,  in  Boston. 


Ever  since  Iraq  swallowed  Kuwait, 
the  inflation  rate  has  been  one  of  our 
biggest  casualties.  Led  by  surging  en- 
ergy prices,  the  Consumer  Price  In- 
dex suddenly  ballooned  to  double- 
digit  annualized  rates,  before  trailing 
off  to  a  modest  pace  in  the  final 
months  of  1990.  As  a  result,  the  year- 
over-year  inflation  rate  was  5.4%, 
up  from  1989''s  4.8%. 

Will  the  Persian  Gulf  war  trigger 
an  upward  inflationary  spiral  and 
dog  199rs  fmancial  markets?  Inves- 
tors seeking  an  answer  can  look  to 
credit  market  behavior  for  a  valuable, 
unbiased  signal  of  things  to  come. 
Few  economic  theorems  have  stood 
up  as  well  as  Irving  Fisher's  turn-of- 
the-century  observation  that  the  mar- 
ket rate  of  interest  reflects  a  "real" 
rate — born  of  creditworthiness  and 
other  considerations — plus  "expect- 
ed" inflation.  If  Fisher  was  right — 
and  I  think  he  was — then  changes  in 
T  bill  rates  ought  to  tell  us  something 
about  the  inflation  outlook. 

In  my  Dec.   10,  1990  column,  I 
discussed  an  efficient  way  to  antici- 
pate   199 1's    average    three-month 
,  Treasury  bill  rate.  Simply  assume  that 
1990's    closing    T    bill    spot    price 
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(6.44%)  will  approximate  this  year's 
average  rate.  The  1989  closing  spot 
rate  (7.55%),  for  example,  came 
within  a  whisker  of  predicting  1990's 
actual  average  T  bill  yield  (7.50%). 
And  1989  was  not  a  fluke.  Historv 
shows  that  investors  utilizing  this 
technique  tvpically  would  have  been 
within  50  basis  points  of  correctly 
forecasting  the  forthcoming  year's 
mean  bill  rate  every  year  since 
1980 — a  spectacular  performance, 
given  the  volatilit)'  of  interest  rates 
during  this  period. 

Assuming  this  "market"  forecast 
for  1 99 1  pans  out,  this  year's  average 
T  bill  yield  will  drop  about  a  percent- 
age point  from  last  year's,  making  it 
166  basis  points  lower  than  I989's 


Inflation  forecast 

Three-month  T  bill  yield  1991 

5.94%         6.44%         6.94%       inflation* 


-probabilities- 


—  below 

99%  98%  96%  /% 

95  91  86  6 

80  72  62  5 

54  43  33  4 

'Consumer  Price  Index,  year-over-year  change. 

Historically,  changes  in  the 
rate  of  inflation  have  traclced 
interest  rate  movements.  The 
matrix  above  summarizes  the 
likelihood  of  various  inflation 
outcomes,  conditioned  on  alter- 
native T  bill  rates.  Example:  If 
this  year's  T  bill  yield  averages 
6.44%,  there  is  a  72%  chance 
that  this  year's  rate  of  inflation 
will  fall  below  5%. 


average  rate  (8.1%).  The  implica- 
tion: lower  inflation,  despite  the 
war  in  the  Persian  Gulf  and  volatile 
oil  prices. 

Try  a  back-of-the-envelope  exer- 
cise. By  simply  comparing  year-to- 
year  changes  in  average  bill  yields 
with  the  contemporaneous  fluctua- 
tion in  the  inflation  rate,  a  positive 
association  becomes  immediately  ap- 
parent. When  interest  rates  moved 
higher,  inflation  followed.  When  in- 
terest rates  dropped,  inflation  subsid- 
ed too.  Impressively,  since  1965 
there  have  been  only  five  occasions 
when  these  two  variables  moved  in 
opposite  directions. 

This  method  of  forecasting  direc- 
tional shifts  in  the  rate  of  inflation 
can  be  enhanced  by  using  standard 
regression  techniques  and  factoring 
in  previous-year  T  bill  and  inflation 
changes.  Without  going  into  the 
math,  suffice  it  to  say  that  over  the 
last  25  years  this  minimodel  foretold 
which  way  inflation  was  headed  in 
everv  vcar  but  two,  the  exceptions 
being  1977  and  1981.  The  key  is 
gening  it  right  on  the  current  year's 
T  bill  forecast. 

What  every  investor  should  re- 
member is  this:  Year-to-vear  changes 
in  average  T  bill  rates  are  an  excellent 
inflation  barometer.  And  the  prior 
year's  closing  T  bill  yield  is  a  reliable 
predictor  of  the  upcoming  year's  av- 
erage bill  rate. 

The  table  puts  the  two  concepts 
together.  It  presents  possible  199 1 
inflation  outcomes  based  on  this 
year's  6.44%  T  bill  prediction.  To 
allow  for  the  credit  market's  histori- 
cal error  experience  in  foreseeing  the 
path  of  interest  rates,  I  have  recast  the 
probability  estimates,  assuming  this 
"market's"  forecast  will  miss  199rs 
actual  T  bill  rate  by  50  basis  points  in 
either  direction. 

As  shown  in  the  matrix,  under  any 
of  these  interest  rate  scenarios  there  is 
a  less  than  4%  probability  that  infla- 
tion will  exceed  7%.  There's  a  better 
than  60%  chance  that  I99rs  infla- 
tion rate  will  prove  lower  than  last 
year's  5.4%  rate.  Thus,  assuming  no 
major  setback  in  the  war,  inflation  in 
1 99 1  will  probably  fall  below  5%. 
Inflation  still  exists  but  at  a  relatively 
manageable  level.  Thar  suggests 
good  news  for  both  the  debt  and 
equity  markets  in  the  year  ahead.  IH 
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BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or 
9) — including  some 
very  famous  names 
— which  I  believe 
MARTIN  ZWEIG  could  "take  a  bath." 
ril  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($39  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  mdicators  which 
helped  make  The  Zweig  Forecast 


*1  IN  PROFITS  for  the  whole  decade 
through  6/90  among  all  advisory 
services  tracked  by 
Hulbert.  (Past  results 
do  not  guarantee 
future  results.)  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial. 
Time  IS  crucial.  EXTRA  BONUS 

Three-Month  Trial  $50. 
One  Year  $245.  Visa/MC. 
1-800-633-2252  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  360.  Bellmore,  NY  11710 


HOW  DO 

YOU  FIND 

RECESSION 

RESISTANT 

OR 
COUNTER- 
CYCLICAL 
COMPANIES? 


BUSINESS  OPPORTUNITIES 


Look  for  an  "ever 
growing  repeat 
order  factor"  {\he       ,. 
customers  return  to  cS 
do  more  and  more    <- 
business)  and  a  "cookie 
cutter  factor"  (the  manage- 
ment takes  the  original 
operation  and  keeps  copy- 
ing it  from  city  to  city,  almost 
endlessly). 

Tt)  receive  reports  on  the 
companies  Andrew  l.anyi 
believes  may  prove  reces- 
sion resistant  or  even 
counter-cyclical,  call  l.es  or 
Bill  toll-free  I-800-LANYI-01; 
in  New  York  City  call  212- 
940-0272. 

The  Lanyi  Division  of 
Ladenburg.  Thalmann  &  Co. 

.S40  Madison  Avenue 
New  York.  NY  10022 


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  &  RANCHES 
FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCINGi 

To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 

NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


EmssazMa 


MIRACLE  POLISHING  CLOTH 

Cleans/polishes   ANY   surtace  like   magic 
Instantly!  Terrific  10  second  demonstration'  Fast 
$3  49  seller  pays  $2  90  profit'  Big  volume  Cham 
Store  Item   Exclusive  territory 

FREE  SAMPLE  '"'prlV/K^^" 

nOQ      1312-FB      WASHINGTON  AVENUE 
TluO     ST  LOUIS.  MO  63103-1969  USA 

Phone  or  write:  314-241-8464 


REPOSSESSED  VA  &  HUD  HOMES 

available  fcom  governmenl  from  $1  without  credil 
check  You  repair  Also  drug  seizures  and  lax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H- 1030  lot  repo  list  your  area 


SEIZED  CARS — Porsche.  Ferrari,  Vette. 
etc  Trucks,  boats,  ^-wheelers,  TV's,  stereos, 
luiniture  by  Drug  Enforcement  Agency.  FBI.  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  now  Call  (805)  682-7555  EXT  C-1031 


Receive  Value  Line 
for  only  $60 

An  Introductory  subscription  to  The  Value  Line  Investment 
Survey  brings  you  the  2000-page  Investors  Reference  Service 
Value  Line's  most  recent  reports  and  ratings  on  1700  stocks.  You 
will  also  receive  analyses  of  about  130  stocks  each  week  for  10 

weeks  for  $60.  Available  only  once  every  two  years  to  any 

household.  Special  Offer.  J.K.  Lasser's  1991  Tax  Guide  (Retail 

price  $12.95)  With  your  subscription  you  will  also  receive  the  1991 

edition  of  J.K.  Lasser's  'Tour  Income  Tax"  (499  pages)  covering  • 

Late  Breaking  Tax  Update  Supplement  •  Tax  Alert  HoUtne  •  Income 

Tax  Forms  and  Worksheets...  (Available  while  supplies  last)  Your 

subscription  to  Value  Line  may  be  tax-deductible.  Consult  your  tax 

yadvlsor.  Send  check  or  money  order  along  with  name,  address  and^ 

zip  code  together  with  this  ad  or: 

S  CaU  ToU-Free  1-800-633-2252 

(Ext.  2686-Dept.  916K18)  American  Express. 

MasterCard  or  Visa.  24  hours  a  day.  7  days  a 

week.  30  days  Money-Back  Guarantee. 

Tlie  Value  Une  Investment  Survey* 

71 1  Third  Avenue  NY,  NY  10017 
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BUSINESS  OPPORTUNITIES 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
Corporations.  General,  Aircraft, 
Boat  &  Shelf  Corporations. 
Dflawc  ire    ^allWrite  for  FREE  KIT: 

X^mtrv       P  O-  ^^  ^^^^ 
\\^     -'    Wilmington,  DE  19899 

-^    ^"'^  800-321-CORP- 302-652-6532 


CAPITAL  AVAILABLE 


CAPITAL  AVAILABLE 


For  viable  expansion  projects  and  excit- 
ing start-ups  $250,000.  USD  an^  up. 
Brokers  Welcome  '^ 

BARCL\Y  CONSULTANTS  ^^ 


(407)  788-6267 


QCI  I  VnilD  Brokers/Owners -list 
OCLL  lUUn  m  Japanese  MLS- 
DQflDCDTV  ^^^^  service  Reacti 
rnUlCni  I  lOOO's  of  Brokers/In- 
vestors/Corporations 
in  Japan  Free  trans 
lation/typesetting  Also  display  ads.  brokerage/ 
agency  services,  consulting,  marketing,  trade- 
stiows  NO  COMMISSION 

Horlec  Bunker  1-800-USA-2111 


IN  JAPAN 
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SNACK  ROUTES 
FOR  SALE  CHEAP 

Gourmet  patented  machine.  Possible  gross 

$2,000-$3,000  weekly  for  tlie  rest  of  your 

life  Buy  direct  from  the  manufacturer 

If  you  are  looking  for  an  all 

cash  income  Call  Mr.  Hamilton 

1.800-243-9799    DepI  F01 


FAST  FACTS 

ABOUT 

FORBES  SUBSCRIBERS 


•Total  management:  71.2% 

•  Total  paid  circulation:  735,000 

Median  household  income:  $126,705 


•  Median  value  of  investment  portfolio:  $363,003 

Average  time  spent  reading  Forbes:  2  hrs.  5  mins. 

•  Read  Forbes  at  home:  89. 1% 


mixed.  Operating  cash  flow  is  rising, 
but  the  days  of  the  rich  \'aluations 
once  put  on  cable  assets  are  o\'cr. 

Kassan  estimates  Time  Warner  lost 
$12.95  a  share  in  1990,  versus  a  loss 
of  $4.34  in  1989.  He  looks  for  it  to 
lose  $12.55  a  share  this  year. 

If  the  stock  backs  off  to  75,  Kassan 
would  again  be  a  buver,  but  he  would 
not  chase  it  at  current  lc\els.  With  so 
many  burned  stockholders  out  there, 
there's  no  need  to. 


The  pipeline  runs  dry} 

Schering-Plough  Corp.  has  rolled 
out  some  nice-looking  earnings  re- 
ports: Earnings  last  vear  rose  20%,  to 
$2.50  a  share.  Analysts  look  for  an- 
other 18%  gain,  to  $2.95,  in  1991. 

But  drug  stocks  sell  on  long-term 
prospects,  and  Schering's  long  term 
isn't  all  that  prett)'.  It  announced  on 
Jan.  17  that  it  had  suspended  the 
development  of  an  antifungal  drug. 
Its  stock  promptly  fell  2  points,  to  41, 
before  recovering  to  a  recent  4378. 

This  was  only  the  latest  setback  for 
the  $3.3  billion  (1990  sales)  drug- 
maker.  Last  August  it  pulled  the  plug 
on  an  antihypertensi\'c  drug.  In  De- 
cember, the  FDA  ad\'isor\'  committee 
recommended  the  approval  of  white 
cell  growth  drugs  from  Amgen  and 
Immunex;  Schering's  entn'  wasn't 
formally  reviewed.  Meanwhile,  the 
FDA  continues  to  delay  the  approxal  of 
Claritin,  a  promising  antihistamine 
developed  by  the  Madison,  N.J.- 
based  company  . 

With  these  disappointments  the 
betting  is  that  over  the  next  few  years 
Schcring's  growth  will  slow  to  14% 
or  15%.  So  even  though  the  stock 
currently  looks  attractive  at  1 5  times 
estimated  1991  earnings — a  discount 
Q  to  its  group — it  may  well  continue  to 
fje  Jag  the  group. 

3ems  In  September  Schering  announced 

L^JJIfiat  it  would  spend  up  to  $  1  billion  to 

ly  back  its  own  shares.  At  recent 

(ices,  that  amount  is  enough  to  re- 

Tirchasc  some  10%  of  the  227  mil- 

1  common  shares  outstanding.  As 

icring  has  big  operating  cash  flow 

, already  has  over  $1  billion  in  the 

itinancing  the  buyback  ought  to  be 

ich.  But  while  this  may  ser\'e  to 

lort  the  share  price  somewhat,  it's 

rOlceason  enough  to  bu\'  a  drug 
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This  is  the  way  you  always 
imaginedltie  South  Pacific 


r^—  ^y^ r™ad  wliat 

lljtl''        Andrew  Harper's 
exclusive  guide  to  unspoiled  places 
says  about  Malcolm  Forbes' 
exotic  Fiji  Island  paradise. 

It's  the  vacation 
of  a  lifetime  for 
$2,400  a  week! 


^^T^^aken  as  a  whole,  Fyi  is 

I  'perhaps  the  most  idyllic  and 
^  ^  I  hospitable  archipelago  in  the 
^  •  B        South  Seas,  its  essence 

^^^     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fyi  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lu.shest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 
and  wild  birds. . . . 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


^^ciem^^syJ^epcart 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  er^joyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper.  Jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells. . . . 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific  .. .  ||B| 


i^ 


NilCHTV   KIHCISIGV  '^"^^^■'^9  **  ^^^  ■"^t  Its  match,  the 

stared  down 
a  leopard* 


jungle  beast  turned  tail  and  obeyed 
KIngsley's  command  to  "Go  home,  you 
fool."  Rudyard  Kipling  said  of  African 
explorer  Kingsley,  "Being  human,  she 

must  have  been  afraid  of  something.  But  one 

never  found  out  what  it  was." 


Fearless,  persistent,  and  enthusiastic, 
many  of  the  WOMEN  WHO  AAADE  A 
DIFFERENCE  continue  to  live  on  in  their 
brilliant  achievements.  They  include: 

•  DR.  JAMES  BARRY,  a  top 

British  army  medical 
officer  who  turned  out 
to  be  a  woman. 

•  ANNA  CARROLL,  who 

claimed  her  military 
strategy  won  the  Civil  War. 


•  POPE  JOAN,  the  legendary 
female  Pope. 

•  FANNY  MENDELSSOHN, 

perhaps  a  better  composer 
than  brother  Felix. 

•  MARY  SURRAT,  hanged, 
perhaps  wrongly,  for 
Lincoln's  assassination. 


You'll  meet  a  hundred  women  in  all,  from  Shakespeare's  "Dark  Lady"  to  Chicago's 
Mrs.  O'Leary;  from  Anna  Jarvis,  who  thought  up  Mother's  Day  (and  regretted  it),  to 
Mother  Jones,  stalwart  union  organizer.  Malcolm  Forbes,  whose  love  of  little-known 
facts  led  to  the  best-selling  They  Went  That-a-Way  and  What  Happened  to  Their 
Kids?,  chronicles  the  lives  of  these  remarkable  women  in  a  book  that  is  a  pleasure  to 
browse  in  and  hard  to  put  down,  and  as  enlightening  as  it  is  inspiring. 
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MALCOLM  FORBES 


•^  ^ble  now  at  your 
^<j>A,al  bookstores 


WITH  JEFF  BLOCH 


SIMON     &     SCHUSTER 
A  Paramount  Communications  Company 
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EDITED  BY  DERO  A.  SAUNDERS 


"The  more  things  change  . . ." 
70  years  ago  in  Forbes 

(From  the  issue  oe  Feb.  19,  1921 ) 
"Mail-order  business  isn't  what  it 
used  to  be,  since  the  farmer's  flivver 
has  brought  him  into  close  touch 
with  the  merchants  of  the  large  coun- 
tr)'  towns.  The  days  of  big  expansion 
for  these  companies  are  apparently 
over,  although  they  may  hold  their 
own  and  continue  to  grow  through 
adoption  of  new  sales  methods.  .  .  . 
Sears,  Roebuck's  January  sales  have 
been  reported  as  $15.6  million 
against  $29  million  in  January  1920, 
a  decrease  of  over  47%." 

"Unemployment  breeds  discontent, 
radicalism  and  revolution.  Washing- 
ton statistics  indicate  that  there  are 
over  3.5  million  workless.  Some- 
thing— everything  possible — ought 
to  be  done  to  save  the  idle  from 
hardship  and  hunger.  .  .  .  Happily, 
business  is  showing  signs  of  revival. 
But  meanwhile  palliatives  ought  to 
be  promptly  evolved." 

60  years  ago 

(From  the  ISSUE  OE  Feb.  15,  1931) 
"Many  banks  which  were  coura- 
geous when  they  should  have  been 
cautious  are  cautious  now  that  they 
should  be  courageous.  They  lent 
their  funds  freely,  often  too  freely, 
when  everything  was  inflated;  they 
refuse  to  lend  even  halfway  freely 
now  that  everything  is  deflated." 

"The  most  efficient  farmers  believe 
that,  through  the  elimination  of  eco- 
nomic waste  on  the  soil,  they  can 
operate  at  a  good  profit  even  in  the 
face  of  protracted  low  prices.  They 
believe  that  by  converting  the  iron 
slaves  of  power  and  machinery  into 


farmliands,  they  can  radically  curtail 
the  cost  of  raising  farm  products." 

50  years  ago 

(From  the  issue  of  Feb.  15,  1941) 
"With  a  backlog  upward  of  half  a 
billion  dollars  in  unfilled  orders  on  its 
books,  Glenn  L.  Martin  Co.  is  sec- 
ond to  none  in  the  importance  of  its 
place  in  the  U.S.  national  prepared- 
ness effort.  Builder  of  the  famous 
'Martin  Bomber,'  the  'Clipper'  planes 
which  inaugurated  the  trans-Pacific 
service  of  Pan  American  Airways  and 
many  another  brilliant  argonaut  of 
the  air  lanes,  the  story  of  this  compa- 
ny is  not  so  much  the  story  of  the 
genius  of  one  man  as  it  is  of  the 
singleness  of  purpose  of  this  man." 


Glenn  Martin  with  plane  model. 

"Hitler  fulminates  that  he  is  prepar- 
ing an  early  invasion  of  Britain.  His 
submarines  are  sinking  a  disturbing 
number  of  ships.  U.S.  aid  to  other 
democracies  reportedly  lags.  Pre- 
paredness production  is  represented  as 


disappointing.  .  .  .  Notwithstanding 
all  that,  my  belief  is  that  the  next 
important  economic  movement  in  this 
country  will  be  forward  and  upward." 

25  years  ago 

(From  the  issi'e  of  Feb.  15,  1966) 


TRW 

Vice  Chairman 

Simon  Ramo. 


"Some    very    big    companies    are 

headed  for  trouble  by  tr^'ing  to  buy 
their  way  into  technologically  orient- 
ed businesses  that  they  know  nothing 
about.  That's  the  opinion  of  [trw 
Vice  Chairman]  Dr.  Simon  Ramo, 
who  ought  to  know.  .  .  .  Says  Ramo: 
'A  big  outfit  isn't  doing  laser  work, 
for  example,  so  it  buys  a  small  com- 
pany that  is.  The  big  outfit  has  no 
idea  how  it  will  use  lasers,  but  be- 
cause lasers  are  new  and  scientific  it 
thinks  the  acquisition  is  just  great.  I 
love  to  see  our  competitors  rush  into 
things  like  this.'  " 

"For  the  first  time  in  35  years,  the 
Maine  Central  Railroad  has  declared 
a  dividend  on  its  common — $1  a 
share.  Last  declaration:  $2  in  1931." 

"Thanks  to  lower  prices,  Chicago's 
G.D.  Searle  &  Co.,  the  U.S.'  largest 
maker  of  oral  contraceptives,  had  an 
off  year  in  1965.  Sales  rose  a  mere 
2.8%  to  $89  million,  earnings  de- 
clined 4.4%  to  $1.75  a  share.  Even  so 
...  its  pretax  margins  were  still 
50%,  its  return  on  equity  35%." 


10 


years  ago 


Mechanized  hay  culture  in  the  early  1930s:  power  baling 
plus  haulage  by  truck. 


(From  the  issue  of  Feb.  16,  1981) 
"The  best  way  auto  workers  can  help 
hard-pressed  employers,  according  to 
General  Motors'  new  chairman,  Rog- 
er Smith,  would  be  to  show  up  on  the 
job.  Absenteeism,  he  says,  is  costing 
GM  about  $1  billion  a  vear,  a  sum 
equal  to  the  number  one  automaker's 
total  operating  losses  during  the  [late] 
car  market  collapse.  ..."  Hi 
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DUdiNc^d  ur  Lift 


Malcolm  Forbes 


An  inadequate  chief 
executive  officer's 
time  at  the  top  is  always 
too  lonjf  no  matter 
how  short. 

When  those  with  ability 
at  their  job  ^et  to 
thinking  they  can't 
be  done  without, 
they're  already  on  their 
way  out. 

Beinpf  ri^ht  half  the 
time  beats  beitig  half 
right  all  the  time. 


A  Text ... 

See  that  none  render 

evil  for  evil  unto 

any  man,  but  ever  follow 

that  which  is  good,  both 

among  yourselves,  and 

to  all  men. 

-I  Thessalonians  5:15 

Sent  in  by  Mrs.  David  S.  Bor- 
land, Williamsburg,  Va.  What's 
your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to 
senders  of  texts  used. 


When  I  make  a  mistake,  it's 

a  beaut. 

-Fiorello  La  Guardia 

An  error  is  simply  a  failure 
to  adjust  immediately 
from  a  preconception  to 
an  actuality. 
-John  Cage 

The  world  always  makes 
the  assumption  that  the 
exposure  of  an  error  is 
identical  with  the  discovery 
of  the  truth — that  error 
and  truth  are  simply 
opposite.  They  are  nothing 
of  the  sort.  What  the 
world  turns  to,  when 
it  is  cured  of  one  error, 
is  usually  simply  another 
error,  and  maybe  one  worse 
than  the  first  one. 
-H.L.  Mencken 

It  is  almost  as  difficult 
to  make  a  man  unicarn 
his  errors  ;is  his  knowledge. 

-Char;  i-  •  -^  '  i  vn  Colton 

To  err  is  human,  but  when 
the  eraser  wears  out 
ahead  oi  the  pencil,  you're 
overdoing  it. 
-J.  Jenkins 


I  beseech  vou,  in  the  bowels 
of  Christ,  think  it  possible 
you  may  be  mistaken. 
-Oliver  Cromwell 

Half  of  our  mistakes  in 
life  arise  from  feeling 
where  we  ought  to  think, 
and  thinking  where  we 
ought  to  feel. 
-John  Churton  Collins 

An  old  error  is  always  more 
popular  than  a  new  truth. 
-German  proverb 

Why  did  Nature  create  man?  Was 
it  to  show  that  she  is  big 
enough  to  make  mistakes,  or 
was  it  pure  ignorance? 
-Holbrook  Jackson 

There  is  no  such  source 
of  error  as  the  pursuit  of 
absolute  truth. 
-Samuel  Butler 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19,50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y,  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Positive:  being  mistaken  at 
the  top  of  one's  voice.     - 

-Ambrose  Bierce 

It  is  human  to  err; 
and  the  only  final  and 
deadly  error,  among 
all  our  errors,  is  denying 
that  we  have  ever  erred. 
-G.K.  Chesterton 

The  fellow  who  never  makes  a       ' 
mistake  takes  his  orders  from 
one  who  does. 
-Herbert  V.  Prochnow 

I  hate  all  bungling  like  sin, 
but  most  of  all  bungling 
in  state  affairs,  which 
produces  nothing  but 
mischief  to  thousands 
and  millions. 
-Goethe 

An  error  is  always  the  more 
dangerous  in  proportion 
to  the  degree  of  truth  which 
it  contains. 
-Henri  Frederic  Amiel         • 

Experience  is  simply  the 
name  we  give  our  mistakes. 
-Oscar  Wilde 

Ignorance  is  a  blank  sheet 
on  which  we  may  write; 
but  error  is  a  scribbled 
one  from  which  we  must 
first  erase. 
-Charles  Caleb  Colton 

The  pain  that  others  give 
passes  away  in  their  later 
kindness,  but  that  of  our  own 
blunders,  especially  when 
they  hurt  our  vanity, 
never  passes  away. 
-William  Bltler  Yeats 

Who  has  credit  enough  in  this 
world  to  pay  for  his  mistakes? 

-Edward  Dahlberg 

Woman  was  God's  second  mistake. 

-Friedrich  Nietzsche 
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How  the 
money  men 
are  healing 
overleveraged 
kcompanies 
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Ceran  glass-ceramic  panels  are  tops. 


1    "Ceran"  glass-ceramic 
panels  used  for  cooktops 
have  a  big  advantage  over 
natural  materials:  tliey  do 
not  warp,  wliatever  the 
temperature.  But  they  do 
share  specific  characteris- 
tics with  some  stones. 
Like  slate  2,  they  are  thin 
and  tough.  Like  marble  3. 
they  offer  great  variety. 
They're  as  non-porous  as 
obsidian  <r  as  hard  as 
eclogite  5.  and  like  meta- 
texite  6  they  can  with- 
stand extreme  heid. 


In  nature,  you'll  find  a  wide  variety 
of  stones  that  have  an  extensive 
range  of  properties.  To  illustrate 
the  point,  we  have  created  a  sim- 
plified cross  section  made  up  of 
specimens  found  throughout  the 
world. 

Schott  draws  on  raw  mate- 
rials from  the  earth  to  produce 
"Ceran"  glass-ceramic  panels  that 
top  anything  found  in  nature, 
because  they  combine  a  host  of 
properties  that  are  found  only 
separately  in  the  stones  shown  in 
our  cross  section.  "Ceran"  glass- 
ceramic  panels  are  ideally  suited 
for  smoothtop  ranges,  because 
they  are  perfectly  smooth  and 
non-porous,  which  makes  them 
remarkably  easy  to  clean.   They 


come  in  many  variations  to  go  with 
any  decor.  They  are  heat-resis- 
tant and  so  tough  they'll  take  all 
the  wear  and  tear  you  can  dish 
out. 

But  their  really  outstanding 

advantage  over  natural  materials 
is  that  they  absolutely  won't  warp 
or  change  shape  even  if  the 
temperature  varies  by  as  much 
as  1500  °F.  This  is  an  advantage 
shared  by  all  our  glass-ceramics, 
which  is  why  they're  even  used  for 
telescope  mirrors. 

"Ceran"        glass-ceramic 

panels,  available  from  Schott 
America,  are  just  one  example 
of  how  Schott's  innovative 
development  responds  to  specific 
needs.   In  today's  world,   special 


glass  helps  keep  technology 
advancing. 

Schott   worldwide:    50,000 

products,  50  production  facilities, 
represented  in  morethan  100  coun- 
tries, with  over  $1  billion  in  sales. 

Schott  in   North  America: 

11  companiesemploying  morethan 
1,800  people. 

Would    you    like   to    know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F  33,  3  Odell  Plaza, 
Yonkers,  NY  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 


anxious  analysts. 
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The  Dale  Carnegie®  Executive  Image  Progi-am.    TUT  n  AT  V     the  FORTUNE  500  have  the  Dale  Carnegie* 
Learn  how  to  move  issues  in  a  positive  direction,  a  /  'VA  TPPTP  difference.  Because  it's  better  to  be  drilled  in 
How  to  strengthen  your  signals.  How  to  present,  I  A\  \  mt  ^    she  intense  sessions  than  lambasted  in  public.  Call 
critique,  question.  How  to  gain  cooperation  .To    jAirtTDrWT    ^^^  ^^^  ^^^  course  catalog.  Dale  Carnegie 
build  respect.  To  build  a  team.  Over  400  of  UlrrryKLi^tL/   Professional  Development:  How  to  win. 


Dale   Carnegie  &  Associates,   Inc.     Leadership  Training  Worldwide 
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The  1990  World  Champion  Mercedes  is  history, 


Weaving  an  unprecedented  string  of  15 
wins  in  17  races  from  1989  through  1990, 
Mercedes-Benz  claimed  the  World  Sports 
Prototype  Championship  in  1990  for  a 
second  consecutive  year. 

Powering  the  victorious  duo  of  CU 
'Silver  Arrows"  was  a  five 
liter  V-8  that  blended 
seven  hundred  thun- 


dering horsepower  with  the  reliability  of  a 
Mercedes-Benz.  Outracing-and  outlasting- 
the  fastest  competition  the  automotive  world 
could  muster. 

From  its  rugged  lightweight  hypereutec- 
tic  aluminum  block  to  its  free-breathing 
32-valve  cylinder 
head,  that  same 
basic  five-liter  V-8 


tl  1991  Mcrccdcs-Benz<)fN.A.,lnL.,M(intv.ile,  N.J. 


ItsV-8  lives  on. 


design  is  still  potent  but  considerably  tamer       engineering  leadership,  call  1-800-468-4001 

in  500SL  form.  As  placid  as  a  millpond.  All       anytime.  Or  visit  your  authorized  Mercedes- 

but  inaudible  at  normal  speeds.  Indeed,  it  is       Benz  dealer. 

an  engine  so  thoroughly  civilized  as  to  normally 

go  all  but  unnoticed. 

So  perhaps  the  500 SL  V-8  should  thank 

the  1990  World  Champion  V-8  for  making 

it  famous. 

ENGINEERED  LIKE  NO  OTHER' 

For  more  information  on  Mercedes-Benz  CAR  IN  THE  WORLD 
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Matthew  Schifrin,  Jason 
Zweig  and  Laura  Jereski 


:sirDtiiNtb^ 


Heads  they  win,  tails  they  win 

Cynical  investment  bankers  always 
figured  that  thcv  would  make  moncv  com- 
ing and  going  from  the  leveraged  takeover 
business.  They  made  fees  running  into  the 
billions  of  dollars  leveraging  up  these  deals 
and  loading  them  with  debt.  Now  they  are 
making  another  round  of  fees  bv  seeming 
to  unlcvcrage  what  the\'  leveraged.  And 
the  partv  isn't  over,  Laura  Jereski  and 
Jason  Zweig  report  in  our  cover  stor)'.  The 
restructurings  being  pasted  together  are 
so  shak\'  that  there  is  almost  certainly 
going  to  be  a  third  round  of  fees,  this  time 
restructuring  the  restructurings.  "Step 
right  up,  folks"  begins  on  page  74. 

And  who  dominates  the  deleveraging  business  the  way  Miki 
Milken  dominated  the  leveraging  business?  In  "Dr.  Feelgood' 
Zweig  and  Matthew  Schifrin  identif\'  him  as  Wilbur  Ross  o 
Rothschild  Inc.  Plaving  on  the  vulncrabilitv  of  many  junk  bone 
holders,  he  makes  big  fees  showing  dealsters  how  to  hold  on  to  theii 
deals  e\en  aft:er  their  debt  has  defaulted,  and  he  shows  hapless  junk 
holders  how  to  lose  money  without  having  to  show  the  losses  on 
their  books.  The  story  starts  on  page  78. 

It  couldn't  happen  to  a  nicer  fellow 

As  FAR  BACK  as  the  summer  of  1 980,  even  before  he  attacked  Iran  and 
long  before  he  gassed  the  Kurds,  Forbes  warned  that  Saddam 
Hussein  was  a  threat  to  world  peace  as  well  as  to  his  own  people.  This 
perceptive  reporting  didn't  stop  the  U.S.  government  from  tilting 
toward  Iraq  during  the  Iran-Iraq  war.  Nor  did  it  discourage 
American  politicians  like  Senator  Robert  Dole  from  saying  nice 
things  about  the  thuggish  Iraqi  dictator.  But  at  least  the  U.S.  never 
sold  him  advanced  arms.  The  French  did.  As  it  turns  out,  Saddam 
didn't  get  much  value  for  his  money,  but  neither  did  the  French. 
Saddam  got  obsolete  equipment — and  the  French  have  collected  less 
than  70  cents  on  the  dollar.  Peter  Fuhrman  of  our  European  bureau 
has  the  story  in  "It  couldn't  have  happened  to  a  nicer  guy."  Page  38. 

Quality  and  volume 

We  THINK  our  Jerr)'  Flint  is  the  best  automotive  reporter  in  the 
business.  A  senior  member  of  our  staff  for  12  years,  he  covered 
Detroit,  his  hometown,  first  for  the  Wall  Street  Journal  and  later  for 
the  Nen^  York  Times  for  a  combined  15  years.  In  this  issue  he 
interviews  General  Motors'  new  top  gun,  Robert  Stcmpel,  as  well  as 
CMS  top  echelon,  and  gets  to  the  heart  of  what  ails  GM.  "A  year  for 
living  dangerously"  starts  on  page  84.  It  warns  of  serious  red  ink  for 
GM  in  1 99 1  but  expresses  cautious  optimism  about  the  future.  The 
key  words,  Flint  says,  are  quality  and  volume.  GM  needs  more  of  both 
to  make  money  again  in  North  America. 


Sel 
Is. 

Ali 


Chi 


Q^^  d/<  q-'Lj^^.j^ 


editor 


Forbes  ■  March  4,  1991 


X 


The  Franklin  IRA 
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^For  age 
and  want 
save  while 


—Benjamin  Franklin,  1758 


Setting  Aside  Money  For  the  Future 
Is  A  Time-Honored  Tradition. 

At  Franklin  we  are  proud  to  help  you  carry  on 
that  tradition.  When  you  invest  in  a  Franklin  IRA, 
your  assets  can  grow  much  faster  with  compound- 
ing, tax-deferred  earnings.  Plus,  as  a  Franklin 
investor,  you  can: 

Choose  from  a  wide  selection  of  23  funds.  You  can 

transfer  IRA  assets  between  most  Franklin  funds  for 
just  $5.^ 

Take  advantage  of  professional  fund  management. 

Franklin's  investment  speciaUsts  manage  your  IRA 
assets.  We  have  carefully  built  our  expertise  in  fund 
management  since  1947. 


Transfer  funds  automatically.  You  may  have  regular 
monthly  investments  of  $25  or  more  transferred 
from  your  bank  account  to  your  ^rankhn 
fund  account. 


'The  exchange  program  may  be  discontinued  or  modified  by 
the  fund  at  any  time  upon  60  days'  notice  to  shareholders. 


Your  IRA  contribution  may  still  be 
tax-deductible!  Call  your  investment 
representative  or  Franklin  today  for  a 
free  brochure  that  helps  you  determine 
your  IRA  deductibility. 

1-800-342-FUND  Ext.  776 


Franklin  Distributors,  Inc.  hoh'm 

777  Mariners  Island  Blvd.  "f" 

San  Mateo,  CA  94404-1585 

YES!  I  would  like  a  free  Franklin  IRA  brochure  and  a 
prospectus  containing  more  complete  information,  in- 
cluding charges  and  expenses  on  the  fund(s)  checked 
below.  I  will  read  the  prospectus(es)  carefully  before 
I  invest  or  send  money. 

D  Franklin  Equity  Fund 
D  Franklin  Income  Fund 
D  Franklin  Adjustable  U.S.  Government 

Securities  Fund 
D  Franklin  Money  Fund 

D  I  am  currently  a  Franklin  shareholder. 
Name 


Address 


City/ State/ Zip 


F  R  k  n  K<  1 1  Nl 

Member  $43  Billion  Franklin  Group  of  Funds 
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More  trouble  for 
Murdoch^ 

Fresh  from  restructuring  $7.6  bil- 
lion in  debt,  Rupert  Murdoch's  News 
Corp.  could  be  in  for  another  tough 
fight.  Magazine  mogul  Peter  Dia- 
mandis  may  be  coming  to  the  rescue 
of  troubled  T\'SM,  publisher  of  Cable 
Guide  and  TT  Time,  the  chief  rivals  to 
Murdoch's  TT^  Guide. 

Diamandis  took  ess  Magazines 
private  for  $650  million  (Forbes, 
Aujf.  10,  1987)  and  sold  it  to  Ha- 


The  new,  bigger 
Cable  Guide 
Peter  Diamandis 
in  the  wings? 


chette,  S.A.  for  $712  million  a  few 
months  later.  Now  he  is  advising 
Chase  Manhattan,  tvsm's  lead  bank- 
er, on  the  protracted  restructuring  of 
some  $50  million  in  loans  to  the 
company.  More  important,  he  is 
Strongly  considering  a  management 
role  and  equit\'  investment  in  tvsm. 

Forbes  was  not  quite  tuned  in  a 
few  months  ago  when  it  praised  TVSM 
(Oa.  1,  1990).  In  January  former 
Newsweek  president  Mark  Edmis- 
ton,  who  had  run  T\'SM  since  he  led  its 
$50  million  buyout  in  1986,  resigned 
under  pressure. 

Edmiston  was  a  big  spender.  In 
1990  alone  he  spent  more  than  $5 
million  to  launch  the  weekly  TV  Time 
while  expanding  the  monthly  Cable 
Guide — all  as  advertising  was  going 
into  deep  freeze.  Cable  Guide's  adver- 
tising pages  dropped  25%  last  year. 

Still,  Diamandis  says  he  thinks  Ca- 
ble Guide's  10  million  subscribers 
make  it  a  desirable  property'.  One  idea 
that  was  tossed  around  in  the  restruc- 
turing talks:  a  partnership  with  cable 
operators. 

And  what  of  7T  Time>  "It's  a  coin 
flip,"  says  Diamandis.  "TV  Time 
needs  $25  million  to  $50  million  to 
make  it  viable.  Now  is  probably  not 
the  right  time." 

But  that  assessment  could  change 
on  a  dime.  In  March  Murdoch  begins 
test-marketing  a  larger-size  TV  Guide. 


In  July  Diamandis'  noncompete 
agreement  with  Hachette  expires. 
Don't  be  surprised  if  he  decides  to 
jump  back  into  the  magazine  business 
with  a  \'engeance. 

Those  who  live 
in  glass  houses  .  .  . 

Like  its  rival  Bain  &  Co.  (Forbes, 
Feb.  18)^  management  consultant 
Booz,  Allen  &  Hamilton  is  suffering 
from  internal  management  problems. 
Booz,  Allen  is  searching  for  a  chair- 
man to  replace  Michael  McCullough. 
This  time,  the  firm  would  do  well  to 
learn  from  the  disastrous  process  by 
which  McCullough  became  top  dog^ 
in  1984  (Forbes, Z)fc.  26, 1988). 

His  predecessor,  James  Farley,  ini- 
tiated a  long,  disruptive  dogfight — 
inviting  all  partners  to  apply.  And 
because  Farley  had  earlier  decreed 
that  no  manager  be  allowed  to  serve 
past  age  55,  many  talented  older  con- 
testants were  disqualified  from  the 
race.  How  did  McCullough  get  the 
nod?  Among  his  qualifications:  Com- 
ing from  Booz,  AJlen's  less  glamor- 
ous, low-margin  government  con- 
sulting area,  he  was  too  obscure  to 
have  a  lot  of  enemies;  he  was  a  decent 


r^i'v 


financial  manager — and  only  45. 

The  consulting  industr\'  has  been 
thriving  since  McCuUough's  election, 
but  Booz,  Allen  hasn't  kept  up. 
McKinsey  &  Co. — once  a  distant  sec- 
ond— has  long  since  overtaken  Booz 
as  the  industry'  leader.  Some  members 
of  the  board  have  become  frustrated 
with  McCuUough's  lack  of  vision, 
overlv  bureaucratic  style  and  inability 
to  make  decisions,  sav  former  and 
present  partners.  Last  year  the  board 
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HOTELS  8^  RESORTS 
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In  praise  of  simple 
comforts. 

On  the  road,  comfort  is  not  a  luxury.  It  is  a  necessity. 
One  that  demands  the  most  carehil  planning  and 
meticulous  attention  to  detail.  Acknowledging  these 

facts,  the  people  of  Westin, 
worldwide,  take  pride... 
not  merely  to  satisfy,  but 
,to  anticipate  each  guest's 
individual  needs.  And 
guests  rest  assured  of  find- 
ing that  special  atmosphere 
Dnnui  t\lex(mder. 
Director  of  Homekeeping        which  is  at  once  caring, 
TTie  Westin  Galleria  and 
The  Westin  Oaks,  Houstm       comfortable,  civilized. 


ACAFULC:0  •  ATLANTA  •  BOSTON  •  CALGARY  •  CANCUN  •  CHICAGO 

CHICAGO  (OHARF.)  •  CINCINNATI  •  DALLAS  •  DENVER  •  DETROIT  •  EDMONTON 

^  EL  PASO  •  EORT  LAUDERDALE  •  GUADALAJARA  •  GUATEMALA  CITY  •  HILFON 

^Hl^P  ISLAND  •  HONC;  KONC;  •  HOUSTON  •  INDIANAPOLIS  •  IXTAPA  •  KANSAS 

cm"  •  KAUAI  •  KYOTO  •  LOS  ANGELES  •  MANILA  •  MANZANILLO  •  MAUI 

MAZATLAN  •  MEXICO  CITY  •  MONTERREY  •  NAPLES,  FL  •  NEW  ORLEANS 

NEW  VORK  •  ORANGE  COUNTY  •  ORLANDO  •  OTTAWA  •  PHOENIX  •  PITTSBURGH 

PUERTO  VALLARTA  •  PUSAN  •  RANCHO  MIRAGE  (PALM  SPRINCJS  AREA) 
XLIILLO  •  SAN  FRANCISCO  •  SAN  FRANCISC;0  AIRPORT  •  SAN  SALVADOR  •  SEA!  1  LE 
SEOUL  •  SHANGHAI  •  SINGAPORE  .  TOKYO  •  TORONTO  •  TUCSON  •  TULSA 
5*       VAIL  •  VANCOUVER  •  WASHINGTON. DC  •  WINNIPEG 

t  points  loward  exciting  Westin  vacations  by  joining  Westin  Premier,  our  frequent 
gitest  program.  United  Airlines  Mileage  Plus,  Air  Canada  AeropUm,  Northwest 
?^  Airlines  WORLDPERKS,  and  USAir  Frequent  Traveler  members  earn  miles  at 
participating  Westin  Hotels  &  Resorts. 


^ifcilte  The  first  roadster  witl  i 

When  it  comes  to  managing  the  power  of  its  20  A 

horsepower  V8,  Allante  excels  where  others  cannot  M 

Because  advanced  Ti-action  Control  harnesses  this  pow€  21- 

minimizing  wheel  slip  during  acceleration  o  lac 

virtually  any  road  surface,  for  added  control  m 


*See  vour  dealelf 


id  warranty. 


Nobody  is  putting  quality  on  the  road 

like  Cadillac.  Winner  ot  the  U.S.  Government's 

1990  Malcolm  Baldrige  Award. 

^p^^BM.il...|,H 

National 
^  Quality 
Award 
,"1990 
,  Winner 


fraction  COTitrol  standard. 

he  largest  luggage  capacity  of  any  roadstojp^^m 
[  odates  even  skis  ■  Year  round,  Allante  is  covered' 
1^7  24-hour  Cadillac  Roadside  Service®"  And  it     ^ 
)i  backed  by  the  unique  7-year/100,000-mile  Allante 
ssurance  Plan"^  ■ 


B(!i* 


Please  call  1-800-333-4CAD  for 
product  literature  and  the  location 
of  your  nearest  Cadillac  dealer. 


E     ONLY     WAY     TO     TRAVEL     IS 


C  A  D  T  L   L  AC     S  T  Y  L   E 
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Today,  Augusta  Has  70,000  Workers 
Who  Speak  Fluent  Technologyi 

If,  when  you  hear  the  name  Augusta ,  you  think  of  the  Masters  golf  championship, 
think  again.  Think  technology.  Because,  Augusta  also  presents  you  with  legions  of 
high-tech  workers,  including  over  25,000  health  professionals  in  eleven  major  hospitals. 
And  you'll  find  an  additional  45,000  skilled  workers 
"  >^  WWB*^ .%    employed  in  other  leading-edge  technologies:  Nuclear 
power  Bio-engineering.  Scientific  research  and  educa- 
tion. And  the  worid's  most  advanced  communications 
center  at  Fort  Gordon. 
Technically  speaking,  Augusta  workers  speak  your  language, 
lb  find  out  all  the  bottom-line  reasons  to  locate  in  ^W£^W%M^M  M 

Georgia,  please  write  us.  a  call  404-656-9306.  CEORy  lA 

Augusta.  Another  way  to  strike  it  rich  in  Georgia.        The  State  of  BusJMSSlbdav 


Ccorsia  DepartmenI  of  Industry.  Trade  &  Tourism.  Oepl  fBS.  PO  Box  1776.  Allanla.  GA  30301 
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decided  to  start  looking  for  a  new 
chairman  and  told  McCullough  to 
find  a  new  president.  His  choice: 
William  Stasior,  one  of  McCullough's 
successors  as  head  of  the  firm's  gov- 
ernment business.  Who  will  be  the 
new  chairman  and  where  will  he  come 
from?  Rumor  is  the  board  will  make  a 
choice  later  this  year.-DYAN  Machan 

The  consultant  is  out 

Compete!  never  really  got  into  the 
game.  Despite  praise  from  the  likes  of 
Microsoft's  William  Gates,  Com- 
pete .''s  inventor,  William  Bane, 
couldn't  figure  out  how  to  sell  the 
enigmatic  spreadsheet  for  personal , 
computers  (Forbes, iVov.  13, 1989). 
Best  described  as  a  "consultant  in  a 
box,"  Compete!  was  an  extremely  ver- 
satile numbers  cruncher.  It  allowed 
users  to  create  multidimensional  fi- 
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Competel's  inventor,  William  Bane 
The  price  wasnt  right. 

nancial  models,  such  as  sales  over  time 
by  region  compared  with  costs  and 
margins.  But  at  a  hefty  $9,500  a  pop, 
versus  as  little  as  $595  for  Lotus  1-2- 
3,  it  was  too  expensive  for  most  po- 
tential users.  Bane  cut  its  price  in  half 
in  May  1990,  but  Compete!  still  failed 
to  move. 

In  January  Bane  sold  the  program 
to  Computer  Associates  for  an  undis- 
closed amount.  The  software  king 
immediately  slashed  the  price  to  $995 
and  repositioned  Compete!  as  an  ana- 
lytical adjunct  to  Computer  Associ- 
ates' extensive  line  of  mainframe  data- 
bases. Perhaps  the  program  will  have 
more  success  connected  to  main- 
frames than  it  did  as  a  spreadsheet. 
The  lower  price  sure  can't  hurt. 

-DAVID  ChURBUCK 
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Van  Kampen  Merritt^ 


VAN  KAMPEN  MERRITT  PRIME  RATE  INCOME  TRUST 
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Distribution  Rate 


A  PRIME  OPPORTUNITY. 


The  Van  Kampen  Merritt  Prime  Rate 
Income  Trust  invests  primarily  in  a 
portfolio  of  floating  or  variable  rate 
senior  collateralized  loans  originated 
by  major  banks  across  the  country. 

Dividends  are  declared  daily  and  paid 
monthly  and  will  vary  with  changes  in 
base  lending  rates. 


The  Fund  seeks  to  provide,  over  time, 
an  effective  yield  which  approximates 
the  average  published  prime  rate  of 
these  banks. 


Professional  credit  analysis  and  research 
is  provided  by  McCarthy,  Crisanti 
&Maffei. 


If  you're  seeking  a  high  level  of  current  income  and  capital  preservation,  now  you  can 
participate  in  a  market  normally  reserved  for  only  top  financial  institutions  with 
substantial  investment  resources.  This  is  not  a  money  market  fund  or  a  CD,  however, 
'  it  may  be  a  prudent  complement  to  your  shorter-term  income  investments. 

Ask  your  investment  representative  about  this  prime  opportunity.  Or  call  us  direct. 
You'll  receive  a  prospectus,  which  contains  more  information,  including  all  charges  and 
expenses.  Please  read  it  carefully  before  you  invest  or  send  money. 
Call  1-800-DIAL-VKM  ext.  1202. 

•Monthly  annualized  distribution  rate  based  on  the  offering  price  as  of  1/25/91. 
'•Compounded  monthly  annualized  distribution  rate  based  on  the  offering  price  as  of  1/25/91.  assuming  reinvestment  of  all  distributions. 

Distribution  rates  and  net  asset  value  may  fluctuate  with  market  conditions.  See  prospectus  for  more  complete  information. 
@  denotes  registered  trademark  of  Van  Kampen  Merritt  Inc. 

Van  Kampen  Merritt  Inct 

A  XEROX  Financial  Services  Company 
Investing  with  a  sense  of  direction® 
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Wowied  about 
the  long  haul 

British  Airways  is  wor- 
ried that  whatever  the  war's 
course,  recession  and  a  low 
dollar  will  keep  Americans 
home  this  summer.  Until 
Mar.  15  it's  offering  a  third 
off  excursion  fares  to  Lon- 
don for  the  peak  April-Oc- 
tober season.  But  before  taking  this 
drastic  step,  BA  first  tried  to  encourage 
its  50,000  employees  to  take  unpaid 
leave  by  widening  the  eligibilit}'  of 
80%  discounts  to  staffers'  less-than- 
immediate  family  members.  And  any 
staffer  willing  to  take  off  from  work 
for  at  least  a  month — sans  salary — was 
welcome  to  a  free  ticket  to  any  num- 
ber of  undervisited  destinations.  Sad- 
ly, these  incentives  failed  to  persuade 
enough  employees  to  disappear,  and 
now  BA  is  offering  early  retirement  to 
4,600  staff — and  furloughing  anoth- 
er 2,000  on  half-pay — until  business 
recovers.  -JOHN  Marcom 

Where  are  the  customers' 
charitable  donations^ 

Muriel  Siebert — the  first  female 
member  of  the  New  York  Stock  Ex- 
change and  a  pioneer  in  discount  bro- 
kerage— has  a  new  marketing  gim- 
mick. To  get  a  bigger  piece  of  a  tax- 
exempt  bond  underwriting,  she 
promises  to  donate  a  little  less  than 
half  of  her  agent's  commission  to 
charities  m  the  states  or  cities  issuing 
the  bonds.  Eleven  New  York  City 
charities,  for  example,  received  a  total 
of  $22,000  following  a  cit)'  bond 


offering. 

This  giveback  encour- 
ages the  issuers  to  press  the 
syndicate  managers  to  give 
Siebert  more  merchandise 
to  sell.  Siebert  takes  the 
charitable  donation  tax  de- 
duction. But  the  customers 
don't  seem  to  mind.  The 
commissions  they  pay  Sie- 
bert are  no  higher  than  thev 
would  be  if  thev  bought  the  bonds 
through  another  agent.  And  they  get 
to  specif}',  from  a  list  Siebert  hands 
out,  the  worthy  cause  to  which  the 
donations  flow.  Retorts  Siebert  to  her 
competitors  who  claim  the  plan  mere- 
ly discounts  her  commission  struc- 
ture: "I  tell  them  they  could  donate 
half  their  commissions  to  charity,  too, 
but  they  don't  seem  to  like  the  idea 
too  much."        -Richard  L.  Stern 

Pop  rumor 

An  old  rumor  with  new  life  has  it 
that  Britain's  Cadbury  Schweppes 
might  be  interested  in  buying  the  Dr 
Pepper  and  Seven-Up  brands  here  in 
the  U.S.  Those  two  brands  are  now 
owned  by  an  investor  group  headed 
by  Prudential-Bache.  A  spokesman 
for  Dr  Pepper/Seven-Up  savs  there's 
nothing  to  the  talk.  But  Cadbur)'  has 
been  on  something  of  a  buying  binge, 
having  added  Crush  and  Hires  Root 
Beer  to  its  stable  in  1989.  The  British 
pound,  too,  is  strong  against  the  dol- 
lar. Buying  Dr  Pepper/Seven-Up,  still 
the  nation's  third-largest  pop  compa- 
ny (after  Coca-Cola  and  PepsiCo), 
would  instantlv  catapult  Cadbury 
into  the  thick  of  the  soda  wars. 


I  Business  opportunities, 
I  Persian  Gulf  department 

I  GULFSTREAM  AEROSPACE  Corp.  says 
h  corporate  jet  sales  have  shot  up  since 
S  the  Gulf  war  began.  Gulfstrcam  took 
six  orders  for  its  $25-million-a-copy 
G-FV  in  Januar\'  alone — one-fourth 
of  a  t}'pical  year's  business.  Gulf- 
stream  Chairman  Allen  Paulson 
won't  comment  on  specific  custom- 
ers, but  it's  understood  that  buyers 
included  some  Kuwaitis  whose  wings 
were  confiscated  by  Saddam  Hussein. 
Paulson  says  he  expects  to  sell  as  many 
as  40  jets  this  vear,  to  Middle  Eastern- 
ers as  well  as  U.S.  corporate  brass. 
Apparently,  bosses  are  finding  it  easi- 
er to  con\ince  their  boards  that  they 
need  a  private  plane  these  days,  what 
with  all  those  terrorist  threats  in  the 
air.  -Carolyn  T.  Geer 

Transatlantic  suckers? 

What's  Robert  Maxwell  up  to  now? 
The  British  press  baron  is  buying  back 
stock  in  his  London-traded  Maxwell 
Communication  Corp.  British  securi- 
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tics  laws  make  it  difficult  for  compa- 
nies to  buy  in  their  own  shares,  so 
Maxwell  has  sold  put  warrants  on  30 
million  shares  to  investors.  If  the 
holders  exercise  their  warrants,  Max- 
well is  obliged  to  buy  the  stock.  Clev- 
er. This  would  help  Maxwell  increase 
his  stake  in  Maxwell  Communication 
to  nearly  70%,  from  the  53%  he  held 
last  summer. 

Why.>  The  betting  among  some, 
says  analyst  Angela  Bawtree  of  S.G. 
Warburg,  is  that  Maxwell  wants  to 
take  his  company  private  in  London, 
and  then  take  it  public  again  in  the 
U.S.,  on  the  hope  of  getting  a  higher 
price  here  for  his  highly  leveraged 
publishing  assets.  If  there's  any  truth 
to  this,  then  Maxwell  obviously 
doesn't  think  the  world's  capital  mar- 
kets are  very  efficient. 

Dowa  to  the  sea  in  art 

The  Federal  Deposit  Insurance  Corp. 
has  sold  a  large  collection  of  maritime 
art  to  New  York's  South  Street  Sea- 


A  stirring  example  of  maritime  art 

A  bargain  for  the  Seaport  museum? 


port  Museum  for  $3.4  million.  The 
FDIC  acquired  the  collection — paint- 
ings, sketches,  models  and  more — 
when  New  York's  Seamen's  Bank  for 
Savings  went  under  last  spring. 

Richard  Bourne,  a  Cape  Cod  auc- 
tioneer who  specializes  in  marine  art, 
is  livid.  "I  could  have  netted  them  $  10 
million,  easy,"  says  Bourne,  who 
wanted  to  sell  off  the  collection  piece 
by  piece.  But  the  Seaport  Museum 
feels  the  price  was  fair,  based  on  ap- 
praisals by  Christie's  and  Sotheby's. 
Quips  Peter  NeiU,  president  of  the 
Seaport  museum:  "Maybe  [Bourne] 
already  spent  his  commission." 

Forbes  ■  March  4,  1991 


•  100%  US.  Treasuries 

•  No  State  or  City  Taxes 

•  Free  Checkwriting 

•  $2,500  Minimum  Investment 

100%  US.  GOVERNMENT 

GUARANTEED  PORTFOLIO 

SECURITIES! 

Fund's  portfolio  securities  are  100% 

guaranteed  as  to  the  timely  payment  of 

interest  and  principal.  Of  course,  the  market 

value  of  the  Treasury  securities  and  the  Fund 

shares  are  not  guaranteed. 

UNIQUE  TAX  ADVANTAGE! 

Due  to  its  structure,  this  is  the  only  fund  of  its  kind 
that  can  offer  state  and  local  tax-free  income  in  49  states. 
Call  for  today's  high  current  yield! 


Dreyfus  Special  Offer! 

For  a  period  of  time,  the  usual  management  fee 
is  being  waived.  Call  for  details. 


For  more  complete  information,  including  management  fee,  charges  and  expenses, 
obtain  a  Prospectus  by  calling  toll-free.  Read  it  carefully  before  you  invest  or  send  money. 

©1-800-782-6620 
g%  Ask  for  Extension  4143 

reyfuS  100%  US-lreasury 

P.O.  Box  3498,  Camden,  Nj  08101    Moncy  Market  Fund,  L.P. 

"Source:  Based  on  information  provided  by  IBC/Donoghue's  Money  Fund  Report  for  12  money 
market  funds  investing  100%  in  U.S.  Treasuries  for  the  7-day  period  ending  January  22,  1991  and 
reflects  the  absorption  of  certain  Fund  expenses.  Fund's  yield  fluctuates.  Past  performance  is  no 
guarantee  of  future  results.  Income  is  subject  to  Federal  tax.  047 002 
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When  people  become 
this  important, 

you  have  to  put  them 
in  their  place. 


Please  join  us  on  Tuesday,  March  26, 1991  when 
we  put  Carl  Ally,  Sam  Bloom  and  Phil  Dougherty 
in  their  place:  The  Advertising  Hall  of  Fame. 
Ceremony  to  be  held  at  the  Waldorf-Astoria  in 
New  York  City.  Reception,  sponsored  by  The  Wall 


Street  Journal,  at  11:30  A.M.  Luncheon  at  12:30 
P.M.  Individual  tickets  are  $250  and  a  table  of  ten 
is  $2,250.  Reserve  your  place  today.  For  reserva- 
tions or  more  information,  call  Dick  Blatt  at  the 
American  Advertising  Federation,  (202)  898-0089, 


Advertising  Hall  of  Fame  Luncheon 


AAF 


AMERICAN  ADVERTISING 
FEDERATION 
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The  Workers  Compensation  System  Helps  Some  Peopet 


The  Boston  Elbow  is  a  remarkable  piece  of 
science  that  actually  helps  replace  an  injured 
worker's  physical  strength. 

And  personal  worth. 

It's  living  proof  that  today's  Workers  Com- 
pensation System  is  helping  injured  workers  re- 
ceive exacdy  what  they  need  to  ge^  back  on  their 
feet,  back  to  work,  back  to  the  busi  less  of  life. 

It's  the  same  system  that  ha  .  Iso  helped 
generations  of  workers  avoid  inju;/— thanks  to 
extensive  injury  prevention  programs. 
What  You  Should  Know 

I'.ight  now,  in  many  states,  Workers  Com- 
pensation is  being  threatened  by  out-of-control 
costs,  unnecessary  litigation  and  underfunded, 
understaffed  state-administered  agencies. 
Obstacles  that  are  spreading,  state  by  state. 


Obstacles  that  could  hinder  effective  worker|e 
rehabilitation— like  the  example  you  see  here. 
Something  we  can't  let  happen. 

You  should  also  know  that  the  workplace  is 
changing,  and  work  habits  are  changing  along 
with  it. 

For  example,  heavy  machinery  injuries  are  leJQt.- 
common  today,  while  back  problems,  repetitive 
motion  disorders  and  cumulative  trauma  are  more 
common.  This  means  we  should  help  implement 
programs  to  help  workers  avoid  these  injuries. 
Why  You  Should  Care 

America  works  best  when  American  work- 
ers don't  get  hurt  on  the  job.  But  if  they  do, 
everyone  benefits  when  they  return  to  work 
quickly. 

Which  is  why  we  should  learn  to  prevent 
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Help  Strengthen  Workers  Compensation  ji 


t 


et  Back  To  Work.  And  Others  Get  Back  To  Life. 


-e  occupational  diseases  and  injuries.  We 
uld  work  closely  with  workers  on-site,  so 
/  can  be  trained  in  the  very  latest  safety 
:edures. 
We  should  also  give  more  attention  to  qual- 
•ehabilitation  and  suitable  alternative  employ- 
ei{-it— in  the  event  a  worker  can't  return  to  his  or 
original  job. 

Most  importantly  we  should  get  injured 
'kers  into  the  system  faster  from  the  very  be- 
ling— and  insure  more  efficient,  personalized 
Dw- through. 

All  these  things  are  possible,  if  we  work  to- 
iler to  support  the  system  that's  been  support- 
I  ,our  workers  for  over  lb  years. 

What  You  Should  Do 

You  can  help  by  doing  one  of  two  things. 


One:  Be  aware.  Find  out  what's  happening 
in  your  state,  how  you're  affected,  and  what  you 
can  do  to  help.  Talk  to  your  insurance  company 
or  business  trade  association. 

Or  two:  Share  your  views  by  writing  to 
Gary  Countryman,  President  and  CEO  of 
Liberty  Mutual,  175  Berkeley  Street,  Boston, 
MA  02117.  We'll  help  you  get  m  touch  with 
people  in  your  state  who  can  help. 

Remember,  for  lb  years  Workers  Compen- 
sation has  been  here  for  all  of  us. 

Today  it's  time  we  returned  the  favor 
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i:  icause  When  A  Worker  Has  An  Accident,  Everybody  Gets  Hurt. 
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Direct  to  You 


HP  LaserJet  II,  IID, 

III  Cartridge 

Order  No:  92295ZHLP 


75"k./69'' 
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White  Correction  Fluid 
Order  No:  56401 PMT 


62<^K 


■:a. 


5.25"  DSDD  Disks 
Order  No:  00234THM 
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Data  Binder 

14  7/8"  X  1 1" 

Order  No:  937S.WBB 


$138, 


F.A. 


You  simply  won't  lind  lower  prices  on 
brand  name  oftice  supplies  than  at 
Wholesale  Supply  Company.  Over  7,0(K) 
different  items,  all  at  prices  you  have  to  see 
to  believe.  So  call  now  for  your  free  catalog. 

1-800-962-9162 

AdCode()l()7 

Wholesale  Supply  Company  sells  only  to  businesses, 

government  agencies,  schools,  and  iastitutionv 


1-800-356-3704 


Call 
FORBES  SUBSCRIBER  SERVICE 

To  Change  Your  Address  Or 
Order  A  New  Subscription. 

(  Allow  4-6  weeks  for  Address  Change. 

Please  quote  subscriber  number  on  address 

label  of  magazine. I 

or... 

mail  this  coupon 
with  current  address  label 


Name 


please  print 


New  Address 


_Zip_ 


F3820 
NEW  SUBSCRIPTION 

'  ;  Year  (27  Issues)  -  $52 

3Vvars(81  i.ssues)  -  $104 

In  Canada.  $79  Can.  a  year.  Subscriptions 
overseas,  add  $57  to  U.S.  annual  rate. 
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60  Fifth  Avenue,  Tiew  York, 


Prescriptions 

Sir:  Your  prospectus  for  local  gov- 
ernment seems  to  have  gotten  off  on 
the  wrong  tack  as  regards  health  orga- 
nizztion  (Fact  and  Comment,  J  an.  21) . 
Government  does  it  better,  more  ef- 
fectively and  with  lower  expenditure 
than  the  prixate  sector.  What  is  creat- 
ing havoc  in  the  U.S,  is  the  ovcrb'own 
appetite  for  consumption  by  hospitals 
and  professionals,  all  fostered  by  an 
insurance  industry'  that  has  encour- 
aged expenditure,  fought  controls 
and  fostered  its  own  growth  to  unbe- 
lievable proportions, 
-Sidney  S,  Lee,  M,D. 
Visiting  Professor  of 

Health  Policy 
Harvard  Medical  School 
Boston,  Mass. 

Sir:  Nationalization  of  medical  care  is 
not  the  answer — nationalization  of 
employer-paid  health  insurance  is! 
The  government  should  standardize 
deductible  group  medical  plans  for 
corporations  based  on  the  old  fee-for- 
service  concept.  If  the  corporation 
passed  along  the  premium  savings  in 
the  form  of  salary  increases  and  the 
employee  were  able  to  deduct  all  of  his 
out-of-pocket  medical  expenses,  you 
would  see  a  return  to  sanit}', 
-Earl  Adler 
Fort  Lee,  N.J. 

Wishful  thinking 

Sir:  Re  your  article  on  economists 
("Dreary  days  in  the  dismal  science," 
Jan.  21).  Admitting  that  we  do  not 
have  all  the  answers  is  a  sign  of  more 
work  to  do  rather  than  evidence  of 
unreliable  economics. 
-Michael  L,  Goetz 
Associate  Professor  of 

Economics 
Temple  University 
Philadelphia,  Pa. 

Sir:  I  believe  that  economists  could 
become  more  reliable  in  their  fore- 
casts if  they  conducted  surveys  and 
evaluated  statistics  in  basic  industries 
at  the  grass  roots  level.  They  should 
have  left  their  office, 
-Lewis  Eagle 
Carson,  Calif. 

Sir:  The  paragraph  about  me  was 
easy  to  misinterpret.  Litigation  sup- 


port is  not  the  only  part  of  my  profes- 
sional practice.  Much  of  my  work  is 
with  industry',  governments  and  trade 
associations.  Moreover,  forensic  eco- 
nomics doesn't  just  consist  of  wrong- 
fiil  discharge  suits.  It  includes  such 
areas  as  antitrust,  antidumping,  trans- 
fer pricing  and  asset  valuation. 
-Pan  G,  Yatrakis 
Fasten,  Conn. 

ABCs 

Sir:  Re  Forbes  Informer  (Feb.  4). 
Contrary  to  your  claim,  we  have  not 
withdrawn  any  application  for  an  au- 
dit by  the  Audit  Bureau  of  Circula- 
tion, In  fact  we  have  just  applied  for 
our  initial  ABC  audit,  this  being  the 
soonest  practicable  date  following 
our  first  complete  ABC  audit  period. 

Further,  your  statement  that  edito- 
rial changes  in  the  magazine  will  not 
be  positively  received  by  our  readers 
could  not  be  fiarther  from  the  truth. 
Our  charter  subscribers  are  renewing 
extraordinarily  well  and  research  indi- 
cates a  strong  and  growing  reader 
reception  for  the  magazine. 
-Michael  J,  Klingensmith 
Publisher 

Entertainment  Weekly 
New  York,  N.T. 

Food  for  thought 

Sir:  Re  "Food  for  peace?  Or  for  civil 
war,>"  (Jan.  21).  Of  course  dumping 
U.S,  food  into  the  Soviet  Union's 
corrupt  distribution  system  would  be 
counterproductive,  which  is  precisely 


Food  market  in  the 
Soviet  Union 
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why  the  decentralized  program  you 
advocate  is  already  being  used  by 
CARE,  the  international  relief  and  de- 
velopment organization.  Working  di- 
rectly with  private  charities  and  vari- 
ous city  councils'  lists  of  needy  people, 
we  are  distributing  CARE  packages  to 
the  hungry.  The  army  and  KGB  have 
not  touched  a  single  box. 
-Philip  Johnston 
President 

CARE 

New  York,  N.T. 

Don't  shoot  the  messenger 

Sir:  Michael  Novak  claims  the  Amer- 
ican media  love  big  government  (Jan. 
21) .  But  the  passages  he  quotes  from 
news  reports  on  the  hardships  facing 
Eastern  Europeans  do  not  support  his 
accusation. 

He  is  blaming  the  messenger  for 
the  message.  Of  course  the  demise  of 
communism  is  great.  But  for  those 
involved,  it  will  take  a  few  years  to  get 
back  on  their  feet,  and  they  will  not  be 
happy  in  the  meantime. 
-Thomas  T.  Semon 
Fort  Lee,  N.J. 

Mind  the  competition 

Sir:  Your  article  on  research  and  de- 
velopment spending  ("Plowing  it 
back,"/a«.  21)  sidesteps  one  critical 
factor — foreign  competition.  Capital 
investments  should  be  based  on  prod- 
ucts that  will  stay  world-competitive. 
By  ignoring  foreign  levels  of  technol- 
ogies, they  turn  out  to  be  more  risky 
than  higher  R&D  expenditures. 
-Hugo  Vajk 
Tarpon  Springs,  Fla. 

Put  it  there 

Sir:  Re  your  article  on  Bankers  Trust 
("A  headache  for  'Mr.  Charlie,'  ''Jan. 
21).  I  have  done  at  least  three  transac- 
tions with  Bankers  Trust,  each  one 
amounting  to  more  than  $150  mil- 
lion in  borrowings.  Each  transaction 
was  committed  via  a  handshake  and 
executed  under  the  same  agreement 
shortly  thereafter.  To  my  way  of 
thinking,  that  is  the  best  demonstra- 
tion of  reliability  and  integrity  that 
one  could  wish  for. 
-Arthur  M.  Goldberg 
Somerset,  N.J. 

Forbes  "March  4,  1991 
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If  this  is  what  our  winter  looks  like, 
just  imagine  summer. 
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9641  Sunset  R<Hilev;ird,  Beverly  Hills,  Cralifomia  90210 
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Why  an  IRA 
is  still  a  smart 


idea. 


TAXABLE  INVESTMENT 


\$47,363 


\  $58,649 


$2,000  a  year  for  15  years,  31%  tax  bracket, 
8%  annual  growth  rate 

Chart  assumes  a  hypothetical  investment  with 
a  fixed  rate  of  return.  IRA  earnings  are  taxable 
when  taken  out, 

23.8%  more  with  an  IRA! 


Even  if  your  IRA  contribution 
is  not  tax-deductible,  you  may 
earn  thousands  of  extra  retire- 
ment dollars  over  time — if 
you  take  advantage  of  the  tax- 
deferred  compounding  of  an  IRA.  Learn  more  about  Twentieth  Century 
Investors'  family  of  funds  and  our  investment  results.  Call  for  a  free 
prospectus,  with  complete  information  about  Twentieth 
Century,  including  charges  and  expenses.  Please  read 
the  prospectus  carefully  before  investing. 

Call  for  a  free  IRA  information  kit: 

1-800-345-2021 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


tm    FBS 


No -Load  Mutual  Funds 


^mmmimmmm 


Most  trouble-free 
car  in  america.     | 

It  shouldn't  be  any  surprise,  after  all,  it's  a  Toyota.  In  fact,  the 
Toyota  Cressida  was  ranked  most  trouble-free  car  in  America  for 
1987, 1988,  and  1990  by  J.D.  Power  and  Associates* 
^^  Building  reliable  cars  has  always  been  a  goal  at  Toyota.  But^^-' 
when  the  engineers  at  Toyota  designed  the  Cressida,  they  didn't 
just  have  one  thing  in  mind.  They  had  several 

J  a  look  at  the  Cressida's  exterior  styling  and  you  will  come 
ayi^aywith  one  thought . . .  elegance.  Its  qualifications  as  an  impres- 
sive performer  can  be  attributed  to  the  190-horsepower  six-cylinder 
engine.  Cressida's  double-wishbone  rear  suspension  also  gives  you 
precise  handling  and  a  smooth  ride. 

The  well-appointed  interior,  along  with  a  whisper-quiet  ride, 
make  you  feel  more  at  home  than  on  the  road. 

The  Toyota  Cressida.  It's  a  luxury  performance  sedan  that  will 
help  leave  your  troubles  behind. 

"^  -  7  love  what  you  do  for  me" 

® TOYOTA 


1 


I  pk-to: 


years 


..<£>#4'*f^i 


M 


'^'i'-JfcjJ' 


IS  a 


% 


irVfTS.*  Rajicid  fln  pniblims  encouiilca'tl  in  I  he  first  yO  days  i  il  dwin'iship.  (ji'I  miw  h 
fc)  1991  'Ibyiila  Motor  Sales,  [J.Sl  A,'  Inc. 


"With  all  thy  getting  get  understanding" 

Fact  and  G)mment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


Prediction 


When  THE  war  ends  quickly,  successfully,  there  will  be 
gale-force  speculation  that  George  Bush  will  dump  Dan 
Quayle  next  year  and  replace  him  with  General  Powell  or 


Defense  Chief  Cheney.  It  won't  happen.  Quayle  has 
been  hard-working  and  loyal,  and  Bush,  who  was  once 
Vice  President,  prizes  loyalty. 


Precluding  More  Bank  Cataclysms 


Two  PRINCIPAL  PARTS  OF  THE  Bush  Admin- 
istration's bank  reform  plan  need  expedi- 
tious action.  One  would  permit  truly  na- 
tional banking  in  this  country,  something 
that  was  foolishly  barred  more  than  60 
years  ago.  Because  of  that  prohibition, 
banks  are  concentrated  in  particular  re- 
gions, making  them  prey  to  economic  ad- 
versity in  those  areas.  Geographic  diversity 
is  key  to  survival  and  growth. 

The  Brady  plan  would  also  finally  break 
down  barriers  that  hobble  banks  from  com- 
peting fiilly  in  the  securities  business.  This 
is  a  good  time  for  such  a  repeal.  Both  industries  are  in      prevent 


Nicholas  Brady: 

reform  architect 


the  doldrums:  Expansion  bv  each  into  the 
other's  territory  will  be  cautious. 

Deposit  insurance  reform?  Instead  of  lim- 
iting the  amount  of  the  insurance,  the  Ad- 
ministration should  take  a  wholly  different 
tack:  Let  banks  offer  insured  and  nonin- 
sured  deposits.  The  insured  money  would 
have  to  be  invested  in  top-grade,  short-term 
money  instruments,  just  as  with  the  nonin- 
surcd  money  market  fiinds. 

Banks  would  raise  money  for  longer-term 
lending  in  the  open  market,  just  like  everyone 
else.  This  kind  of  ongoing  discipline  would 
speculative  lending  from  getting  out  of  hand. 


Bank  Aid 


While  Congress  debates  Treasury  Chief  Brady's 
sweeping  proposals,  Washington  should  take  these  imme- 
diate steps  to  shore  up  banks  and  encourage  them  to  make 
loans  to  a  credit-parched  economy. 

•  Pay  interest  on  reserves.  Commercial  banks  keep 
$30  billion  on  interest-free  deposit  as  reserves  with  the 
Federal  Reserve.  Paid  current  overnight  interest  rates, 
banks  would  receive  an  additional  $2  billion  of  badly 
needed  revenue. 

•  Don't  raise  FDIC  fees  now.  The  nearly  broke  Feder- 
al Deposit  Insurance  Corp.  wants  to  assess  banks  an 
additional  $25  billion,  thereby  forcing  them  to  restrict 
lending  even  more.  A  fee  boost  should  be  postponed  until 
the  fmancial  sector  is  stronger.  Meanwhile,  Congress 
could  make  a  direct  appropriation  to  the  beleaguered 
agency  or  let  the  FDIC  issue  bonds  with  Uncle  Sam's 
guarantee,  or  the  Federal  Reserve  could  make  a  "loan." 

•  Crack  down  on  the  courts.  Thanks  to  our  ever- 
wackier  judiciary,  banks  are  getting  hit  with  the  costs  of 
cleaning  up  hazardous  wastes  and  other  environmental 


expenses  that  arc  the  obligations  of  client  companies 
that  have  gone  broke.  Congress  should  prohibit  it. 

•  Don't  mandate  marking  assets  to  market.  The 
SEC  is  keen  on  forcing  banks  to  record  their  investment 
portfolios  at  current  market  prices  instead  of  their  origi- 
nal purchase  prices  and  to  reflect  changes  on  their  income 
statements.  (Now  changes  are  not  recorded  until  a  securi- 
ty is  sold.)  Even  in  the  best  of  times,  this  is  a  crazy 
doctrine  that  would  create  confidence-shattering  volatil- 
ity. There  were  periods  during  the  inflation-wracked 
1970s  when,  thanks  to  devastated  fmancial  markets,  most 
banks  and  insurance  companies  would  have  been  insol- 
vent under  these  rules. 

•  Cut  the  capital  gains  tax.  A  reduction  would  imme- 
diately increase  the  value  of  depressed  real  estate  in  New 
England  and  elsewhere,  and  would  increase  the  supply  of 
capital  for  our  economy. 

•  Give  federal  bank  examiners  a  year's  sabbatical. 
This  would  end  their  terror  campaign  that  has  banks 
refusing  loans  to  many  solvent  borrowers.     , 
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Scoop 


U.S.  News  &  World  Report  pulled  off  a  journalistic 
coup  with  that  extraordinary  article  by  former  Air  Force 
Chief  of  Staff  Michael  Dugan.  This  is  the  best  piece  yet 
on  the  awesome  allied  air  war  effort  and  how  devastating 
it  has  been,  and  will  be,  to  Iraq's  militan,'  machine.  The 
bombardment  against  Iraq  is  a  marvel  of  technology, 
logistical  planning  and  interservice  cooperation.  Com- 
paring today's  aerial  warfare  with  that  of  World  War  II 
or  even  Vietnam  is  like  comparing  the  modern  tank  with 
the  cavalry  horse. 
Just  as  CNN  left  the  networks  running  to  catch  up  in 


TV  coverage,  so,  too,  U.S.  News  &  World  Report  pulledl 
off  a  similar  feat  over  its  newsweekly  rivals. 

By  the  way,  the  spirit  of  teamwork  between  services  I 
hasn't  yet  hit  those  Army  types  who  sold  the  New  York 
Times  the  storN'  that  our  bombing  has  been  ineffective 
against  Iraqi  ground  forces.  These  Neanderthals  fear  that  | 
the  infantrv'  will  miss  out  in  the  big  action.  General  Colin 
Powell  and  Defense  Chief  Cheney  must  continue  to 
hammer  home  the  fact  that  waging  war  is  too  important 
to  be  conducted  bv  insuring  each  service  a  big  role  even  if  I 
it  is  inappropriate.  Lives  are  at  stake  here. 


Bundesbank's  Pohl 


Stolid  Stupidity 

GERMANY'S  CENTRAL  BANK  has  just  raised  interest  rates.  There  could  be 
a  no  more  ill-timed,  economicallv  destructive  move  than  this  one. 
Credit  is  being  crunched  worldwide,  and  the  Bundesbank  responds  bv 
making  its  marks  even  dearer.  Real  rates  in  Germany  are  now  at  their 
highest  level  since  the  early  1930s. 

Germany  is  already  in  ill  odor  for  supplying  Saddam  Hussein  with 
much  of  his  poison  weapons  technolog}'  and  Hitleresque  bunkers,  while 
being  stingy  in  aiding  the  allied  war  effort.  Chancellor  Helmut  Kohl 
should  not  permit  Bundesbank  boss  Karl  Otto  Pohl  to  pound  Europe's 
precariouslv  positioned  economies. 

Fortunately,  the  Federal  Reserve  is  rejecting  Germany's  bad  example. 

Patriotic  Gore 


Since  Vietnam,  voters  have  distrusted  Democrats  on  national  defense, 
fearing  that,  occasional  cosmetics  to  the  contrary,  the  party  believed  in 
peace  at  any  price,  that  there  was  no  cause  or  interest  that  merited  the  use 
of  American  force.  This  isolationism,  of  course,  is  a  prescription  for  the 
rise  of  global  barbarism. 

By  breaking  party  ranks  and  voting  to  give  President  Bush  the  power  to 
wage  war  against  Iraq,  Senator  Albert  Gore  (D-Tenn.)  recognized  that 
unpleasant  but  unavoidable  fact  of  life  of  world  politics.  In  doing  so,  he 
demonstrated  the  integrity  and  judgment  necessan,'  for  the  presidency. 

Another  Democratic  senator  exhibiting  similar  clear-sightedness  was 
Virginia's  Chuck  Robb. 

WeU-Timed  History 


I  Gore  go  in  '92? 


The  Gulf  war  makes  this  short,  learned,  easy-to-read 
book  about  Lincoln  and  the  Civil  War  (Oxford  University 
Press,  $17.95)  particularly  timely.  James  McPherson, 
Pulitzer  Prize-winning  writer  of  the  best  single 
volume  on  tj lat  conflict,  shows  us  in  a  handful  of 
essays  how  extraordinarily  skilled  Lincoln  was 
as  politician,  roilitary  strategist  and  speech- 
maker.  The  ci  iprcr  on  Lincoln's  lively  use  of 
metaphors  should  be  read  today  by  politicians, 
not  to  mention  us  journalists.  The  essay  "The 
Hedgehog  and  the  Foxes"  is  fascinating,  given 
George  Bush's  iictiirehoghke  attitude  on  the 
need  to  bring  down  Saddam  Hussein.  This  wee 
book  is  also  a  reminder  of  how  war  shapes  the 
course  of  events  in  ways  no  one  can  foresee. 
Excerpt:  ''Amon£i  my  earliest  recollections,"  [said]  Lincoln,  "7 
remember  how,  when  a  mere  child,  I  used  toqet  irritated  when 


hearing  the  nei£fhbors  talk  with  my  father,  [I  would  spend]  the 
night  walking  up  and  down,  trying  to  make  out  what  was  the 
exact  meaning  of  some  of  their,  to  me,  dark  sayings.  I  could  not 
sleep  when  I  got  on  such  a  hunt  after  an  idea,  until  I 
had  caught  it;  and  I  was  not  satisfied  until  I  had 
put  it  in  language  plain  enough,  as  I  thought,  for 
any  boy  I  knew  to  comprehend.  This  was  a  kind  of 
passion  with  me,  and  it  has  stuck  by  me." 
Excerpt:  Many  contemporaries  testified  to  [Lin- 
coln's] genius  for  using  everyday  metaphors.  Lin- 
coln was  also  famous  for  telling  stories.  Many  of 
them  were  parables  intended  to  make  or  illustrate 
a  point.  "I  have  found  that  common  people  are 
more  easily  influenced  and  informed  through  the 
medium  of  a  broad  illustration  than  in  any  other 
way."  This  was  something  that  Jefferson  Davis  never  under- 
stood. He  would  never  be  caught  telling  a  story  ahout  skunks  to 


anybody  talked  to  me  in  a  way  I  could  not  understand.  After     make  a  point  about  political  timing  and  leadership. 
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The  bottle  may  be  empty,  yet 


iiiiyuiiii^  Dui  iraMi.  iii  litti,  uii:> 
pty  bottle  is  actually  full  of 
tential.  Thanks  to  recycling. 

Over  20%  of  all  plastic  soft 
drink  containers  are  already 
being  recycled  into  additional 
consumer  and  industrial  produ 
and  the  demand  for  recycled 
plastic  is  growing. 

At  DuPont,  we're  making  sui 
this  growth  continues.  Togethei 
with  Waste  Management  Inc., 
we've  pioneered  the  country's 
largest  and  most  comprehensive 
plastic  recycling  program.  In  this, 
its  first  year,  the  operation  will  « 
recycle  more  than  80  million 
pounds  of  plastic. 

With  recycling,  we  believe  tW 
plastic  will  be  increasingly  appj 
ciated  for  filling  valuable  hum^ 
needs  instead  of  valuable  land.1 

K  At  DuPont,  our  dedication  t0i 
^  ality  makes  the  things  that  mi 
a  difference. 
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BETTER  THINGS  FOR  BETTER  LIV 
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Jainst  all  odds, 
Brad  Gillam  is 
working  toward 
a  dress  shirt  I 
won't  break. 


You  probably  don't  give  much  thought  to 
the  buttons  on  your  shirt.  Until  you  break 
one.  Or  lose  one. 

Then,  you  probably  curse  a  society 

that  can  put  a  man  on  the  moon,  but  not 

conquer  its  nagging  clothing  problems. 

4  ^^.J.j-l^.i.  ^11  ^^^^o  Brad  Gillam  is  working  to  change  all 

tJ^    —^  ZJ^.fz      ^V'*'^^      that.  With  the  unbreakable  dress  shirt 

button. 

"We've  got  sample  shirts  out  right 

now,  to  half  a  dozen  different  dry  cleaners," 

J  — '1    •     .   1         .  .  j-a        .      reports  Brad.  "Half  with 

a  dress  shirt  button  that     our  current  button,  half 

with    a    new    prototype 
button  we're  excited  about." 

The  new  button  is  made  from  a  novel 
poly  resin  compound,  many  times 
stronger  than  that  of  a  traditional  dress 
shirt  button.  After  testing  and  rejecting 
many  different  button  designs  and 
materials.  Brad  thinks  it  may  be  the 
answer. 

How  strong  does  a  dress  shirt  button 
have  to  be? 

"We  want  a  button  that  will  last  as 
long  as  the  shirt.  Which  is  maybe  fifty  or 
sixty  launderings,  if  you  use  starch  (which 
makes  the  cotton  fibers  brittle,  and 
weaker).  Or  eighty  or  more  launderings  if 
you  don't  use  starch." 

Now,  about  that  other  problem:  losing 
a  button.  Brad  has  this  covered  too.  Four 
extras  are  sewn  onto  the  tail  of  each 
Lands'  End  dress  shirt,  so  you  have  them 
when  you  need  them. 

Brad's  attention  to  detail  doesn't  stop 
with  buttons.  It  extends  into  every  inch, 
every  stitch  of  every  Lands'  End  dress 
shirt,  from  our  economically  priced 
Popular  Oxford  to  our  dapper  Pinpoint 
Oxford  to  our  silky  Egyptian  Cotton 
Broadcloth. 

Even  to  a  whole  new  catalog,  for  Brad 
plays  a  major  role  in  "Buttondowns  and 
Beyond,"  our  widest  offering  ever  of  new 
colors,  collar  styles,  handsewn  ties, 
tuxedo  shirts  and  cummerbunds  too. 

Here  he  even  scored  a  coup  that  many 
at  Lands'  End  had  thought  impossible: 
including  in  the  catalog  some  white 
collar-on-color  shirts  that  will  likely  raise 
the  eyebrows  of  Lands'  End  founder  (and 
casual  dresser)  Gary  Comer 

"We're  always  trying  to  reach  out  to 
new  customers,"  explains  Brad. 

Whether  you're  a  traditionalist  or  an 
eclectic,  you'll  want  a  look  at  the  dress 
shirts  in  our  13-times-a-year  regular 
catalog,  or  new  twice-a-year  "Button- 
downs  and  Beyond."  Both  are  yours  free 
when  you  write  or  caU. 

And  we'll  let  you  know  when  that  new 
button  is  ready. 

©1991,  Lands'  End.  Inc. 


Please  send  free  catalog: 
D  Lands'  End 

n  Buttondowns  and  Beyond 
Lands' End       Dept.  H-12 
DodgevUle,WI  53595 

Name 


Address. 
City 


State. 


.Zip. 


Write  or  call  toll-free: 
1-800-356-4444 


Other  Comments 


Calling  SDI 

Missile  technology  and  weapons 
of  mass  destruction  are  proliferating 
around  the  world.  Muammar  el-Qa- 
dafFi  of  Libya  said  that,  if  he  had 
possessed  a  missile  capable  of  reaching 
the  U.S.  during  our  air  raid  on  Tripoli 
in  1986,  he  would  have  fired  it  at  New 
York.  Future  aggressors  may  have  the 
ability  as  well  as  the  intent. 
-Senator  Malcolm  Wallop 
(R-Wyo.),  New  York  Times 

One-Upmanship 

Learning  of  the  presence  of  Con- 
federate agents  at  Niagara  Falls, 
Canada,  Horace  Greeley  wrote  Lin- 
coln urging  him  to  explore  with 
them  the  possibility  of  peace  negoti- 
ations. Seeing  an  opportunit}'  to  use 
Greeley  to  expose  the  impossibilit)' 
of  securing  peace  by  negotiations 
except  on  Confederate  terms  .  .  . 
Lincoln  pressed  him  to  go  forward. 
Reluctantly,  Greeley  did  so,  eliciting 
just  what  Lincoln  expected  and 
wanted — public  statements  from 
Confederate  leaders  that  they  would 
negotiate  no  peace  that  did  not 
include  independence. 

An  embarrassed  Greeley  tried  to 
shift  the  blame  to  Lincoln,  condemn- 
ing the  president's  strategy  of  uncon- 
ditional surrender.  Greeley  ex- 
claimed, "There  is  nothing  like  it  in 


history.  It  must  result  in  disaster." 
Never  mind  that  this  had  been  prctt}' 
much  the  policv  advocated  by  [Gree- 
lev  in]  the  Tribune  during  the  three 
years  [of  the  war]. 
—Abraham  Lincoln  and  the 

Second  American  Revolution. 

BY  James  M.  McPherson 

Less,  Not  More 

Donald  T.  Regan,  an  architect  of 
the  Reagan  Administration's  dcregu- 
laton,'  policies,  told  Congress  that 
contrary  to  conventional  wisdom,  the 
savings  and  loan  debacle  resulted 
from  too  many  restrictions  on  savings 
institutions,  not  too  few. 

The  basic  problem,  he  said,  was 
that  these  institutions  were  limited  to 
investments  in  their  regions,  which 
made  them  "extremely  vulnerable  to 
regional  economic  troubles." 
-Martin  Tolchin, 
New  York  Times 

Not  So  Invulnerable 

The  Iraqi  Air  Force,  the  sixth  larg- 
est and  most  expensive  air  force  in  the 
world,  collapsed  on  Jan.  26  after  pro- 
ducing nothing  for  its  nation,  either 
defensively  or  ofitnsively.  When  the 
Iraqis  didn't  fight  in  the  air,  there 
were  concerns  that  they  might  em- 
ploy some  kind  of  subterftjge,  per- 
haps a  mass  suicide  raid  like  the  Tct 


"Shadow,  nothing.  I  saw  Elvis.' 
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Offensive  with  40  to  50  planes,  possi- 
bly carr)'ing  either  chemical  weapons 
against  troops  or  civilians,  or  Exocet 
missiles  against  coalition  ships.  As  a 
result,  a  focused  operation  began  to 
systematically  destroy  the  reinforced 
shelters  where  the  fighters  were  pro- 
tected. With  blueprints  showing  their 
weak  points,  the  bunkers  were  at- 
tacked by  laser-guided  bombs.  Sad- 
dam had  told  his  people  and  his  Air 
Force  that  these  bunkers  and  the  air- 
craft they  protected  were  invulnera- 
ble— even  to  a  nuclear  attack.  They 
can  be  destroyed  with  one  hit.  Shel- 
ter-busting operations  began  on  Jan. 
25,  and  Iraqi  planes  began  fleeing  to 
Iran  the  next  day. 
-General  Michael  Dugan, 
Former  U.S.  Air  Force  Chief  of  Staff, 
U.S.  News  &  World  Report 


Those  Scuds  over  Tel 
Aviv  and  Riyadh  are 
being  knocked  down 
by  $600  toilet  seats. 

-Wall  Street  Journal  editorial 


Hospitable  Ted 

Following  the  publication  of  his 
book  Winesburg,  Ohio,  Sherwood  An- 
derson found  out  that  Theodore 
Dreiser  lived  on  the  same  block.  He 
decided  to  pay  his  fellow  author  a  call. 
When  Dreiser  came  to  the  door,  An- 
derson nervously  introduced  himself 
"I  am  Sherwood  Anderson,"  he  said. 
"I  thought  I  would  come  to  see  you." 
"Oh,  hello,"  said  Dreiser,  and  shut  the 
door  in  his  face. 

Anderson  later  received  a  note  of 
apology;  Dreiser  had  simply  been  em- 
barrassed. Dreiser  threw  a  stag  part)' 
in  Anderson's  honor.  Later  in  the 
evening,  the  doorbell  rang.  When 
Dreiser  answered  it  he  found  a  fair- 
haired  voung  man  standing  on  his 
stoop  holding  a  bottle.  "I  am  Scott 
Fitzgerald,"  the  man  said.  "I 
have  brought  you  this  champagne." 
"Thanks,"  said  Dreiser,  and  shut  the 
door  in  his  face. 
-New  York  MACAZiNE  1^ 
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We  will  work  with  you  to  make  your  operation  in  France 

a  successful  one. 


NEW  YORK 

CHICAGO 

LOS  ANGELES 

HOUSTON 

TEL;  212-757-9340 

TEL:  312-661-1640 

TEL:  213-879-0352 

TEL:  713-526-1565 

FAX:  212-245-1568 

FAX:  312-661-0623 

FAX:  213-785-9213 

FAX:  713-526-3802 
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lerhaps  a  warm  smile  would 
be  the  perfect  antidote  to  a  long 
day.  Or  maybe  an  inviting  set- 
ting that  beckons  you  to  leave 
your  worries  at  the  door  Where 
laughter  and  conversation  flow 
as  easily  as  the  wine.  And  your 
every  wish — expressed  and 
unexpressed —  is  met.  Welcome 
to  The  Ritz-Carlton.  With 
settings  that  make  any  occasion 
an  event.  And  service  that's 
always  personal,  uncompro- 
mising. A  Ritz-Carlton  signa- 
ture. Now,  we  re  a  familiar  face 
from  New  \ork,  to  Naples.  From 
San  Francisco  to  Sydney.  From 
London  to  Laguna  Niguel 
Over  twenty  grand  hotels  and 
resorts  on  three  continents.  For 
more  information  please  call 
800-241-3333  or  your  travel 
professional  We'll  make  you  feel 
at  home,  no  matter  where  you  go. 


The  Ritz-Carlton 
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IHIS  COPIER  OlASIfll 

122  EMBEniEMENT 

CONYICnONa  99  INSIDE 

IRADES.  AND  W  USES 
OF  RACeEDING: 


Q  Ah  yes,  the  undeniable  power  of  greed.  It 
can  take  a  usually  steadfast  and  reliable 
creature  from  the  office  to  the  courtroom 
quicker  than  you  can  say  subpoena.  But 
there's  one  thing  in  the  office  that's 
completely  trustworthy  Savin  copiers.  And 
since  they  have  been  known  to  last  twenty 
years,  the  only  reason  you'd  replace  your  old 
Savin  copier  is  to  get  the  full  range  capability 
of  a  new  one.  Qlake  the  new  Savin  9710. 
It  has  all  the  leanitds  you  need  in  this  uh-oh- 

©  1991  Savin  Corporation 


we-made-too-many-copies-where's-the- 
paper-shredder-when-we-need-it  business 
world.  QUke  high  speed  and  high  volume 
performance,  with  a  3700-sheet  paper 
capacity.  Seven  preset  enlargement/ 
reduction  modes,  with  an  eighth  you  can  set 


where  you  like.  Automatic  copying  from 
unburst  computer  forms  so  you  don't  have  to 
stand  there  and  ponder  the  meaning  of  life.  A 
guidance  display  so  easy  even  the  temps 
can  understand  it.  And  a  Job  Card  System 
that  makes  tedious  copying  jobs  a  piece  of 
cake.  Q  So  here's  what  you  should  do.  Don't 
hire  anyone  who  can't  look  you  In  the  eye. 
And  call  Savin  today  at  1-800-52-SAVIN.Q 

sai/in 
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Commentairy 

on  events  at  home  and  abroad 

By  Caspar  W.  Weinberger,  Publisher 


SDI— Weakened,  but  Not  Killed 


\ 


The  bitter-end  opponents  of  the  Strategic  Defense 
Initiative  (SDI)  were  enormously  heartened  when  they 
heard  President  Bush  say,  in  his  State  of  the  Union 
message,  that  he  was  "refocusing"  the  Strategic  Defense 
program  to  provide  Global  Protection  Against  Limited 
Strikes  (GPALS),  a  concept  designed  to  protect  us  and  our 
allies  against  accidental  or  limited  ballistic  missile  strikes 
involving  no  more  than  100  enemy  warheads. 

At  last,  the  happy  foes  of  SDI  said,  we  have  buried  the 
Reagan  concept  of  trying  to  build  a  shield  against  an 
unlimited  strike  of  intercontinental  missiles.  Their  joy 
stems  from  their  continued  attachment  to  the  MAD 
(mutually  assured  destruction)  logic,  which  holds  that  no 
one  must  have  any  defense  against  the 
world's  most  terrible  weapons  because  ^^^^^^^ 
only  complete  vulnerability  means  com- 
plete safety. 

An  interview  with  Dr.  Henry  Cooper, 
director  of  the  SDI  Organization  reveals 
that  the  foes  of  SDI  are  engaging  in  a 
premature  burial  ceremony.  Dr.  Cooper 
tells  us  that,  in  addition  to  developing 
GPALS  as  called  for  in  the  President's 
speech^  SDI  will  continue  to  develop 
"systems  and  technologies  ...  to  provide 
options  to  extend  our  defense  deploy- 
ments beyond  GPALS,"  if  conditions  in 
the  Soviet  Union  warrant  it,  or  if  arms 
control  talks  break  down,  or  if  any  Third 
World  nation  acquires  an  intercontinen- 
tal nuclear  missile  capability.  As  a  happy 
footnote  to  all  this,  SDI  had  another 
great  success:  For  the  second  time,  an  interceptor,  weigh- 
ing a  ton  less  than  the  one  in  1984,  hit  and  destroyed  a 
Minuteman  test  missile  170  miles  above  the  Pacific  that 
had  been  fired  in  California,  4,300  miles  away.  It  can  be 
done,  and  we  should  continue  to  do  it. 

(Incidentally,  opponents  of  SDI  are  rushing  into  print  to 
make  sure  no  one  gives  SDI  credit  for  Patriot's  great 
success.  It  is  true  that,  while  Patriot  is  a  nearly  perfect 
defense  against  the  short-range  Scud,  it  cannot  defend 
against  strategic-range  missiles.  But  the  premise  is  the  same, 
and,  when  the  Patriot  was  revised  in  the  1980s  to  give  it 
its  spectacular  antimissile  capability,  the  House  killed  it 
twice.  A  young  senator,  Dan  Quayle,  a  strong  supporter 
of  SDI,  fought  hard  and  successfully  to  get  the  Patriot 


The  Patriot: 

Augury  for  the  nation's  defense. 


restored  by  the  Senate/House  conference  committee.) 

The  deep  congressional  cuts  in  SDI  in  this  vear's  budget, 
and  those  portended  for  the  future  by  the  extremely 
unfortunate  budget  agreement  of  last  year,  carried  out  the 
intent  of  the  congressional  leadership  to  prevent  President 
Reagan's  dream  of  an  effective  SDI.  In  addition,  the  threat 
of  the  Soviet  Union  to  use  its  existing  enormous  stocks  of 
intercontinental  nuclear  missiles  seems  much  diminished 
to  some.  Those  factors,  plus  the  undoubted  success  of 
weapons  such  as  the  Patriot  that  defend  against  shorter- 
range  tactical  ballistic  missiles,  all  led  to  the  President's 
announcement  on  SDI.  Thus,  the  emphasis  for  the  imme- 
diate future  will  be  to  develop  effective  defenses  against  a 
smaller  number  of  warheads  or  against 
■  accidental    or    random    launches,    now 

thought  to  be  the  greater  danger. 

Fortunately,  all  of  the  work  that  will  be 
done  in  the  next  few  vears  to  develop 
effective  protection  against  limited  strikes 
will  also  be  completely  usable  when  and  if 
the  options  that  SDI  is  developing  for  a 
hilly  effective  system  are  pursued. 

This  limited  approach,  of  course,  de- 
lays until  the  next  century  the  time  when 
we  can  have  the  priceless  advantage  of  a 
defense  against  any  kind  of  intercontinen- 
tal nuclear  strike — accidental,  limited  or 
unlimited.  But  that  is  the  delay  forced 
upon  us  by  a  Congress  that  is  still  domi- 
nated by  adherence  to  the  MAD  logic 
that  regards  defensive  systems  as  far  more 
dangerous  than  complete  vulnerability. 
The  really  bad  news,  however,  is  that  we  arc  still  insisting 
that  all  SDI  programs  must  be  "conducted  in  fiill  com- 
pliance" with  all  treaties,  "including  the  ABM  Treaty." 

If  we  continue  this  slavish  adherence  to  this  monumen- 
tal error  of  our  past,  the  MAD  logicians  really  will  have 
won,  because  any  attempt  to  deploy  a  hill-scale,  effective 
SDI  program  is  forbidden  by  this  misbegotten  treaty. 
Meanwhile,  the  Soviets  continue  to  work  feverishly  to 
develop  their  SDI.  We  have  known  that  all  along.  What  we 
do  not  know  now  is  whose  hands  will  control  their  SDI. 
Nor  who  will  control  their  military,  as  the  Soviet  empire, 
their  central  government  and  their  economy  continue  to 
crumble.  We  can  be  very  grateful  we  have  Patriot;  we  can 
only  hope  we  will  have  SDI  before  it  is  too  late.  Hi 
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You  get  what  you  don't  pay  for. 


^Introducing  the  NEC  UltraLite"  286F  note- 
hook  computer.  The  best  value  in  notebooks. 

Buy  a  typical  notebook  computer  and  you 
get  exactly  what  you  pay  for. 
A  typical  notebook 
computer. 

Buy  the  Ultra 
Lite  286F  notebook, 
however,  and  you  get 
considerably  more  than 
you  pay  for. 
^Atypical  screen 


^Atypical  proportions 

Speaking  of  getting  around,  the  UltraLite 
286F  is  actually  small  and  light 
enough  to  fit  com- 
fortably in  your 
briefcase. 
^Atypical  for  anyone 
but  NEC 


The  UltraLite  286F  screen, 
for  instance.  Instead  of  the 
usual  blue  LCD,  you  get  a  black 
and  white  LCD  double  scan  CGA 
screen.  So  there's  greater  contrast 
for  optimized  text  readability.  In  fact, 
text  fonts  appear  as  clear  as  they  do  on  a 
VGA  LCD  screen. 
^Atypical  battery  lift 

You  can  use  the  UltraLite  286F  for  virtually 
an  entire  coast  to  coast  flight,  thanks  to  a  battery 
life  that's  twice  as  long  as  most  other  notebooks'. 


CtC 

Computers  and  Communicahons 


You  also  get  standard 
features  like  an  internal 
3.5"  floppy  disk  drive  in 
addition  to  a  20MB  hard  disk 
drive.  An  80C286  processor  run- 
ning at  12MHz  with  1MB  of  RAM 
expandable  to  SMB.  Not  to  mention 
connectivity  options  including  serial, 
parallel,  CRT  and  external  disk  drive 
ports. 

In  short,  it's  totally  unheard  of  for  anyone 
else  to  give  you  so  much  in  such  an  affordable 
computer. 

But  for  NEC?  It's  very  typical. 
For  product  literature  or  location  of  your 
nearest  dealer  call  1-800-NEC-INFO. 


NEC 
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Let  the  rich  save  money,  too 


The  Bush  Administration  proposes  to 
require  so-called  rich  retirees,  those  with  an 
adjusted  gross  income  ot  over  $125,000,  to 
pay  more  for  their  Medicare  benefits.  Cynics 
dismiss  it  as  an  attempt  to  counter  the 
charge  that  Republicans  favor  the  rich,  say 
through  lower  capital  gains  taxes.  But 
what's  clearly  in  prospect  is  that  as  the 
elderly  grow  as  a  proportion  ot  the  total 
population  and  health  care  costs  continue  to 
rise,  better-off  retirees  will  have  to  provide 
more  for  their  own  retirement  and  health 
care.  If  they  don't,  payroll  (Social  Security 
and  Medicare)  taxes  will  become  stifling. 
This  proposal  probably  won't  pass  Con- 


gress this  year,  but  budget  troubles  are  too 
pressing  to  avoid  it,  and  one  of  the  biggest 
budget  problem  areas  has  been  the  growth 
of  congressionally  created  entitlements,  like 
Medicare,  for  those  with  middle  and  upper 
incomes.  This  initial  proposal  is  only  a  first 
small  step.  Limiting  it  to  individuals  with 
an  adjusted  gross  income  of  $125,000  (or 
couples  with  more  than  $150,000)  would 
affect  only  about  500,000  of  33  million 
Medicare  recipients  and,  after  hefts'  adminis- 
tration costs,  save  just  $41  million  in  1992. 
How  soon  will  seniors  with  incomes  of 
$75,000— or  even  $35,000— be  forced  to 
pav  a  surcharge? 


Even  better-o£f  retirees  have  precious  little  saved  for  a  rainy  day 


THERE'S  ANOTHER  SIDE  to  this  coin,  and  it's 
one  that  politicians  are  mostly  unwilling  to 
confront.  If  today's  better-off  middle-aged 
population  will  have  to  pay  more  toward 
their  retirement  costs  two  decades,  say,  from 
now,  they  need  to  be  encouraged  to  save 
more.  But  it  is  just  this  group  whose  savings 
incentives  have  been  taken  away.  Employee 
contributions  to  a  401  (k)  retirement  plan  in 
1991  are  at  best  capped  at  $8,475,  and  ofi:en 
lower  than  that.  And  tax-deductible  individual 
retirement  accounts  arc  now  available  only  to 
those  with  modest  incomes. 


What's  awkward  for  politicians  is  the  fact 
that  it  is  the  better-off  people  who  do  the 
national  saving  (about  70%  of  household 
savings  has  been  done  by  the  12.5%  of 
families  with  the  highest  incomes,  according 
to  the  Federal  Resen'e).  Even  then,  savings 
performance  is,  at  best,  anemic.  In  1988  the 
best-off  20%  of  the  just-about-to-retire  55- 
to-64-year-olds,  with  a  total  income  of 
$47,000  a  year  or  above,  had  around 
$92,000  in  median  net  worth  outside  the 
equity  in  their  hornes,  and  around  $199,000 
in  all.  -Janet  Novac;k  and  H.B. 


Capital  spending  is  still  gi^owing 


Capital  spending  by  industry  continues  to 
be  in  better  shape  in  this  business 
slowdown  than  in  previous  ones.  There  has 
been  an  extended  period  of  growth  in 
capital  spending — it  increased  in  real  (infla- 
tion adjusted)  terms,  by  4.2%  in  1987, 
8.9%  in  1988,  8.5%  in  1989  and  by  5.4% 
in  1990 — and  is  now  forecast  to  grow  by 
2.4%  in  1991.  In  a  typical  recession,  capital 
spending  drops  bv  about  5%  to  7%;  in 
nasty  1981-83  it  declined  by  11%. 

With  capacity  use  rates  now  running  at 
around  80%,  down  from  84%  last  July,  it's 
understandable  that  some  planned  invest- 
ment has  been  put  on  hold.  But  this  hasn't 
happened  as  broadly  as  in  previous  down- 
turns. And  cash  flow,  a  better  indicator  of 
spending  than  are  corporate  profits,  is 
holding  up  as  a  result  of  cuts  in  inventories 


and  dividend  payouts. 

Four  factors  suggest  that  capital  spending 
may  do  even  better  than  forecast: 

1 )  The  investment  boom  has  been 
characterized  by  steady  growth,  not  sudden 
surges,  which  in  the  past  have  been 
followed  by  inevitable  downturns. 

2)  With  the  dollar  weak,  export  demand 
is  strong. 

3)  U.S.  industry  knows  it  must  invest  to 
cope  with  foreign  competition,  here  as  well 
as  abroad. 

4)  A  large  backlog  of  plant  and  machines 
needing  replacement  has  built  up. 

The  majority  of  new  investment  in  the 
1980s  went  into  productivity-enhancing 
computers  and  into  information-processing 
equipment.  In  the  1990s  there  will  be  more 
of  a  balance  in  the  investment  pattern. 


Forbes  ■  March  4,  1991 


35 


iniiii;in*ji!iii»:< 

l^l'HllliHII'l.l.l.lililll 


210 
200 
190 
180 
170 
160 
150 
140 
130 
120 
110 
100 


The  Forbes  Index  (1967  =  lOO) 


Current 

191.4  t 

Previous 

192.6  t 

Percent  change 

-0.6% 

76    77    78    79    '80    '81    '82    '83    '84    '85    '86    '87    'S 
*Praliminary    tRevised 


■89    '90 


Americans  arc  sitting  on  their  wallets.  Consumer  install 
ment  credit,  which  includes  credit  card  debt  and  autc 
loans,  fell  for  the  first  time  since  February  1989.  The  0.2% 
drop  from  November  to  December,  to  $738  billion,  wa; 
the  largest  decline  since  February'  1987. 

With  additional  defense  spending  to  support  the  effort 
in  the  Persian  Gulf,  new  orders  for  durable  goods  rose 
3.4%  in  December.  But  this  figure  is  still  8.7%  below  its 
le\'el  one  year  earlier.  During  1990  the  Forbes  Index 
dropped  3.4%,  the  largest  annual  decline  in  nine  years. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

9.0% 

Auto  sales  year  to  date  vs.  1990' 

Ward's  Automotive 

-29.9% 

Index  of  leading  indicators  November  vs.  October  Dept  of  Commerce 

Trade  balance  1 2  months  ended  Novemberl  990  Dept  of  Commerce 

All-commodity  producer  price  index  Dec  vs.  1969'  Dept  of  Labor 

GMP  4th  quarter  vs.  3rd — annualized  growth  Dept  of  Commerce 


-1.2% 

-$102  bil. 

-0.1% 

-2.1% 


reisa 

a 

■(■year 


NBER  Experimental  Recession  Probability  Index^      Natl  Bureau  of  Economic  Research     9.0% 

'  U.S. -based  manufacturers,  excludes  imports,  as  of  1/31/91. 
'  Wholesale  goods.  ^  December  1990. 


Index  components 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  vi/eighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 


Ill 


109 


107 


105 

Industrial  production  index  (1987  =  100) 
sea'-onally  ad|usted  (federal  Resen/e) 

470 


420 


147 


138 


129 


120 


Services    □  Total  index 


250 


200 


150 


100 


I  Inventones    □  New  orders 


Consumer  price  indexes  (1982-84  average  =  100) 
all  urban  consumers,  unad|usted  (Dept.  of  Labor) 

125 


100 


Mew  'lie.:    L/ine 

(thoufsnds,  seas'. 


I  ;ge  ttr  month 
\>pt  of  Labor) 


75 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Dept,  of  Commerce) 

155 


150 


145 


140 

Retail  sales  ($billions) 

seasonally  adjusted  (Dept.  of  Commerce) 


Manufacturers'  new  orders  and  inventories 

(Sbillions)  seasonally  adjusted  (Dept.  of  Commerce) 

2760 


2700 


2640 


2580 


I 


Personal  income  ($billlons)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept.  of  Commerce) 

740 


730 


720 


710 


Consumer  installment  credit  ($billions)  total, 
seasonally  adjusted  (Federal  Reserve) 
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ITS  A  MATTER  OF  TIME  BEFORE 

YOU  SEE  THE  TRUE  VALUE  OF 

OWNING  AN  AUDI. 


,^^^^      When  it  comes  to  an 
^^^^     automobile's  true  value, 
there  is  always  a  bottom  line. 

Ours  is  simple:  Overtime,  few, 
if  any  car  makers  will  ever  come  close 
to  ensuring  you're  in  as  much  control 
of  your  wallet  as  you  are  of  the  road. 

Witness  our  Audi  Advantage. 

In  addition  to  the  coverage  of 
our  comprehensive  limited  warranty, 
all  scheduled  maintenance  is  taken 
care  of  by  Audi  — brake  pads,  tune- 
ups.  Everything.  And  a 
throughout  the  first 
three  years  or 


50,000  miles  of  ownership,; 

Indeed,  Audi  is  setting  new 
standards  in  owner  protection:  No 

GOOD 

TAKE  CONTROL 


deductibles.  No  unforeseen  costs.  And 
most  important,  no  surprises. 

You'll  also  benefit  from  24- 
hour  365-day  Roadside  Assistance.^ 

And  the  option  of  choosing 
to  lease  with  Audi's  3-Year  Test  Drive 
Program.  (Whether  you  buy  or  lease, 
you're  automatically  protected  by 
the  Audi  Advantage.) 

The  way  we  see  it,  our  owner 
protection  plan  is  simply  another 
way  Audi  lets  you 
take  control. 


'See  your  dealer  for  details    *A  3-year  membership  in  the  United  States  Auto  Club.  Motoring  Division.  Inc    01991  Audi  of  America 
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France's  arms  merchants  did  a  booming  business 
with  Saddam  Hussein.  Good  thing  for  the 
French  that  arms  don't  come  with  money-back 
guarantees,  because  the  French  stuff 
is  serving  Saddam  badly. 

It  couldn't  have 
happened  to 
a  niceif  guy 


I 


By  Peter  Fuhrman 

In  THE  SECOND  WEEK  of  the  air  war  in 
the  Persian  Gulf,  a  fleet  of  Anglo- 
French  Jaguar  fighter  bombers, 
French  pilots  at  the  controls,  fired 
laser-guided  rockets  to  blast  an  Iraqi 
cache  of  French-made  Exocet  missiles 
and  electronic  warfare  equipment  in 
Kuwait.  During  the  mission,  the 
French  pilots  had  to  evade  French- 
made  radar. 

Why  did  the  French  have  to  use  the 
Jaguar,  an  older,  less  capable  plane, 
when  they  had  at  their  disposal  far 
more  up-to-date  Mirage  2000s?  Be- 
cause the  U.S.  Marine  antiaircraft  kit 
might  have  mistaken  the  French  Mi- 
rages for  the  Mirages  flown  by  the 
Iraqi  air  force. 

There  was  a  certain  poetic  justice 
here.  The  U.S.,  no  matter  how  mis- 
takenly it  had  tilted  toward  Saddam 
Hussein  in  recent  years,  never  sold 
him  advanced  s.;  rns.  The  French  did. 
And  now  they  aic  paying  the  price. 

Damaged  most  irreparably  perhaps 
is  the  reputation  of  France's  arma- 
ments industrv'.  Military  reports  from 
the  Gulf  suggest  Saddam  hasn't  re- 
ceived good  value  for  his  money. 
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Sighs  Patrick  Lemarque,  an  official 
with  the  French  government  arms 
procurement  and  export  agency: 
"The  war  has  not  provided  very  good 
advertising  for  French  weapons." 

Advertising  is  the  least  of  it.  Much 
of  the  stuff  is  just  second  rate  and, 
happily  for  the  U.S.  forces,  a  genera- 
tion behind  the  best  U.S.  equipment. 

What  of  the  once-feared  sea-skim- 
ming Exocet-Mirage  combination — 
used  devastatingly  against  the  British 
in  the  Falklands,  and  against  the  un- 
ready U.S.S.  Stark  in  1987.>  There 
could,  of  course,  be  a  lucky  shot  in  the 
days  ahead,  but  basically  the  Exocet  is 
yesterday's  threat.  To  neutralize  the 
Exocets  the  Allies  have  gun-mounted 
radars  and  fire  control  systems  on 
their  ships  and  Awacs  flying  radar 
stations  in  the  air.  In  the  Gulf,  there 
has  been  only  one  confirmed  Iraqi 
attempt  to  launch  Exocets.  On  that 
occasion,  U.S.  F-15s  flown  by  Saudi 
pilots  fired  long-range  missiles  to 
splash  two  Iraqi  Exocct-cquipped 
fighter  aircraft:. 

But  in  buying  French,  Saddam  was 
buying    expensive    equipment    that 


would  never  prevail  against  the  best 
the  U.S.  has  to  offer.  The  Mirage  F-1, 
a  staple  of  the  Iraqi  air  force,  is  an 
over-20-year-old  design,  roughly 
comparable  to  the  American  F-4, 
which  went  out  of  production  a  de- 
cade ago.  The  Mirage's  $35  million 
price,  though,  puts  it  in  the  same 
bracket  as  America's  frontline  F-1 5 
(around  $40  million),  and  far  above 
the  U.S.  super  dogfighter,  the  F-16 
($25  million).  Saddam  got  only  fizzle 
for  his  francs. 

This  is  quite  a  downfall  for  France. 
Until  the  late  1980s  Dassault  Avia- 
tion S.A.  was  probably  the  world's 
top  fighter  exporter.  But  now  the 
bottom  has  dropped  out  of  the  market 
for  Dassault's  Mirage  fighter. 

The  French  are  still  trying.  Dassault 
Aviation  S.A.,  builder  of  the  Mirage, 
is  developing  a  new  fighter.  The  plane 
is  five  years  from  deliver\%  and  won't 
be  much  of  an  advance  on  General 
Dynamics'  F-16  or  McDonnell 
Douglas'  F-1 8,  except  in  its  price 
tag — close  to  $100  million  a  copy, 
including  development  costs. 

It's  a  similar  story  of  inadequacy 
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Current  rate  of  exchange;  4.95  francs  =  one  dollar 
Source:  French  Ministry  of  U^fm^e. 


France's  large  and  diversified  state-controlled 

arms  Industry  exported  aggressively,  especially  the 

Dassault  Mirage  fighter  (above).  But  since  the  mid-19808 

sales  have  slid  (see  chart),  and  during  1990  France 

failed  to  register  a  single  major  new  weapons  order,  as 

the  Gulf  war  killed  plans  to  sell  more  planes  to  Iraq  and  Jordan. 


and  antiquation  with  the  French  at- 
tack helicopters  and  electronic  coun- 
termeasurc  systems  in  the  Iraqi  arse- 
nal. War  is  the  best  showcase  for 
weapons,  and  American  equipment  is 
stealing  the  show,  as  even  the  French 
admit.  "Countries  in  the  [Persian 
Gulf]  area  will  be  equipped  in  the 
future  with  a  lot  of  American  mater- 
iel," sniffs  French  parliament  member 
Jean-Guy  Branger.  'Trance  will  be 
left  to  pick  up  the  crumbs  that  our 
American  allies  have  not  bothered  to 
collect." 

That's  very  unwelcome  news  for 
French  armsmakers.  During  the 
1980s  France  rose  to  become  the 
third-largest  arms  exporter  in  the 
world,  trailing  only  the  U.S.  and  the 
Soviet  Union.  Aerospatiale's  Exocet 
missile  was  the  pride  of  the  fleet,  and 
since  1972  France  has  exported  2,800 
of  the  missiles,  earning  about  $1.5 
billion.  Most  of  those  Exocet  sales 
came  in  the  wake  of  the  Falklands 
conflict.  The  Exocet  is  past  its  prime. 
It  is  outclassed  by  sophisticated 
American  smart  bombs  such  as  Rock- 
well International's  GBU-15,  which 


destroved  the  manifolds  the  Iraqis 
turned  on  to  pump  crude  oil  into  the 
Persian  Gulf 

Whv  were  the  French  so  willing  to 
sell  arms  to  the  Iraqi  dictator.'  Money. 
Some  25  years  ago,  when  Charles  de 
Gaulle  withdrew  France  from  the 
NATO  alliance,  he  ordered  that  France 
must  strive  for  self-sufTiciency  in  arms 
manufacture.  With  a  defense  budget 
just  one-tenth  the  size  of  America's, 
France  offset  part  of  the  arms  cost 
through  aggressive  exporting.  The 
outcome  was  that  a  lot  of  nast\'  dicta- 
tors got  their  hands  on  some  nast}' 
weapons.  Saddam  Hussein  was  a  par- 
ticularly eager  buyer. 

The  French  arms  industry,  created 
in  its  modern  form  by  de  Gaulle,  and 
today  employing  300,000,  is  over- 
sized for  a  nation  with  a  work  force  of 
24  million  and  a  gross  national  prod- 
uct one-fifth  the  size  of  the  U.S.'  A 
French  military  attache  who  served 
recently  in  Baghdad  explains: 
"France,  in  selling  arms,  cannot  afford 
to  have  many  scruples."  Iraq,  Libya 
and  a  gang  of  other  Third  World 
dictatorships  took  over  half  of  Fran- 


ce's $90  billion  in  arms  expc:)rts  during 
the  1980s. 

Even  before  the  Gulf  war  showed 
the  inadequacy  of  most  French  arms, 
however,  the  nation  was  reexamining 
its  defense  posture.  The  French  de- 
fense budget  is  being  pared  as  the 
Soviet  threat  in  Europe  recedes.  If  for 
no  other  reason  than  economics, 
French  producers  are  joining  other 
European  weapons  producers.  An 
early  move:  Thomson-CSF  is  working 
on  merging  one  of  its  missile  pro- 
grams with  British  Aerospace  Pic. 
This,  too,  will  lead  to  greater  control 
over  French  weapons  sales,  since  the 
British  keep  a  tighter  lid  on  what  they 
export  and  to  whom. 

For  the  French  there's  a  further 
irony  in  a  situation  that  finds  them 
risking  French  lives  to  shoot  down 
French  products:  If  the  French  sold 
Saddam  obsolete  stuff,  Saddam 
stiffed  them  right  back.  He  took  deliv- 
er)' of  $10  billion  of  French  arms  over 
the  past  ten  years,  but  he  still  owes  the 
French  government  $3  billion. 
Would  you  want  to  be  an  unsecured 
creditor  of  Saddam  Hussein?  ^ 
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General  Electric,  which  does  not  believe  in  being 
second-string  in  anything,  isn't  a  big  player  in  the  fast- 
consolidating  entertainment  industry.  What's  next? 

Whither  NBC's 
peacock^ 

By  John  H.  Taylor 

General  Electric  Co.'s  John  F. 
Welch  Jr.  has  long  said  he  doesn't 
want  to  be  in  a  business  that  isn't  the 
leader  in  its  field.  He  must  be  feeling 
very  uncomfortable  with  his  nbc  net- 
work. Among  the  three  networks, 
NBC  was  a  strong  number  one  when 
GE  acquired  it  as  the  centerpiece  of  its 
$6.4  billion  acquisition  of  RCA  in  June 
of  1986. 

But  that  was  then.  Today  NBC  is  in  a 
virtual  dead  heat  in  the  ratings  wars 
with  CBS  and  ABC.  nbc  has  had  no  new 


major  prime-time  hits  in  two  years.  It 
has  lost  market  share  among  the  net- 
works, which  are  themsehes  losing 
market  to  cable  TV.  Prime-time 
viewership  of  all  networks  has 
dropped  to  62%,  from  85%  ten  years 
ago.  NBC's  prime-time  ratings  are 
down  12%  this  vcar. 

This  slippage  must  be  galling  for 
Jack  Welch,  an  intensely  competitive 
man,  who  has  nearlv  tripled  GE's  prof- 
its since  he  took  over  ten  years  ago. 
He  has  accomplished  this  by  watch- 


im 


-^ .. 


ing  his  operating  divisions'  bottom 
lines  like  a  hawk.  Here  is  what  the 
hawk  sees  when  he  looks  at  the  nbc 
peacock:  Last  year  the  network's  op- 
erating profit  fell  an  estimated  27%, 
to  $275  million.  In  1991  network 
operating  earnings  are  likely  to  fall 
another  27%,  to  $200  million,  as  nbc 
and  its  network  rivals  feel  the  sting  of 
a  weak  economy  and  advertisers'  re- 
luctance to  buy  commercial  time  on 
war-related  programming.  The  war  in 
the  Persian  Gulf  has  already  cost  the 
netu'ork  more  than  $37  million  in  lost 
ad  revenue  and  increased  news-gath- 
ering expenses. 

nbc's  six  owned  stations  are  profit-  ■- 
able.  But  even  when  they  arc  added  in, 
total  operating  profits  came  to  an 
estimated  $490  million  last  year, 
down  20%  from  the  year  before. 
While  this  was  a  good  improvement 
over  what  nbc  earned  when  GE  ac- 
quired it,  the  fact  remains  that  nbc  is 
not  the  clear  leader  GE  feels  comfort- 
able with. 

Hanging  on  to  an  also-ran  is  not 
consistent  with  Welch's  style.  But  to 
make  nbc  a  winner  he  would  have  to 
do  more  than  merely  reverse  its  rela- 
tive decline.  In  its  next  phase,  the 
entertainment  business  will  involve 
the  globalization  of  television  shows 
and  the  integration  of  networks.,  cable 
and  the  studios — all  of  which  will 
require  prodigious  amounts  of  capital 
and  managerial  time.  Although  GE 
still  has  plenty  of  cash — $  1 .4  billion  at 
last  count — and  lots  of  borrowing 
power,  it  has  shown  no  signs  of  mak- 
ing the  major  acquisitions  required  to 
make  it  a  global  player  in  entertain- 
ment on  the  scale  of,  say,  Time 
Warner  or  Rupert  Murdoch's  enter- 
prises. Nor  has  GE  been  a  player  in  the 
bidding  for  movie  studios  that  has 
seen  MCA  and  Columbia  go  to  Japa- 
nese conglomerates  with  global  enter- 
tainment ambitions. 

NBC  President  Robert  C.  Wright,  a 
longtime  GE  executive,  says  he  expects 
the  parent  company  to  hold  on  to 
NBC.  But  the  gossip  persists.  The  like- 
liest buyers  of  networks  are  Holly- 
wood studios,  assuming  the  Federal 
Communications  Commission  liber- 
alizes the  rules  that  have  so  far  kept 
program  producers  and  broadcasters 
separate  (see  box).  For  a  studio,  a 
network  is  like  a  giant  chain  of  tiny 
household  theaters;  this  offers  enor- 
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mous  distribution  possibilities.  A  stu- 
dio could  not  only  assure  that  its 
shows  would  be  picked  up;  it  could 
also  place  them  in  highly  advanta- 
geous time  slots.  Even  with  cable's 
inroads,  12  million  people  tune  in  to 
NBC  in  an  average  week. 

Thus,  even  in  its  present  reduced 
circumstances,  NBC  is  potentially  a 
valuable  property.  How  valuable? 
Analysts  figure  the  network  and  sta- 
tions to  be  worth  between  $4  billion 
and  $6.5  billion — a  nice  return  con- 
sidering that  GE  has  already  recovered 
most  of  the  $6.4  billion  it  paid  for 
RCA,  including  NBC. 

The  entertainment  business  is  one 
vast  network  of  gossip,  and  the  gos- 
sipers  have  already  come  up  with  pro- 
spective buyers.  Much  of  the  scuttle- 
butt cuts  to  Paramount  Communica- 
tions. With  over  $1  billion  in  cash, 
Paramount  has  been  looking  for  a 
major  acquisition  in  the  entertain- 
ment business  but  has  failed  to  con- 
summate one  (Forbes,  Feb.  4, 1991). 
Stories  are  already  circulating  that  GE 
Chairman  Welch  and  Paramount 
Chairman  Martin  Davis  have  met  to 
discuss  a  deal.  Spokesmen  for  both 
companies  refuse  to  comment,  but 
that  has  failed  to  dampen  industry 
expectations. 

Paramount's  largest  shareholder, 
well-known  investor  Mario  Gabelli, 
thinks  GE  might  spin  off  nbc  into  a 
joint  venture  with  Paramount  in  a 
stock  swap  where  GE  winds  up  with 
35%  to  40%  of  Paramount.  "It  could 
be  a  great  deal,"  he  says. 

What  of  other  potential  Holly- 
wood suitors?  Time  Warner  has  cast 
its  lot  with  cable  through  its  82% 
ownership  of  American  Television 
and  Communications,  a  4.6-million- 
subscriber  cable  system.  Besides, 
Steve  Ross  is  struggling  with  $11 
billion  in  debt  and  is  tapped  out. 

Disney?  It  has  plenty  of  cash  and 
borrowing  capacity  and  says  it  doesn't 
rule  out  a  deal  for  NBC.  But  the  partner 
most  often  mentioned  alongside  Dis- 
ney's name  is  CBS. 

On  the  other  hand,  a  change  in  the 
syndication  rules  would  allow  NBC  to 
take  over  a  movie  studio.  But  Wright 
has  no  interest  in  such  a  move.  In- 
stead, he  says  he  will  expand  cautious- 
ly by  forming  joint  ventures  with 
production  companies  in  the  U.S. 
and  Europe. 


Fighting 
for  the 
spoils 


IN  THE  SHORT  run,  NBC  S 

fate  and  that  of  the  other 
networks  rests  with  five 
regulators  in  Washington, 
where  the  Federal  Com- 
munications Commission 
will  decide  on  Mar.  14 
whether  to  reduce  the  big- 
gest barrier  to  a  network 
merger  with  a  Holh'wood 
studio  (see  story,  p.  140) . 

For  the  past  21  years, 
such  mergers  have  been 
thwarted  by  the  "finan- 
cial interest  and  syndication 
rules."  These  bar  net- 
works from  selling  reruns 
or  owning  any  portion  of 
the  prime  time  shows  not 
produced  in-house.  With 
ire,  the  networks  watched 
from  the  sidelines  as  syn- 
dication revenues  rose  in 
the  1980s,  to  $5.4  billion 
worldwide  in  1989,  up 
from  $700  million  in 
1980,  according  to  NBC. 
One  reason  for  the  boom: 
The  number  of  indepen- 
dent TV  stations  in  the 
U.S.  trebled  in  the  1980s, 
creating  a  hungry  and 
competitive  pool  of  buyers 
for  oft-nctwork  program-    • 
ming.  Yet,  though  the  net- 
works paid  much  of  the 
bill  and  gave  the  programs 
exposure,  they  were 
barred  from  the  fruits  of 
ownership. 

While  the  networks 
salivated,  the  syndication 


market  probably  peaked 
three  years  ago,  because  of  a 
programming  glut  and 
the  advance  of  Fox  Broad- 
casting Co.  Fox  has  re- 
duced demand  among  in- 
dependent stations  by  en- 
listing more  than  a  third  of 
the  U.S.'  345  indepen- 
dent stations  as  affiliates  of 
its  fledgling  network. 
Svndication  prices  have 
tumbled  to  $600,000  to 
$900,000  per  episode  for 
highly  rated  comedies 
that  might  have  fetched 
$1.2  million  to  $1.8  mil- 
lion a  few  years  ago. 

But  the  soft  market 
hasn't  stopped  the  net- 
works and  producers 
from  fighting  for  the  re- 
maining spoils.  Nor  has  it 
introduced  a  genuine  desire 
to  compromise — despite 
the  Ecc's  plea  last  year  to 
settle  the  matter  within 
the  industry.  Capital  Cit- 
ies/ABc:  apparently  came 
to  a  tentative  accord  with 
Warner  Bros.  Chairman 
Robert  A.  Daly,  the  leader 
of  Holly  wood's  negotiat- 
ing team,  but  nbc  and  CBS 
balked,  in  hopes  of  win- 
ning a  more  favorable  deal 
at  the  FCc:. 

If  their  gamble  pays, 
networks  could  be  worth  a 
lot  to  movie  studios — 
and  vice  versa. 

-Kathryn  Harris    HH 


Why  would  GE  want  to  sell  nbc 
rather  than  expand  its  franchise  to 
become  a  major  player  in  the  enter- 
tainment business?  GE  lacks  neither 
the  money  nor  the  ambitions,  but  its 
corporate  culture  may  be  such  that  it 
cannot  comfortably  run  a  major  en- 
tertainment business.  GE  is  a  consum- 
mate manufacturer  and  its  financial 
arm,  GE  Financial  Services,  is  highly 
regarded.  But  entertainment  is  a  dif- 
ferent kind  of  business  from  either.  It 
depends  more  on  personal  relation- 
ships and  flair  than  on  the  kind  of 
knowhow  needed  to  run  an  efficient 
manufacturer  or  money  manager. 


Meanwhile,  a  joint  venture  with 
Woodbury,  N.Y. -based  Cablevision 
Systems  Corp.  to  provide  program- 
ming including  CNBC,  a  24-hour  busi- 
ness news  and  consumer  service,  to 
other  cable  systems  generated  losses 
of  more  than  $60  million  last  year  for 
the  partners.  CNBC  does  not  yet  reach 
enough  subscribers  to  make  it  a  very 
attractive  advertising  buy. 

A  former  nbc  president  who  insists 
on  anonymity  puts  it  this  way:  "They 
milked  the  cash  cow,  but  the  cow  is 
drying  up.  And  we  all  know  how  Jack 
Welch  feels  about  dry  cows."  He  sends 
them  to  the  slaughterhouse.  IH 
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Judge  Greene  has  blocked  the  telephone  companies 
fromthecabletelevision  business,  buta  higher  courthas 
told  him  to  reconsider  his  reasoning.  PacTel  has 
already  bet  over  $200  million  that  the  barner  will  fall. 


BeUTV? 


By  Fleming  Meeks 

U.S.  District  Judge  Harold  Greene 
in  effect  controls  the  fUturc  of  the 
$175  billion  U.S.  telecommunica- 
tions industry.  Seven  years  after  he 
presided  over  the  antitrust  consent 
decree  that  broke  up  the  Bell  System, 
and  with  the  help  of  two  law  clerks 
and  a  secretary,  Greene  continues  to 
pass  judgment  on  a  raft  of  telecom- 
munications issues,  large  and  small. 

It  is  a  monumental  job  that  will 
define  the  U.S.  economy  for  years  to 
come.  Yet  the  68 -year-old  judge 
seems  to  think  he  can  handle  it,  part 
time.  Much  of  the  time,  he  works 
through  his  normal  caseload,  which 
included  presiding  over  the  trial  of 
former  National  Security  Adviser 
John  Poindexter.  Notes  Lee  Cox, 
chief  executive  of  PacTcl  Corp.,  the 
largely  unregulated  subsidiary  of  $9. 7 
billion  (revenues)  Pacific  Tclcsis 
Group:  "There's  simply  no  process 
that  allows  normal,  no-brainer  things 
to    get    handled.    Little    things    go 


through  the  same  bureaucratic  pro- 
cess as  precedent-setting  matters  like 
cable  TV." 

There  arc,  however,  signs  that 
Greene's  grip  on  the  fate  of  the  tele- 
communications industrA'  ma\'  be 
slipping.  Right  now  there  is  growing 
speculation  as  to  whether  telephone 
companies  will  be  allowed  to  insinu- 
ate themseh'cs  into  the  cable  business 
bv  buying  cable  systems  outside  their 
service  areas.  (The  Bell  companies 
would  still  be  prohibited,  bv  the  Ca- 
ble Act  of  1 984,  from  operating  cable 
systems  in  their  scr\'ice  areas.) 

Currently,  the  telephone  compa- 
nies are  barred  from  any  involvement 
in  cable  TV  business,  as  it  falls  under 
the  heading  of  "information  ser- 
vices"; the  consent  decree  says  this 
market  is  off^  limits  to  the  seven  Baby 
Bells.  But  last  year  PacTel  came  up 
with  a  clever  way  of  betting  that 
Greene  will  eventually  drop  the  infor- 
mation services  restriction. 


In  June  PacTel,  which  already  oper- 
ates four  cable  systems  in  the  U.K. 
and  is  in  the  process  of  building  ten 
more  there,  effectivelv  snared  75%  of 
Group  Ws  1 1 1,500-subscriber  cable 
system  in  Chicago.  Under  the  consent 
decree,  PacTel  couldn't  make  the  in- 
vestment directly.  So  it  worked 
through  an  intermediary,  Transamer- 
ica  Corp.,  which  made  the  $213  mil- 
lion acquisition  with  bank  financing 
guaranteed  by  PacTel.  In  return,  Pac- 
Tel got  an  option  to  buy  the  system 
for  an  undisclosed  fixed  price  if  Judge 
Greene  does  allow  phone  companies 
into  information  services. 


U-turns 


Company 

ATCa 

Cabievision  Systems 

Comcast 

Tele-Communications 

United  Artists  Ent 


a;  82%  .:<  "eci  bv  Time  Warner,    b:  Estirr 

Sourrcv   •  -  >  iny  repoi'.'i;  Kenneth  Goldman,  Hanifen,  Imhoff  Inc. 


Total 
subscribers 

1991 
cash  flowb 

Debt 

Shares 
outstanding 

Share  price- 
high              low 

recent 

Private 
mkt  value 

Price/ 
pvt  mkt 

(mil) 

($mil) 

($mil) 

(mil) 

(1989)         (10/90) 

(2/11/91) 

per  share 

value 

4.6 

$584 

$840 

109 

55'/4             24 

39'/4 

58 

68% 

1.6 

268 

2,100 

22 

47'/,               9'/8 

21'/8 

50 

42 

2.5 

310 

2,200 

113 

IS'/jC             1% 

15'/2 

24 

65 

8.5 

1,550 

9,300 

356 

2\%             m 

15y8 

25 

61 

2.7 

450 

2,800 

140 

22V>               y/ii 

13y4 

20 

69 

before  interest  and  after  adjusting  for  corporate  overliead.    c: 

Adjusted  for  3-2  split,    d:  November  1990. 

After  ..te^k^ng  in  1989,  cable  stocks  collapsed,  buffeted  by  fears  of  reregulatlon 
and  too  mf>,<Rth  debt.  SSnce  October  they  have  rebounded  sharply  as  the  threat  of 
reregulati«3)i  has  receded  and  interest  rates  have  fallen — and  perhaps  because 
the  market  lieiieves  Judge  Greene  will  allow  the  regional  Bell  telephone 
companies  to  invest  in  cable.  Yet  despite  the  rebound,  the  companies  trade  at 
big  discounts  to  latest  estimates  of  their  private  market  values. 
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PacTel  has  reason  to  think  the 
judge  will  be  obliged  to  open  the 
door,  or  at  least  a  window,  to  the  cable 
business.  Last  April  the  U.S.  Court  of 
Appeals  for  the  District  of  Columbia 
agreed  with  the  seven  Baby  Bells  that 
Greene  had  used  an  overly  restrictive 
standard  when  he  upheld  the  infor- 
mation services  ban  four  years  ago. 
The  appeals  court  instructed  Greene 
to  reconsider  the  issue  using  a  more 
lenient  standard.  Greene  is  expected 
to  issue  his  reconsidered  ruling  as 
early  as  this  spring. 

If  Greene  does  let  phone  companies 
move  into  cable,  look  for  cable  values 
to  rise  again.  Other  phone  compa- 
nies— notably  us  West,  BellSouth 
and  Southwestern  Bell,  which  have 
been  building  and  buying  cable  sys- 
tems in  Europe — have  been  pawing 
the  ground  at  home  and  may  begin 
bidding  for  U.S.  cable  companies. 

Whether  or  not  the  stock  market 
has  already  started  taking  this  possi- 
bility into  account,  cable  stocks  have 
rebounded  impressively  after  taking  a 
beating  last  year,  when  they  were 
threatened  with  rcrcgulation.  Cable- 
vision's  market  value  has  doubled 
since  October,  and  Tele-Communica- 
tions is  up  80%.  Even  so,  cable  stocks 
are  trading  well  below  their  peak 
prices  and  at  big  discounts  to  their 
private  market  values  (see  table) . 

In  the  third  quarter  of  last  year 
Fidelity  Investments'  various  fiinds 
upped  their  combined  stake  in  Tele- 
Communications  Inc.  to  8  million 
shares  from  3  million  shares.  Fideli- 
ty's broadcast  and  cable  analyst  Fer- 
gus Shiel  cites  fundamental  factors — 
increasing  penetration  and  rising  rev- 
enue-and-cash-flow-per-subscriber — 
for  his  bullish  stance.  But  he  adds  that 
a  favorable  ruling  from  Judge  Greene 
would  be  "a  kicker"  that  would  exert 
further  upward  pressure  on  the  cable 
companies'  private  and  public  market 
valuations. 

Will  Judge  Greene  open  up  cable  to 
the  Bell  companies?  PacTel  is  betting 
with  its  pocketbook  that  he  will.  But 
other  Baby  Bells  say  they  are  less 
certain.  A  us  West  spokesman  says  his 
company  has  no  plan  of  action  in 
place  for  a  lifting  of  the  information 
services  restriction.  "We've  speculat- 
ed on  what  the  judge  might  do  in  the 
past,"  he  explains,  "and  we  haven't 
been  right  yet."  ^ 

"    Forbes  "March  4,  1991 


Barcelona's  young  Javier  de  la  Rosa  made  his  fortune 
helping  the  Kuwaitis  invest  their  petrodollars.  Can  he  do 
as  well  now  that  he  is  branching  out  on  his  own? 

The  new  face 
of  Spain 

By  John  Marcom  Jr. 

Spain  was  destination  number  one  About  six  years  ago  de  la  Rosa,  now 
for  sax'vy  foreign  money  in  the  mid-  43,  teamed  up  with  the  Kuwait  In- 
Eighties.  The  countrv's  industrial  vestment  Office,  the  discreet  Lon- 
basc  doesn't  yet  have  much  to  show  don-based  agency  empowered  to  in- 
fer the  investment,  but  a  number  of  vest  much  of  the  Gulf  emirate's  oil 
individual  Spaniards  have  done  very  revenue.  The  Kuwaitis,  eager  to  pour 
nicely  indeed.  Probably  none  has  billions  of  dollars  into  Spain  but  sensi- 
fared  better  than  Javier  de  la  Rosa.  tive  to  public  opinion,  used  de  la  Rosa 


^tt 


Javier  de  la  Rosa 

Member  in  good  standing  of  Spain's  new  business  establishment  in  IMadrid. 
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as  their  front  man. 

Affable,  well-educated,  born  to  the 
ways  of  late  Spanish  lunches  and  even 
later  office  hours,  de  la  Rosa  took  to 
the  part.  Using  the  Kio's  money,  he 
snapped  up  prime  real  estate  and  old 
industrial  companies  in  fields  as  di- 
verse as  chemicals,  food-processing 
and  paper,  putting  the  companies  to- 
gether under  the  umbrella  of  Grupo 
Torras  S.A.  Torras,  de  la  Rosa  hopes, 
will  expand  in  the  rest  of  Europe,  "but 
to  be  strong  in  Europe,  we  must  first 
be  strong  in  Spain." 

Now  Grupo  Torras  is  one  of  the 
Kio's  largest  investments  (see  box,  be- 
low). According  to  de  la  Rosa,  Torras 
is  also  probably  Spain's  largest  indus- 
trial combine,  with  nearly  $7  billion 
in  group  revenues  and  $600  million  in 
cash  flow  in  1990.  He  estimates  that 
the  group's  value  is  at  least  $2  billion, 
and  maybe  a  good  bit  more.  At  $2 
billion,  the  investors  (Kio,  77%;  de  la 
Rosa  and  associates,  23%)  have  more 
than  tripled  their  money.  "I'm  just  a 
boy  scout,"  quips  de  la  Rosa,  who 
then  adds  that  he  is  personally  worth 
at  least  $200  million. 

Now  Javier  de  la  Rosa  is  starting  to 
cash  in  on  his  status  as  a  dcalmaker. 
His    80% -owned    private    holding 


company,  Quail  Espaha  Investments, 
has  channeled  some  of  the  profits 
from  Kuwaiti-related  dealings  into 
invcstrjients  such  as  an  amusement 
park  near  Barcelona,  a  small  advertis- 
ing agency  and  an  investment  fiind 
that  aims  to  acquire  stakes  in  under- 
capitalized familv  businesses  in  basic 
fields  like  textiles  and  foodstuffs. 

He's  also  a  leading  investor  in 
Spain's  version  of  media  mania,  with  a 
25%  stake  in  one  of  the  country's  first 
three  private  TV  networks.  Tele  5, 
created  last  year. 

De  la  Rosa  picks  good  partners.  In 
Tele  5  the  most  important  one  is 
Italian  broadcasting  magnate  Silvio 
Berlusconi,  whose  experience  has 
helped  get  the  channel  off  to  a  strong 
start.  Losses  have  been  surprisingly 
modest,  de  la  Rosa  says.  Adds  Enri- 
que Yarza,  a  media  expert  with  J. 
Walter  Thompson  in  Madrid:  "Tele  5 
has  developed  programming  with  a 
more  populist  touch." 

Equally  popular,  de  la  Rosa  hopes, 
will  be  a  resort  and  theme  park  long 
planned  by  Anheuser-Busch  Cos.  for 
the  Mediterranean  coast  near  Barcelo- 
na. Though  it's  just  what  Spain  needs 
to  compete  with  Euro- Disneyland, 
being  built  near  Paris,  this  park  has 


Business 
as  usual 
for  the  KIO 


For  a  while  last  year  it 
looked  as  though  Kuwait 
government  officials 
were  moving  to  reassert 
control  over  the  secretive 
and  largely  autonomous 
Kuwait  Investment  Of- 
fice. Then  came  war.  The 
KIO  nest  egg — variously 
estimated  to  be  anywhere 
between  $20  billion  and 
$100  billion— allowed  the 
Kuwaiti  government-in- 
exile  to  function  smoothly. 
In  turn,  Kuwait's  embas- 
sies have  helped  citizens 
caught  outside  the  coun- 
try meet  hving  expenses 
and  live  relatively  com- 
fortably throughout  the 
crisis. 

So  far,  Kuwait  has  sat 
securely  on  most  of  its  ma- 
jor holdings,  which  in- 
clude a  15%  stake  in  Ger- 


many's Daimler-Benz 
A.G.  (value,  nearly  $6  bil- 
lion); this  is  held  directly 
by  the  Kuwaiti  govern- 
ment. But  there's  con- 
tinuing speculation  that  the 
costs  of  the  war,  or  maybe 
the  politics  of  a  new  Ku- 
wait, may  force  the  KIO  to 
sell  off  some  of  its  portfolio 
investments. 

Representatives  of 
Spain's  Grupo  Torras  S.A. 
{see  story)  dismiss  the  idea. 
If  anything,  the  Kuwaitis 
may  use  their  knowledge 
of  the  capital  markets  to 
borrow  for  a  change. 
With  the  kio's 
record,  Kuwait  would 
seem  to  offer  banks  a  better 
risk  than  most  other  sov- 
ereign borrowers,  especial- 
ly once  Saddam  Hussein 
is  out  of  the  way.  -J.M.  ^M 


The  KIO,  guided 
by  de  la  Rosa, 
has  invested  In 
real  estate  in 
Spain.  Its  flag- 
ship project  is 
now  rising  in 
IHadrid. 


been  blocked  by  feuding  local  govern- 
ments. Busch  has  invested  $90  mil- 
lion to  date. 

The  logjam  appears  to  be  about  to 
break:  Busch,  which  had  planned  to 
build  the  project  on  its  own,  is  dis- 
cussing a  plan  to  contribute  the  site  in 
return  for  a  stake  in  the  park.  With  the 
political  clout  to  finesse  the  obstacles, 
de  la  Rosa  and  a  company  controlled 
by  his  Quail  group  plan  to  invest  up  to 
another  $130  million. 

De  la  Rosa  represents  a  new  breed 
of  Spanish  free-market  capitalist.  He 
and  his  ilk  are  already  proving  a  chal- 
lenge to  the  powerful  banks  and  fam- 
ilies that  ran  the  economy  while  it  was 
carefiilly  walled  off  from  the  rest  of 
the  world  under  Franco's  36-year  au- 
tarkic rule. 

"It  used  to  be  that  you  were  with 
the  establishment  or  you  were  out," 
says  Javier  de  la  Rosa.  He  has  already 
proved  that  in  rapidly  changing 
Spain,  one  can  be  out  of  the  establish- 
ment and  in  the  money,  simulta- 
neously— when  one  is  underwritten 
bv  Kuwait's  billions.  ^ 
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How  Rapiclly¥)uTra¥ 


The  English  enjoy  driving  rapidly, 
but  not  at  the  expense  of  traveling 
luxuriously.  This  is  precisely  why  we 
created  the  1991  Jaguar  Vanden  Plas. 
This  elegant  sedan  is  powered  by 
a  223-horsepower,  24-valve,  six- 
cylinder  engine,  mated  to  an  electroni- 
cally controlled  four-speed  automatic 
transmission.  Its  sophisticated  inde- 
pendent suspension  system,  four- 
wheel,  anti-lock  disc  brakes  and 
limited-slip  differential  make  travel- 
ing quickly  a  joy. 


Enter  the  Vanden  Plas  cabin  and 
you  will  find  mirror-matched  burl 
walnut  on  doors,  console,  fascia  and 
the  fold-down  rear  picnic  tables. 
Leather  covered  seating  is  accented 
with  color-coordinated  piping. 

To  this  delightful  environment. 
Jaguar  adds  a  wealth  of  modem  con- 
veniences, such  as  computerized  cli- 
mate control,  an  80- watt,  six-speaker 
sound  system  and  eight-way,  power 
adjustable  front  seats  that  heat  electri- 
cally. Rear-seat  passengers  enjoy  read- 


ing lamps,  individual  headrests  and 
retractable  rear- window  sunscreens. 

We  invite  you  to  test  drive  the 
1991  Jaguar  Vanden  Plas.  We  think 
you  will  find  the  combination  of  rapid 
travel  and  unhurried  luxury  an  exceed- 
ingly delightfial  experience.  For  the 
name  of  your  nearest  dealer,  call 
1-800-4-JAGUAR. 


JAGUAR 


BLENDING 
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Imagine  performing  250  million 
calculations  per  second. 
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In  computers,  smaller  means  faster. 


Nestled  amid  a  peaceful,  wooded  area  outside 
Tokyo,  scientists  at  the  Hitachi  Central  Research 
laboratory  venture  into  unexplored  regions  of  tech- 
nology on  a  daily  basis. 

It  was  here  they  made  a  historic  break- 
through: A  superconductive,  microcomputer  chip 
so  advanced,  it's  decades  ahead  of  the  computers 
that  will  eventually  use  it. 

This  chip  contains  22,000  Josephsonjunctions. 
These  permit  processing  speeds  that  will  make 


today's  fastest  computers  seem  as  slow  as  abaci  Tefe 
in  comparison. 

Hitachi  is  proud  of  our  efforts  here.  While 
many  dropped  from  the  race  to  master  this  coii|troii 
plex  technology,  we  forged  ahead. 

This  is  another  example  of  what  happens  wjrse 
you  allow  people  to  unleash  their  imaginations  * 
Which  is  precisely  what  we  do.  As  a  US$45  bil 
international  corporationf  our  imagination  runs 
in  numerous  fields.  |y,H 


©lyyi  Hitachi,  Lid  Tokyo,  Japan  All  righls  reserved 
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Imagine  an  elevator  that  rtins  as 
fast  as  a  world-class  sprint|er 


#. 
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ciltelecommunications.  Medical  equipment.  Sci- 
b.  Automotive  components.  Our  20,000  prod- 
.   include  everything  from  washing  machines  to 
)ii!3-on  microscopes. 

We're  even  into  elevators.  Not  ordinary  lifts  of 
ffrse.  Our  inverter-controlled  elevators  travel  at 
J  0  feet  per  minute.  That's  more  than  five  times  fast- 
I  Ian  most.  We've  developed  1,800-feet-per-minute 
slators,  too.  So  if  you're  headed  up  in  your  com- 
.  y,  Hitachi  may  soon  help  you  get  there  in  a  hurry. 


In  business,  the  battle  goes  to  the  swift. 

\ 


Perhaps  more  importantly,  these  computerized 
elevators  know  at  what  times  traffic  is  heavy.  On 
every  floor 

So  they  anticipate  where  you  want  to  be.  Before 
you  reach  the  elevator  doors. 

Imagine  that. 

*US$44,797  million;  net  sales  for  the  year  ending  March  31, 1990.  US$1=¥158. 
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War  kills  people  but  not  the  human  spirit.  Witness  the 
zeal  with  which  the  Lebanese  are  putting  their  country 
back  together  after  more  than  a  decade  of  civil  war. 

Rebuild,  rebuild 


By  Roula  Khalaf 

Strolling  down  Beirut's  Rue  des 
Banqucs,  in  the  rubble-strewn  down- 
town historic  business  district,  a  visi- 
tor notices  two  men  painting  the 
doors  of  the  Beirut  Riyadh  Bank.  The 
foreman  explains  that  the  bank  is 
planning  to  reopen  its  sturdy,  marble- 
floored  head  office,  shuttered  the  past 
seven  years.  "It's  not  perfectly  safe," 
the  foreman  admits.  "But  the  bank  is 
opening  up  anyway  to  cheer  up  the 
people  and  celebrate  the  new  peace." 

The  "new  peace"  is  shaky,  the  new 
government  pro-Syrian  and  still  op- 
posed by  many  of  the  nation's  Chris- 
tian minority.  But  even  a  whiff  of 
normality  has  been  enough  to  get  this 
nation  of  business  people  back  to 
doing  business  again.  The  country's 
commercial  sap  is  rising.  The  shell- 
pocked  road  leading  to  the  Beirut 
airport  is  now  blooming  with  new 
billboards  advertising  French  per- 
fumes, designer  clothing  and  other 
luxury  items. 

In  the  once  fashionable  Hamra  dis- 
trict in  mostly  Muslim  West  Beirut, 
Christians  this  Christmas  put  up  fes- 
tively lit  Christmas  trees.  This  in  an 
area  where  Christmas  hasn't  been  cel- 
ebrated in  years.  The  Santas  and  spar- 
kling lights  contrasted  vividly  with 
the  sordid  graffiti  and  the  yellowed 
pictures  of  a  frowning  Khomeini  that 
still  adorn  many  of  Hamra's  doors  and 
shop  windows. 

Confined  to  their  little  neighbor- 
hoods for  years,  Beirut  residents  now 
dare  to  \  enmre  out  and  rediscover  the 
countryside.  They  visit  Baalbek,  the 
site  of  the  Roman  Temple  of  Jupiter; 
ski  down  the  slopes  of  the  Cedar 
mountains;  and  take  lunch  in  Zahle, 
overlooking  die  verdant  Bekaa  Val- 
ley. At  $350  per  couple,  people 
turned  out  to  dine  and  dance  on  New 
Year's  Eve  up  at  Mir  Ainin,  a  fancy 
restaurant  in  the  mostly  Druzc  Shouf 


moun  tarns. 

The  relative  calm  that  has  descend- 
ed upon  the  country  since  this  past  fall 
is  the  product  of  the  Oct.  24,  1989 
Taif  agreement  enforced  by  Syria  and 
its  mostly  Muslim  Lebanese  allies. 
Meeting  in  Taif,  Saudi  Arabia,  Leba- 
nese Christian  delegates  agreed  to 
give  a  greater  share  of  power  to  the 
country's  majority  Muslims.  This 
ended  a  generations-old  tradition  of 
Christian  dominance  and  recognized 
the  fact  that  the  Muslim  population 
has  grown  much  faster  than  the  Chris- 


Lebanese  stroll  near 
the  sea  (above) 
whiile  Syrian  soldiers 
stand  guard  outside 
the  Saint  George 
Hotel  during  a  fash- 
ion show  (left) 
The  new  peace 
is  fragile, 
but  any  sign  of 
stability 
brings  out  hope. 


tian.  Interpreting  the  pact  as  tanta- 
mount to  a  Syrian  occupation,  army 
general  Michel  Aoun  rallied  behind 
him  thousands  of  Christian  Lebanese 
and  refused  to  recognize  the  new 
Lebanese  government.  Heavily 
armed  Syrian  and  Lebanese  forces 
routed  Aoun's  troops  last  fall  and 
forced  the  general  to  take  refuge  in  the 
French  embassy. 

Brutal,  perhaps,  but  almost  certain- 
ly it  was  acquiesced  to  by  both  Wash- 
ington and  Tel  Aviv.  By  giving  Syria's 
Hafez  al-Assad  a  free  hand  in  Leba- 
non, Washington  probably  bought 
his  support  for  the  anti-Saddam  Hus- 


sein alliance. 

It  was  scarcely  an  ideal  solution,  but 
the  Lebanese  people  are  making  the 
most  of  it.  Led  by  President  Elias 
Hrawi,  the  government  quickly  did 
away  with  the  so-called  "green  line" 
that  had  divided  Beirut  into  the  Mus- 
lim West  and  Christian  East.  Neigh- 
borhood militias  were  ordered  to 
move  their  heavy  arms  and  equipment 
out  of  greater  Beirut  and  to  the  sur- 
rounding areas,  as  a  first  step  in  the 
agreed-to  breakup  of  their  gang-like 
organizations. 

Meanwhile,  Lebanon's  resilient  cit- 
izens are  hastening  to  get  back  to  what 
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The  Lebanese  wait- 
ed over  15  years 
for  dismantling  of 
the  "green  line"— a 
kind  of  Berlin  Wall 
that  divided  Beirut 
into  Christian  and 
Muslim  sides 
As  the  barrier 
came  down  last 
fall,  cars  lined 
up  to  visit  for- 
gotten parts  of 
Beirut.  Families 
who  had  lived 
near  the  "green 
line"  returned 
and  have  begun 
to  rebuild  their 
ravaged  homes. 


they  do  best:  business.  Mohammad 
Jamal,  57,  is  a  Lebanese  businessman 
who  left  Lebanon  for  Washington  in 
1983  and  has  just  returned.  "All  we 
need  is  an  end  to  the  fighting,"  says 
Jamal.  "That  decision  was  taken  in 
Taif,  and  that  day  we  decided  to  move 
back."  Jamal  is  now  building  a  con- 
struction consortium.  He  is  bringing 
together  professional  builders,  civil 
engineers,  architects  and  building  ma- 
terial factory  owners  to  cash  in  on 
what  he  believes  will  be  a  reconstruc- 
tion boom. 

There  is  much  to  be  done.  The 
country's  infrastructure  and  basic  ser- 
vices have  collapsed.  The  govern- 
ment-owned electric  utility,  for  exam- 
ple, provides  a  meager  three  hours  of 
electricity  a  day.  Manv  homes  receive 
no  water  at  all  from  the  public  water 
utilities.  And  the  telephone  lines  are 
a  joke. 

But,  for  the  right  price,  everything 
is  available  in  Lebanon.  Entrepre- 
neurs have  used  satellites  to  link  them- 
selves into  a  cellular  telephone  system 
in  Cyprus;  this  enables  them  to  sell 
telephone  and  facsimile  services  to 
individuals  as  well  as  companies,  at 
attractive  markups.  They  charge  $5  a 
minute  for  a  call  to  the  U.S.,  for 
example,  versus  $2.15  a  minute  if 


vou're  calling  Beirut  from  the  U.S. 
Some  gas  stations  and  supermarkets 
have  extended  their  product  lines  to 
include  services  like  electricit\',  telex 
and  fax  lines. 

"When  public  institutions  were 
down,"  savs  Edmond  Naim,  former 
governor  of  the  Banque  du  Liban,  the 
central  bank,  "private  institutions 
were  still  working,  and  that  is  why 
Lebanon  has  surxived." 

Do  vou  need  water?  Call  42-vear- 
old  entrepreneur  Hasan  Mikdad,  who 
grows  vegetables  in  his  nurser\'.  Mik- 
dad was  an  employee  in  Lebanon's 
customs  service  making  67,000  Leba- 
nese pounds  ($64)  a  month  in  1989, 
and  couldn't  make  ends  meet  even 
with  both  his  job  and  his  vegetable 
business.  Shrewd  trader  that  he  is, 
Mikdad  soon  realized  that  in  war-torn 
Beirut  the  water  he  used  from  his  well 
to  water  his  vegetables  was  worth 
more  as  water  than  as  vegetables.  He 
went  into  the  water  business. 

Mikdad  and  his  brother  convinced 
investors  to  put  up  $6,400  to  pur- 
chase a  powerful  generator  to  increase 
the  well's  efficiency.  Mikdad's  ten  cus- 
tomers drive  to  his  nursery  several 
times  a  day  to  refill  their  metal  con- 
tainers, which  are  installed  on  trucks. 
Mikdad  nets  about  $10  a  dav.  His 


monthly  income,  $300,  is  about  six 
times  the  minimum  monthly  wage  in 
Lebanon. 

Need  electricity'?  Nidal  Abdel 
Ahad,  24,  and  her  husband,  Abu  Ji- 
had, 30,  live  in  Beirut's  central  Hamra 
district.  They  started  a  money  ex- 
change business  in  the  mid-Eighties, 
when  the  Lebanese  pound  collapsed 
and  the  countn'  began  to  do  business 
in  dollars.  When  the  money-changing 
competition  got  too  tough,  they  be- 
gan growing  tomatoes  on  land  they 
owned  in  the  Bekaa  Valley  but  found 
plentv  of  ct)mpetition  i'rom  Syrian 
farmers. 

Last  year  the  Abdel  Aliads,  with 
backing  from  a  pro-Syrian  militia  that 
dominated  their  neighborhood,  went 
into  the  electricity  business.  They 
bought  an  $80,000  generator  and  ran 
some  500  lines  to  homes  around  the 
area,  charging  $65  a  month  for  13 
hours  of  electric  power  a  dav.  The 
Abdel  Ahads'  office  is  a  mobile  home 
on  the  grounds  of  a  gas  station.  "We 
provide  the  station  with  electricity," 
explains  Nidal  Abdel  Ahad,  "and  they 
allow  us  to  use  the  space  for  free." 

Well  aware  that  the  Lebanese  civil 
war  has  been  declared  over  at  least 
twice  since  its  outbreak  in  1975,  the 
Lebanese    are    taking    nothing    for 
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These  are  smart  parts— sensors 
that  know  electronically  which  way  Is 
up— or  down— or  too  close  for  comfort. 
All  without  direct  contact. 

Eaton  makes  a  broad  range 
of  sensors  (fiber  optic,  mechanical, 
photoelectric,  pressure,  proximity, 
temperature,  tof que  and  load).  Their 
purpose  is  to  help  keep  your  machines, 
processes  and  systerps  under  control. 

At  Eaton,  we're^part  of  your  team. 
Solving  today's  problems.  Anticipating 
tomorrow's  needs. 

We  do  more  than  make  parts. 

We  manufacture  solutions. 
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Beirut 


Entrepreneur  Hasan  Mikdad 
You  need  water? 


granted.  The  pro-Syrian  government 
may  not  hold.  The  Christian  Leba- 
nese Forces  militia  and  the  Phalange, 
the  main  Christian  political  part\', 
have  yet  to  agree  to  join  the  govern- 
ment. And  the  Druze  leader,  Walid 
Jumblatt,  resigned  from  his  govern- 
ment post  in  January'.  Meanwhile,  in 
the  south  of  the  country,  Israelis  and 
the  Palestine  Liberation  Organiza- 
tion still  fight. 

But  the  commercial  resurgence  cur- 
rently under  way  is  a  sample  of  what 
can  happen  in  this  country — once 
known  as  the  Switzerland  of  the  Mid- 
dle East — if  law  and  order  can  be 
firmly  reestablished.  Layla  Hashem, 
59,  owns  a  men's  shoe  factory.  Ha- 
shem saw  her  lavish  mansion  turned 
into  rubble  in  the  early  vears  of  the 
war  but  decided  in  1989  that  it  was 
time  to  own  property  again.  She 
bought  an  apartment  in  Baabda,  on 
the  outskirts  of  Beirut,  and  built  a 
small  summer  villa  in  the  mountains 
overlooking  the  city.  She  had  just 
moved  into  the  renovated  apartment 
when  Syrian  and  Lebanese  army 
forces  dislodged  General  Aoun  from 
his  nearby  bunker.  The  next  morning 
Hashcni  uiiscovcrcd  that  one  shell  had 
ripped  through  her  balcony,  spread- 
ing broken  crystal  and  china  across 
her  dming  room.  Later  that  same  day 
she  received  word  that  her  summer 
house  had  been  h' '  bv  nine  bombs  and 
demolished. 

What  will  Ha>hcin  do  now?  "Re- 
build, of  course,"  she  replies.  WM 


By  the  late  1970s,  Adolph  Coors  Co.  was  running  out  of 
steam.  Young  Peter  Coors  has  revitalized  it  so  much  that 
he  now  has  Miller  in  his  sights. 

Shirtsleeves 
to  shirtsleeves 


By  Claire  Poole 

Sixteen  years  ago,  when  he  was  29, 
Peter  Coors  cast  the  first  dissenting 
board  vote  in  the  historx'  of  Adolph 
Coors  Co.,  the  Golden,  Colo. -based 
brewer\'  started  bv  his  great-grandfa- 
ther in  1873.  The  issue?  Whether  to 
keep  a  hard-to-open  press  tab  on  its 
beer  cans.  "We  were  so  arrogant 
then,"  Coors  later  recalled.  "We 
thought  people  would  buv  Coors  if 
thev  had  to  open  it  with  their  teeth." 

Peter  Coors,  now  44  and  head  of 
the  company's  brewing  unit,  has  been 
tackling  much  bigger  issues  since  that 
meeting.  He  has  relcntlesslv  expand- 
ed the  business  by  listening  to  the 
market.  The  results  speak  for  them- 
selves. Last  year  Coors  shoved  aside 
Stroh  Brewing  Co.  to  become  the 
country's  third-largest  brewer,  with 
an  estimated  9.9%  market  share.  An- 
heuscr-Busch's  share  is  43.7%;  Philip 
Morris'  Miller  Brewing  has  22.7%. 

In  a  mature  industry',  Adolph 
Coors  Co.'s  sales  have  more  than  dou- 
bled over  the  last  ten  vears,  to  an 
estimated  $1.9  billion  last  year.  Net 
margins  have  improved  of  late,  to  an 
estimated  3.1%.  Anheuser-Busch 
nets  around  8%  on  sales. 

Now  Peter  Coors  intends  to  go 
after  the  big  boys.  Coors  is  currentlv 
testing  an  estimated  $5  million,  16- 
cit\'  advertising  campaign  that  pits 
Coors  Extra  Gold  against  number- 
one-selling  Budweiser,  whose  market 
share  has  started  to  slip.  In  three  new 
30-sccondTV  spots,  Coors  claims  that 
58%  of  Bud  drinkers  prefer  Coors 
Extra  Gold — the  most  direct  compar- 
ative advertising  the  beer  industry  has 
seen  in  years.  If  the  campaign  tests 
well,  a  national  rollout  is  expected  this 
summer,  the  industry's  prime  selling 


season. 

Peter  Coors  also  plans  to  introduce 
as  manv  as  four  new  brands  this 
\'ear — brands  that  he  savs  will  create 
new  segments  in  the  beer  industry. 
He  will  do  so  with  confidence  born  of 
past  success.  In  1978,  after  the  family 
had  vowed  never  to  brew  anything 
but  the  Coors  flagship,  the  young 
scion  convinced  the  board  to  get  a 
light  beer  out  on  the  market.  Coors 
Light  turned  out  to  be  a  huge  hit, 
especiallv  with  women.  The  so-called 
Silver  Bullet  went  on  to  displace  Bud 
Light  as  the  third-bestselling  beer  in 
the  countrv'  last  vear,  with  an  estimat- 
ed 6.1%  market  share,  and  is  inching 
closer  to  Miller  Lite,  with  10.6%. 

In  September  1989  he  repeated  the 
trick  with  the  launch  of  Keystone  and 
Keystone  Light,  a  lower- priced  brand 
that  competes  with  Anheuser-Busch's 
Busch,  Stroh's  Old  Milwaukee  and 
Miller's  Milwaukee's  Best.  Under  the 
banner  "Introducing   Bottled   Beer 


Coors  Light 
Success  with  the 
Silver  Bullet. 
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A  promise  to  keep  a  disamin^  injury  rrom  hurting  tnem  in  tne  pocketoook. 


A  promise  to  make  sometnin^  like  braces  ror  tne  kias  little  more  tnan  paperwork. 


A  promise  to  make  all  tne  nours  they  put  in  now,  pay  oir  later. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  hrokcn.  At  MassMutual 
we  believe  in  keeping  our  promfses.  That  way  all  the  tamiiies  and  husinesses  that  rely  on  us  can  keep  theirs. 


©  1990  Massachusells  Mulual  Lite  Insurance  Co    Spdnglield  MA  01111 


MassMutual' 

We  help  you  keep  your  promises. 
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1 1991  IBM  Corporation. 


iear  I  know  Sportswear  I  know 
k)ftware?  Gimme  a  breal^r 


"In  a  few  short  years  I  grew  from  an  extra  small  to  a 
medium — if  you'll  pardon  the  pun. 

"Along  the  way,  what  I  learned  about  styles,  trends  and 
the  retail  business  could  easily  fill  five  stores.  And  did. 

"  Pretty  soon  I  needed  help — you  know,  the  hardware 
and  software  kind.  Scary  stuff.  I  remember  thinking,  'Who's 
gonna  know  computers  and  cashmere?'" 

The  Solution.  IBM  understands  the  needs  of  small- 
to  medium-size  businesses  as  well  as  extra  large  ones. 
Enough,  in  fact,  to  offer  120  different  free  Business  Seminars 
on  topics  from  Pharmacies  to  Real  Estate,  from  Restaurants 
to  Banking. 

Each  one  tailored  to  address  specific  challenges  with 
specific  hardware  and  software  solutions.  And  each  one  con- 
ducted by  experts  who  enlighten  with  plain  English  and 
often  with  hands-on  demonstrations. 

lb  learn  how  to  attend  a  free  business  application 
seminar  in  your  area,  call  us  — -■  j;;:;^  ■—    —  (r, 

at  1-800-IBM-6676,  ext.  983.  We'll  =    Ezf  ==f= 

help  you  find  one  that  fits  beautifully.         ■~'  *"  *"  zE  T  s: 
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Coors 


Peter  Coors,  head 
of  Coors  Brewing 
"My  goal  for  the 
1980s  was  to  be 
number  three 
and  growing.  My 
goal  for  the 
1990s  is  to  be 
number  two  and 
growing." 


Taste  in  a  Can,"  Keystone  sold  2.3 
million  barrels  in  its  first  year,  propel- 
ling the  brand  into  the  top  20  and 
beating  Miller  Genuine  Draft's  record 
of  2.2  million  barrels  in  its  initial  year. 

Until  the  late  1970s  Coors  sold 
itself  basically  by  word  of  mouth.  As 
Peter  Coors'  uncle,  William  Coors, 
once  bragged  to  a  group  of  securities 
analysts  after  the  company  went  pub- 
lic in  1975:  "We  don't  need  market- 
ing. Wc  know  we  make  the  best  beer 
in  the  world." 

The  facts  were  grimmer.  While  still 
in  the  top  five,  Coors'  sales  were 
softening.  Peter  Coors,  who  had 
earned  an  engineering  degree  from 
Cornell  aiid  a  master's  degree  in  busi- 
ness from  the  University  of  Denver, 
argued  that  the  company  !iad  to  start 
spending  big  money  on  marketing  to 
keep  from  being  shut  out  by  An- 
heuser-Busch and  Miller.  The  board 
came  around,  more  than  doubling 
advertising  spending  from  $15.5  mil- 
lion in  1977to  $33.5  million  in  1978. 
Today  Coors  spends  over  $250  mil- 


lion a  year  on  marketing. 

Outspoken  conservatives,  the 
Coors  were  favorite  targets  of  trendy 
liberals  and  organized  labor.  The  lat- 
ter struck  at  the  company  in  1977  by 
launching  a  national  boycott  of  the 
beer.  The  boycott,  never  particularly 
effective  but  bad  public  relations 
nonetheless,  dragged  on  for  ten  vears. 
Finally,  in  1987,  Peter  Coors  person- 
ally negotiated  a  settlement  with  the 
AFL-CIO  in  which  Coors  agreed  not  to 
interfere  with  a  union  organizing 
drive  so  long  as  the  union  didn't 
criticize  Coors  management. 

Sales  had  been  growing  all  along, 
propped  up  by  Coors'  eastward  ex- 
pansion. But  once  the  boycott  ended, 
and  with  the  addition  of  markets  like 
New  York  and  New  Jersey,  Coors' 
sales  exploded.  With  the  brewery  op- 
erating at  close  to  its  20-million-bar- 
rel-a-year  capacity,  Coors  last  March 
announced  a  shelf  offering  of  up  to 
$300  million  in  senior  unsecured 
debt — the  first  in  its  1 1 7-vear  history. 
The  funds  were  earmarked  for  acqui- 


sitions and  to  build  an  aluminum 
rolling  mill  in  San  Antonio. 

Money  at  hand,  Peter  Coors  made 
his  first  big  move.  After  backing  away 
from  his  $425  million  bid  in  late  1989 
for  Stroh,  which  was  worse  off  than 
expected,  he  agreed  to  buy  Stroh's 
Memphis  brewery  last  July  for  an 
estimated  $50  million.  The  brewery 
will  reopen  this  April  as  a  packaging 
and  distribution  facility,  but,  once 
retrofitted,  could  add  3  million  bar- 
rels to  Coors'  capacity  later  on. 

Named  head  of  the  brewery  in 
1985,  Peter  Coors  is  not  the  only 
member  of  his  Coors  generation  to 
work  at  the  company.  (The  family's 
50%  stake  is  worth  over  $400  mil- 
lion.) But  he  is  the  odds-on  favorite  to 
succeed  his  74-year-old  uncle  as  chair- 
man of  Adolph  Coors  Co.  "My  goal 
for  the  1980s  was  to  be  number  three 
and  growing,"  he  says.  "My  goal  for 
the  1990s  is  to  be  number  two  and 
growing." 

Did  you  hear  that.  Miller  Brewing 
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'Gtualitymeans  I  can^o  hokie  an 
feel  good  about  what|I' ve  mner 

John  Jordan,  Wilder,  Fort|imploye|for  21  ye^ 


Profile  in  Quality 
#28:  Commitment 

John  Jordan 
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sipot  welds  are  « 

Issenfial  when 
building  a  quality  car. 
John  is  one  of      ^ 
over  366,000  Ford  ^    • 

people  worldwide 
/who  are  committal  ~ 
to  making  quality      ^  "" 
Jobl. 

Our  goal  is  to  build     , 
the  highest  quality 

cars  and  trucks^ -^ 

in  the  world.   (^^^ 

Ford,  Mercury,  Lincoln,  Ford  Trucks.         ' 


Buckle  up^HRIfer  we  an  save  lives. 


The  theory  of  a  just  war  is  deeply 

rooted  in  the  philosophy  of  the 

Middle  East  as  well  as  in  that  of  the  West. 

Of  war 
and  justice 


BY  MICHAEL  NOVAK 


Philosopher,  journalist  and  ex-U.S, 
ambassador  Michael  Noval<  directs  social 
and  political  studies  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
translated  around  the  world. 


A  PRAGMATIC  MAN,  not  usually  given 
to  moral  language,  President  Bush 
has  recently  emphasized  "just  war 
doctrine":  "Our  cause  is  just.  Our 
cause  is  moral.  Our  cause  is  right." 

This  "doctrine"  may  mystify  mod- 
erns who  recognize  "the  Brezhnev 
doctrine"  and  "the  Reagan  doctrine" 
but  know  little  philosophy.  Theories 
about  just  war  are  new  to  neither  the 
Mediterranean  nor  the  Middle  East, 
where  from  ancient  times  cities  were 
walled  and  even  tiny  villages  were 
built  on  fortified  hilltops.  War  was  a 
way  of  life.  From  early  times  reflective 
men  found  many  wars  unjust. 

"No  war  can  be  justly  waged,"  the 
Roman  Senator  Cicero  wrote  some 
50  years  before  the  birth  of  Christ, 
"except  for  the  purpose  of  redressing 
an  injury  or  driving  out  an  invader." 

Similarly,  the  Muslim  political 
philosopher  al-Farabi  (ad.  870-950) 
was  extremely  reluctant  to  call  any 
war  just,  even  a  jihad  or  holy  war. 
He  specifically  castigated  those  wars 
of  aggression  carried  out  solely  for 
the  pride  of  the  ruler.  Jewish  schol- 


ars like  Maimonides  (A.D  1135- 
1204)  and  Christians  like  St.  Augus- 
tine (354-430)  added  to  the  com- 
mon wisdom,  which  recei\'ed  its 
classic  form  in  the  13th  centur}', 
when  the  German  emperor  was  in 
Italv  waging  war  upon  the  pope,  and 
rival  princes  were  making  war  on 
one  another.  Churchmen  and  law- 
vers  at  the  courts  were  being  ques- 
tioned bv  people  of  conscience  about 
what  thev  ought  to  do — in  whose 
cause  was  it  lawful  to  serve.'' 

St.  Thomas  Aquinas  was  at  the  ver\' 
epicenter  of  these  quarrels  in  Naples, 
when  he  was  writing  the  Summa 
Theolojfica  in  1 272;  he  placed  his  ques- 
tions about  war  in  his  section  on  sins 
against  love,  and  worded  the  first 
question  ver}'  careflilly:  "Is  it  always  a 
sin  to  wage  war?"  His  reply  was  that 
to  secure  justice  some  wars  must  be 
fought,  but  three  commonsense  con- 
ditions must  be  met: 

•  Private  citizens  cannot  take  war- 
making  into  their  own  hands.  The 
authority  of  the  sovereign  is  required. 

•  The  cause  must  be  just.  It  is  so  when 
(in  a  phrase  applicable  to  Iraq  today) 
one  "avenges  wrongs,  when  a  nation 
or  state  has  to  be  punished  for  refus- 
ing to  make  amends  for  the  wrongs 
inflicted  by  its  subjects,  or  to  restore 
what  it  has  seized  unjustly." 

•  The  belligerents  must  proceed  with 
rightflil  intentions.  "The  passion  for 
inflicting  harm,  the  cruel  thirst  for 
vengeance,  an  unpacific  and  relentless 
spirit,  the  fever  of  revolt,  the  lust  of 
power,  and  such  like  things,  all  these 
arc  rightly  condemned  in  war."  Later 
writers  derived  from  this  third  condi- 
tion three  more:  last  resort,  probabili- 
ty of  success,  proportionalit}'. 

"Last  resort"  does  not  justify'  end- 
less delay,  which  itself  can  be  blame- 


worthy; only  a  reasonable  judgment 
that  fijrther  efforts  would  be  fruitless. 

"Probabilit)'  of  success"  makes 
great  sense:  To  wage  war  when  suc- 
cess is  unlikely  may  compound  exist- 
ing evils. 

"Proportionality"  refers  to  two 
things:  The  good  to  be  achieved  must 
outweigh  the  harm  caused;  and  the 
way  in  which  the  war  is  fought  must 
also  be  just;  e.g.,  the  direct  targeting 
of  civilians  would  be  morally  wrong. 

Over  the  centuries,  the  recurrent 
hard  questions  about  war  came  to  be 
listed  in  handv  practical  form  called 
"just  war  doctrine."  This  checklist  is 
not  a  straitjacket.  It  is  intended  to^ 
prompt  further  questions,  leading  to  a 
morally  defensible  decision. 

Each  question  must  be  met  with 
prudent  judgment,  not  mathematical 
certaint)'.  Advisers,  like  lawyers, 
disagree  endlessly;  in  the  end  one 
authority'  must  decide. 

Thus,  using  the  same  theory,  many 
church  people  have  reached  a  differ- 
ent conclusion  from  President  Bush's. 
Such  disagreement  is  normal.  The 
assessment  of  each  criterion  is  com- 
plex, and  the  weight  to  be  assigned 
each  may  vary  (for  good  reasons) 
from  case  to  case. 

In  judging  whether  further  peace 
efforts  should  have  been  attempted, 
for  example,  some  of  the  President's 
critics  forgot  the  continuing  rape  of 
Kuwait.  Some  forgot  the  hardships 
of  soldiers  in  the  desert,  the  restless 
coalition  and  the  added  time  given 
Saddam  Hussein  to  harden  his  de- 
fenses. Some  too  naively  judged  Sad- 
dam as  a  man  to  be  negotiated  with. 
Some  forgot  that  his  crimes  against 
humanity  had  already  gone  too  long 
unchecked.  In  brief,  the  consider- 
ations weighing  upon  the  President 
as  leader  of  the  great  coalition  were 
more  complex  than  most  of  his  crit- 
ics noted,  and  the  need  for  action 
more  pressing. 

President  Bush  was  wise  to  rest  his 
powerfial  case  on  just  war  theory, 
because  no  other  theory  is  as  uscfial  in 
getting  the  relevant  questions  on  the 
table.  However  histor\'  assesses  the 
President's  moral  reasoning,  you  can 
be  sure  that  one  or  another  of  the 
conditions  of  just  war  analysis  will  be 
cited  in  the  assessment.  And  not  only 
in  Western  assessments:  Just  war  is 
also  a  Muslim  theory.  §■ 
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ENVELOPES 


NON-PRESORT 
DISCOUNTS 


AUTOMATED 
MAIL 


These  days,  with  new  postal  rates  and 

more  complex  mailing  options,  most  businesses  could 

find  themselves  in  the  dark.  That's  why  Pitney  Bowes, 

with  over  70  years  of  experience  in  developing  mail 

systems  and  solutions,  is 

committed  to  not  only  guide  you  through  all  the  changes, 

but  also  to  show  you  how  to  gain  substantial 

savings. 


No  matter  what  .,...__..___ 

size  your  business,  large  or  small,  we  can  show  '^^ 

you  how  to  make  your  mail  more  deliverable  and  help 
you  meet  all  the  technological 
challenges  coming  your  way.  To  filid  out  howPrtney 
Bowes  can  help  your  business  make  the  transition 
through  the  new  postal  rates  and  changes, 
caW  1-800-MR-BOWES.  Exi  3031     - 


Get  Smarter.  Get  Tougher.  Get  Better.  Get  Pitney  Bowes.  |§  Pitney  Bowes 


^mamt 


Giant  Korean  conglomerates  are 
bulling  their  way  into  the  world 
petrochemical  industry.  Bad  news  for  one 
ofthe  brightest  spots  in 
the  U.S.  export  picture. 

Steamroller 


By  Andrew  Tanzer 

On  a  ledger  swimming  in  red  ink, 
the  chemicals  industry  has  produced 
solid  black  ink  figures  for  the  U.S. 
balance  of  trade:  last  vear  a  $  1 6  billion 
surplus,  with  Asia  the  biggest  market, 
especially  for  basic  petrochemicals 
such  as  low-density  polyethylene,  eth- 
ylene glycol,  srv'rene  monomer  and 
vinyl  chloride  monomer.  The  result 
was  a  lot  of  two-way  trade.  Out  from 
the  U.S.  went  plastic  resins;  back 
came  toys,  TVs  and  textiles  made  from 
the  resins. 

This  picture  is  set  to  change  dra- 
matically over  the  next  few  years. 


Rapidly  industrializing  Southeast 
Asian  countries  such  as  Thailand,  Ma- 
laysia and  Indonesia  are  building  their 
first  and  second  petrochemical  com- 
plexes. These  countries  will  use  do- 
mestic supplies  of  oil  and  natural  gas 
as  feedstock.  Thev  will  cut  into  one  of 
the  U.S.'  best  export  markets. 

Especiallv  Korea.  "Korea  is  going 
crazy,"  says  Jerry  Loupee,  managing 
directorof  Himont  Asia  Pacific,  a  unit 
ofthe  big  Italian  petrochemicals  firm. 
"If  they  build  all  the  plants  they're 
talking  about,  theyVe  going  to  be  the 
scourge  of  the  region."  Snaps  Hiro- 
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South  Korea  doubled  its  capacity  to 
make  ethylene  feedstock  in  1989-90, 
and  now  plans  to  add  more  crackers. 
Asia  braces  for  a  flood  of  cheap 
exports. 


yoshi  Kamata,  director  of  corporate 
planning  at  Japan's  Idemitsu  Petro- 
chemical Co.:  "Korea  is  being  very 
unwise.  Nobody  understands  why 
they're  doing  this." 
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There  are  people  in  the  world 

for  whom  onl\  a  place 

LIKE  Fisher  Island  will  do. 


rants,  formal  and  informal  clubs, 
a  dinner  theater  and  a  mile  of  glo- 
rious Atlantic  beach  -  all  minutes 
by  private  ferry  from  cosmopolitan 
Miami. 

Fisher  Island,  Department  C 
Fisher  Island,  Florida  33109 
(305)  535-6071/(800)  624-3251 


Once  the  splendid  winter  estate  of 
the  Vanderbiks,  Fisher  Island  has 
become  one  of  the  world's  most 
desirable  communities.  With  spec- 
tacular oceanfront  residences 
priced  from  $500,000  to  $7  million. 

Fisher  Island  offers  champion- 
ship seaside  golf,  tennis  on  clay  and 
grass  courts,  dcepwatc:  marinas  for 
yachts  to  200'  an  international  spa, 
seven  gourmet  and  casual  restau- 


This  project  is  registered  with  the  New  Jersey  Real  Estate  ( :onimission.  NJREC  90/4-711  to  712.  Registration 
does  not  a)nstitutc  an  endorsement  of  the  merits  or  value  of  the  project.  Obtain  and  read  the  New  Jersey  Public 
Offering  statement  before  signing  anything.  'ITiis  is  not  an  offering  to  any  person  in  any  state  where  such  offering 
may  not  be  lawfully  made.  Equal  Housing  Opportunity 


Samsung  General  Chemical's  new  ethylene  cracker 

Six  South  Korean  companies,  including  Samsung  and  Hyundai, 

are  moving  lieavily  into  ethylene  production,  which  the  government 

recently  deregulated.  The  two  existing  firms,  Yukong  and  Daelim  Industrial, 

recently  completed  expansion  projects. 


Once  a  large  importer  of  petro- 
chemicals, Korea  doubled  its  capacity 
in  1989-90,  measured  bv  production 
of  ethylene,  the  key  feedstock  that 
goes  into  a  myriad  of  downstream 


products.  By  1993  the  Koreans  plan 
to  build  six  more  ethylene  plants  with 
accompanying  downstream  petro- 
chemical factories,  tripling  capacity  to 
3.3  million  tons  a  year. 


With  a  GNP  one-thirteenth  the  size 
of  Japan's,  Korea  will  haxe  an  ethyl- 
ene capacity  half  as  big  as  Japan's  and 
nearly  t\yice  as  large  as  Korea's  do- 
mestic demand.  Asia  is  bracing  for  an 
export  flood  of  cut-price  Korean 
chemicals  like  polyethylene,  polypro- 
pylene and  st)Tenc  monomer,  which 
should  hit  the  markets  later  this  \'ear 
and  svyellm  1992-93. 

Korea's  aggressive  expansion  plans 
were  conceived  in  the  late  1980s, 
when  the  petrochemical  industry  was 
enjoying  a  global  boom  and  record 
profits.  The  Koreans  were  not  alone 
in  their  euphoria — producers  from 
the  U.S.  to  Europe  to  Saudi  Arabia 
embarked  on  expansion.  Groans  Mi- 
chael Eckstut  of  Booz,  Allen  &  Ham- 
ilton: "If  the  market  grows  by  one 
plant,  fixe  are  built  at  the  same  time. 
This  is  the  histon'  of  the  industrx'  the 
last  40  years.  They  don't  learn  from 
their  mistakes." 

Korean  producers,  in  particular, 
face  a  problem:  Korea  is  totally  de- 
pendent on  imported  oil  or  naphtha 
as  a  feedstock  for  its  ethylene  crackers. 
Naphtha  is  in  tight  supply  in  Asia 
because  of  the  region's  growing  naph- 
tha-based production  of  petrochemi- 
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Petrochemicals 

cals  and  burgeoning  demand  for  more 
lucrative  refined  products  such  as  gas- 
oline and  diesel  flicl.  (The  North 
American  petrochemical  industr\',  by 
contrast,  is  able  to  produce  ethylene 
from  its  bountiful,  and  currently  rela- 
tively cheap,  supplies  of  ethane.) 

The  Korean  industry  also  must  bear 
high  capital  costs  in  a  capital-intensive 
business.  And  one  export  market  Ko- 
rea was  pinning  its  hopes  on,  China,  is 
notoriously  unstable.  After  suddenly 
emerging  as  the  world's  largest  im- 
porter of  plastics  in  the  mid-198()s, 
the  China  market  collapsed  in  1989  in 
the  wake  of  economic  austerit\',  the 
Tiananmen  massacre  and  foreign  ex- 
change shortages. 

The  Korean  overexpansion  doesn't 
make  economic  sense,  but  it  is  firmly 
rooted  in  local  rivalries.  The  Korean 
government  recently  deregulated  the 
tightly  controlled  and  compartmen- 
talized petrochemicals  industry'.  The 
lone  upstream  producers,  Daelim  and 
Yukong,  began  moving  downstream; 
downstream  manufacturers  like 
Lucky  and  Honam  moved  upstream; 
new  producers,  such  as  Hyundai  and 
Samsung,  began  building  massive 
petrochemical  complexes. 

Petrochemical  complexes  have  be- 
come a  symbol  of  virility  among  the 
fiercely  jealous,  rival  Korean  con- 
glomerates, or  chaebols.  "It's  hard  for  a 
chaebol  to  drop  out  of  the  race,"  ex- 
plains Kim  Kwang-mo,  president  of 
Technoscrvice,  a  Korean  chemical  in- 
dustry consultancy.  "It  would  be  too 
big  a  loss  of  face." 

Clearly,  a  shakeout  looms  in  the 
1990s.  Global  integrated  producers 
such  as  Exxon  and  Shell  will  retain  a 
share  of  Asia's  petrochemical  market; 
Shell,  BP,  Dow  Chemical  and  Phillips 
Petroleum  have  built  capacity  in  Asia. 
The  losers  will  be  producers  who 
depend  on  high-cost  petroleum  for 
their  raw  materials  and  those  who 
operate  smaller,  less  efficient  plants. 

The  survivors  will  inherit  a  grow- 
ing business.  Consumption  of  basic 
petrochemicals  is  growing  two  to 
three  times  faster  in  Asia  than  in  the 
U.S.  and  Europe.  After  the  current 
petrochemical  complexes  come  on 
ircafn,  demand  may  catch  up  with 
supply  in  the  mid-1990s,  triggering 
another  bull  market.  But  in  the  mean- 
time, says  Himont's  Loupee:  "It's  eo- 
ing  to  get  prett}'  wild."  Mfl 


Norwest  Corp.  is  a  giant  banker  that 
thinks  small.  Maybe  that's  why 
both  its  earnings  and  balance  sheet 
are  in  rock-solid  shape. 

**The  Wal-Mart 
of  banking'' 


By  Steve  Weiner 

Lloyd  Johnson  epitomizes  stodg)' 
banking.  As  chairman  and  chief  exec- 
utive officer  of  Minneapolis-based 
Norwest  Corp.  (assets,  $31  billion), 
he  has  for  six  vears  ax'oidcd  risk  and 
expanded  in  areas  of  banking  that 
produced  fees  without  consuming 
capital. 

That  kind  of  stodginess  pavs.  At  a 
time  when  the  nation's  largest  banks 
are  reeling  from  bad  debt,  Norwest 
reported  record  1990  profits.  Earn- 
ings rose  37%,  to  $281  million,  or 
$2.73  a  share,  producing  a  strong 
19.6%  return  on  equit}'  and  1.06% 
return  on  assets  (compared  with  0.2% 
at  Citicorp  and  1.01%  at  Bank  of 
America). 

Nor  does  stodg)'  mean  stagnant. 


Norwest's  assets  rose  nearly  $7  billion 
during  1990,  and  will  climb  at  least 
another  $6  billion  this  vear  with  com- 
pletion of  the  $500  million  acquisi- 
tion of  United  Banks  of  Colorado, 
that  state's  largest. 

Okay,  but  these  are  days  when  asset 
quality  matters  more  than  growth  or 
profits.  Here,  too,  Norwest  scores 
high.  "We're  damn  fortrcssed,"  is  the 
way  Johnson  describes  his  bank's  bal- 
ance sheet.  So  well  fortressed  that 
Norwest's  reserves  are  at  160%  of 
nonperforming  loans. 

Norwest  hasn't  made  a  nonguaran- 
teed  Third  World  loan  since  1984, 
and  it  was  the  second  big  bank  (after 
Citicorp)  to  take  a  major  charge  to 
cover  LDC  debt — a  $204  million  pro- 


^  In  ruins  after  the 

I  1982  Thanksgiving 

i  Day  fire 

I  Only  the  old 
headquarters' 
chandeliers  were 
salvaged. 
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Who  Covers  Business 
Insurance  From  A  to  Z? 
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Zurich- American.  You  see,  we  make  it  our 
business  to  know  yours. 

It's  a  special  approach.  One  that  enables  us  to 
provide  the  right  insurance  for  your  particular  needs. 
And  to  back  it  up  with  financial  stability  you  can 
depend  on.  Stability  that  is  reflected  in  our  "A" 
rating  from  A.M.  Best  and  "AAA"  from  Standard 
and  Poor's. 

What's  more,  as  part  of  the  worldwide  Zurich 
Insurance  Group,  with  offices  and  experience  in 
over  100  countries,  we  have  the  insurance  capacity 
and  the  people  to  make  a  world  of  difference  for 
you  at  home  and  abroad. 

So  do  a  little  research  on  business  insurance. 
Ask  about  Z-A.  Zurich-American. 


ZURICH-AA/IERICAN 

b        INSURANCE  GROUP 
American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Executive  Offices.  Schaumburg.  IL  601 96 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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We  know  every  customer 
has  a  lot  riding  on  us. 

It's  the  most  precious  commodity  customers  place 

with  us  —  their  trust.  And  at  CF,we  know  we  have  to  earn  it 

day  in  and  day  out,  with  every  single  shipment  we  carry, 

just  as  we  have  for  over  sixty  years  now. 

That  means,  first  of  all,  that  we  have  to  deliver  those 

shipments  consistently  on-time.  It  also  means  that  we  have 

to  anticipate  customer  needs  and  constantly  invest  in  new 

ways  to  meet  them. That's  why  the  CF  family  of  companies 

can  serve  your  total  transportation  needs  with  full  global 

capabilities  -  by  land,  sea,  and  air  We've  also  developed  the 

industry's  most  advanced  computer  tracking  system, 

and  our  motor  freight  company  is  the  first  transportation 

carrier  to  equip  its  national  sales  force  with  cellular 

telephones  to  expedite  customer  communications. 

CF  has  built  a  company  that's  Miles  Ahead  in  superior 

customer  service.  Because  we've  never  forgotten  what  our 

customers  have  riding  on  us.  It's  a  lot  more  than  freight. 


COnSOLIDnTED 
FREIGHTUJRVS,  IRC. 
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Norwest  Corp. 


vision  in  1987.  Its  largest  corporate  ■ 
credit  is  a  modest  $36  million,  less 
than  half  the  level  of  three  years  ago.  . 
Commercial  real  estate  makes  up  just 
7%  of  its  loan  portfolio,  and  its  largest 
nonperforming  real  estate  loan  is  onh' 
$13.5  million,  down  from  $34  mil- 
lion a  year  ago. 

Norwest  hedges  risk  at  c\'er\'  turn. 
When  a  technology'  client  sought  $  1 1 
million  in  trade  finance  for  a  deal  in 
China,  Norwest  organized  a  consor- 
tium of  banks  but  lent  not  a  penn\'  of 
its  own  mone\'.  '"In  the  old  davs  we 
would  have  provided  all  the  mone\' 
ourselves  and  made  about  $  1 70,000 
on  the  deal,"  says  Darin  Naravana,  the 
executive  vice  president  in  charge  of 
international  banking.  "Instead  we 
made  $85,000  in  fees — at  no  risk." 

Norwest  was  in  precarious  shape 
when  Johnson,  a  retired  vice  chair- 
man of  Securit}'  Pacific  Corp.,  arrixed 
at  this  prairie  state's  institution  in 
1985.  Its  mortgage  bankers  had  built 
a  portfolio  of  unsalable,  below-mar- 
ket  loans,  farmers  were  badlv  oxerex- 
tended  and  problems  were  brewing 
with  overseas  credits.  It  all  coalesced 
with  a  $46  million  loss  in  1987. 
Equally  embarrassing,  the  bank  lost 
its  historic  downtown  building  to  fire 
in  1982  and  was  a  local  laughingstock 
for  its  failure  to  fill  the  hole;  its  new 
57-stor\'  headquarters  didn't  open 
there  until  1989. 

Johnson  disciplined  the  business, 
providing  rigid  lending  and  perfor- 
mance standards  and  a  decentralized 
decision-making  process  that  made 
local  office  presidents  responsible  for 
performance.  Along  with  new  Chief 
Operating  Officer  Richard  Koxace- 
vich,  47,  a  Citicorp  recruit  in  1 986,  he 
began  to  acquire  banks,  insurance 
companies  and  credit  card  portfolios. 

Norwest  now  runs  1,400  banking, 
insurance  and  loan  offices  in  47  states. 
Its  291  bank  offices  are  in  11  states 
from  Indiana  to  Montana,  including 
1990  acquisitions  in  Minnesota,  Wis- 
consin, Illinois  and  Wvoming.  Far 
more  Norwest  offices  are  in  cities  like 
Spearfish,  S.D.  than  in  a  comparative 
metropolis  like  St.  Paul.  "We  consider 
ourselves  the  Wal-Mart  of  banking 
because  we  take  a  rural  approach," 
says  Kovaccvich.  "We  tn'  to  out- 
national  local  banks  and  out-local  na- 
tional ones." 

Norwest  sells  aggressively.  Bv  of- 


NorwestCorp.  Chairman  Lloyd  Johnson 

"We're  damn  fortressed"  financially  and  with  a 

new,  57-story  headquarters  tower. 


fering  packages  of  products  at  dis- 
counts— a  half-point  off  loans,  say,  in 
return  for  $10,000  in  varied  depos- 
its— Norwest  has  boosted  relation- 
ships per  retail  customer  to  2.5  from 
1 .7  in  three  \'ears,  far  better  than  most 
banks.  The  business  person  who  pays 
workers  through  a  Norwest  account 
is  also  likelv  to  use  the  bank's  cash 
management,  investment  or  financial 
ad\isor\'  ser\iccs. 

Whv  focus  on  rural  areas?  Small 
local  banks  are  incxpensixe  and  rela- 
tixelv  eas\'  to  meld  into  the  Norwest 
svstem.  Most  small-town  customers 
are  willing  to  pa\'  20  or  30  basis  points 
more  rather  than  burn  time  and  gaso- 
line going  elsewhere.  B\'  contrast,  sa\'s 
Kovacevich,  corporate  borrowers 
"would  sell  their  mother  for  a  64th." 

Norwest's  credit  card  portfolio  has 
multiplied  tenfold,  to  nearlv  2  million 
accounts  and  $2  billion  in  recei\ables. 
Norwest  is  the  tenth-largest  insurance 
broker  and  the  sixth-largest  mortgage 
writer  in  the  countn'.  Its  Norwest 


Financial  unit,  a  consumer  lender,  is 
among  the  most  profitable  in  the  in- 
dustn'.  Last  vear  the  companv  gener- 
ated 37%  of  its  income  from  nonin- 
terest  sources  like  fees. 

Johnson  is  sk)\\ly  spreading  out 
from  his  prairie  base,  expecting  now 
to  buv  banks  in  Washington,  Idaho, 
Missouri  and  Nebraska.  "You  always 
need  e\'ol\ing  businesses,  especially 
when  you're  in  areas  that  don't  grow 
\er\'  much,"  he  savs. 

Is  Norwest  immune  to  the  ills  that 
afflict  the  rest  of  the  banking  svstem? 
Alas,  no.  Johnson  cautions  that  1991 
will  be  difficult  for  all  banks.  That's 
refiected  in  the  stock,  trading  recently 
near  24,  or  about  nine  times  earn- 
ings— a  strong  multiple  for  a  bank 
stock  but  essentially  unchanged,  de- 
spite a  wealth  of  good  news,  since  the 
end  of  1989.  The  stock's  performance 
is  disappointing,  of  course,  but  how 
man\'  bank  stocks  currently  sell  as 
high  as  thev  did  14  months  ago?  Not 
manv.  Hi 
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Your  personal  computer  networks  are  growing.  In  size,  in  number  and  in  importance  to  your  company. 

Downsizing-allocating  the  workload  of  a  mini  or  mainframe  to  a  personal  computer  server-has  become  an 
attractive  way  of  making  information  processing  more  efficient.  In  cost.  And  in  resource  management. 

Ail  this  makes  the  choice  of  PC  servers  more  critical.  All  the  more  reason  to  take  a  look  at  Compaq. 

At  Compaq,  we  approach  connected  computing  from  your  point  of  view.  Not  ours.  That's  why  all  our 
hardware  solutions  are  designed  to  meet 
your  needs.  For  optimized  performance. 
Seamless  compatibility.  Flexible  multi- 
vendor  solutions.  Unquestionable  relia- 
bility. And  complete  technical  support. 

The  COMPAQ  SYSTEMPRO 
Family  of  PC  Systems  is  just  a  single 
powerful  example.  Since  its  introduction, 
it  has  literally  defined  a  new  class  of 

server  I^^^^^^^^^^^^^^B  ^^^^^^^^^^^H        Hii 

Inside,  it  offers  you  a  series  of 

unprecedented  innovations,  including 

the  power  to  use  multiple  Intel  486  and 

386  microprocessors.  A  512-Kbyte 

ServerCache  design.  A  high-speed  EISA 

expansion  bus.  Drive  array  technology 

that  lets  multiple  users  access  data  simultaneously.  And  a  wide  range  of  data  security  features. 

It  also  expands  to  meet  the  needs  of  your  network  or  multiuser  system.  You  can  use  up  to  11  expansion 
slots,  store  up  to  4.28  gigabytes  of  data  and  add  up  to  256  megabytes  of  high-speed  memory. 

All  this  gives  the  COMPAQ  SYSTEMPRO  the  technical  muscle  to  excel  in  a  range  of  server  functions, 
m  resource  sharing  to  departmental  database  management  and  client-server  applications. 

The  COMPAQ  SYSTEMPRO  also  represents  a  price/performance  breakthrough  for  companies  that 
are  migrating  applications  from  their  minicomputer  or  mainframe  to  a  personal  computer  server. 

COMPAQ,  DESKPRO,  SYSTEMPRO.  Registered  US,  Palonl  and  Trademark  Olfice,  Product  names  meiilioned  herein  nidy  bo  trademarks  and/or  registered  trademarks  of  oilier  companies  e  1991  Compaq  Compuler  Corporalion  All  rights  reserved 


At  Compaq,  network  performance  also  means  delivering  the  highest  possible  levels  of  reliability  and 
■;.  compatibility.  We  ensure  this  through  exhaustive  compatibility  and  reliability  testing.  And  through  unique  part- 
nerships with  industry  leaders  like  Banyan,  Microsoft,  Novell  and  The  Santa  Cruz  Operation  (SCO). 

These  partnerships  allow  for  joint  product  development,  testing  and  support,  creating  solutions  that  are 
optimized  to  work  together  now  and  in  the  future.  So  your  company  can  work  together.  Faster.  And  better. 

Our  commitment  to  connected 
computing  hasn't  gone  unnoticed. 

Systems  Integration  magazine 
readers  named  Compaq  the  1990 
Hardware  Manufacturer  of  the  Year, 
awarding  the  COMPAQ  SYSTEMPRO 
winner  in  both  file  server  and  multiuser 
PC  categories.  PC  Magazine  also  gave 
it  top  marks  for  technical  excellence  in 
the  PC  category 

You'll  find  the  same  attention  to 

detail  in  the  COMPAQ  DESKPRO  486/33L 

and  COMPAQ  DESKPRO  386/33L  Personal 

Computers.  These  powerhouses  are  ideal 

servers  for  your  smaller  networks  or  for 

less  demanding  applications. 

To  see  which  COMPAQ  server  is  right  for  you,  call  your  Authorized  COMPAQ  Computer  Dealer.  Our  dealers 

are  trained  to  build  integrated  multivendor  solutions  using  the  best  connectivity  hardware  and  software.  And  since 

each  offers  different  levels  and  areas  of  expertise,  you  can  choose  the  one  that  best  fits  your  needs.  The  result: 

a  multivendor  solution  that  will  serve  you  right.  For  the  location  of  your  nearest  Authorized  COMPAQ  Computer 

Dealer,  call  1-800-231-0900,  Operator  142.  In  Canada,  1-800-263-5868,  Operator  142. 
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It  simply  works  better. 
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MTV  changed  the  faces  of  pop  music  and  cable  TV 
in  its  first  ten  years  of  operation.  Now  upstart 
Video  Jukebox  Network  wants  a  piece  of  the  action. 

Music  video 
wai*s 


By  Peter  Newcomb 

Cable  tv's  music  video  giant,  mtv, 
thought  Justify  My  Love,  Madonna's 
steamy  black-and-white  video  vi- 
gnette, was  too  raunchy.  So  it  was 
banned  from  the  air,  even  though  the 
bosomy  songstress  and  tough  busi- 
nesswoman (Forbes,  Oct.l,  1990)  is 
one  of  the  station's  biggest  stars. 

A  major  bcneficiarv'  of  MTv's  re- 
straint was  its  upstart  competitor. 
Video  Jukebox  Network,  Inc.  The 
Miami-based  music  channel  pro- 
grammer rushed  to  offer  its  12  million 
subscribers  the  video.  Since  late  No- 


vember VIN  has  received  thousands  of 
requests  for  the  five-minute  Madonna 
tape.  Every  call  has  been  money  in  the 
bank  for  VJN. 

Although  thev  compete  for  the 
same  audience,  the  two  music  chan- 
nels work  c]uite  differently.  MTV  is  like 
a  Top  40  radio  station.  It  plavs  about 
60  music  \ideos  in  rotation  and  makes 
its  money  from  selling  and  airing 
advertising.  By  contrast,  vjN,  which 
has  only  recently  begun  to  carr\'  limit- 
ed advertising  for  record  c(Mnpanies, 
interacts,  for  a  fee,  with  its  audience. 


President  Andrew  Orgel  and  Vice  President  of  Programming  Les  Garland 
learned  the  music  video  business  at  MTV. 
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For  a  $2  to  $3  charge  (which  appears 
on  the  viewer's  phone  bill),  viewers 
call  in  and  request  the  videos  they 
want  to  see  from  a  list  of  up  to  450 
videos.  The  more  calls  received  for  a 
video,the  more  likely  it  is  to  be  played. 
"The  concept  here,"  says  Andrew  Or- 
gel, president  and  chief  executive  offi- 
cer of  VJN,  "is  that  the  viewers  will  pay 
for  the  privilege  to  control  their  tele- 
vision sets." 

Video  Jukebox  could  emerge  as  a 
threat  to  Viacom  International  Inc.'s 
MTV.  Some  20%  of  Viacom's  1989 
revenues  of  $1.4  billion  came  from 
MTV  and  from  another,  smaller  music 
channel  called  VH-I.  MTV  is  in  53 
million  U.S.  homes  (95%  of  those 
wired  for  cable)  and  in  200  million 
homes  in  38  foreign  countries. 

"Our  goal,"  growls  Thomas  Fres- 
ton,  MTV  Networks  chairman  and 
chief  executive  officer,  "is  to  be  in 
every  home  in  the  world."  Viacom  so 
far  hasn't  put  vjN  on  any  of  its  14  cable 
systems,  which  have  more  than  1  mil- 
lion subscribers. 

But  Video  Jukebox  is  backed  by 
some  heavyweights  of  its  own.  To- 
gether, media  billionaire  Si  New- 
house's  Newhouse  Broadcasting 
Corp.  and  Tampa-based  Communi- 
cations Equity  Associates  own  27% 
of  vjn's  stock.  (About  40%  of  the 
company's  10.6  million  shares  are 
publicly  owned.  Recent  over-the- 
counter  price:  4%  a  share.) 

Potentially  more  important  is  VJN's 
newest  backer:  John  Malone's  Tele- 
Communications,  Inc.,  the  nation's 
biggest  cable  systems  operator.  Tele- 
Communications  injected  $5  million 
in  cash  for  about  10%  of  vjN  stock. 

Since  its  launch  two  years  ago  Vid- 
eo Jukebox  has  grown  to  12  million 
subscribers  in  135  locations,  and  reve- 
nues are  now  $13.6  million.  Even  so, 
getting  access  to  the  most  desirable 
videos  is  still  difficult.  For  years  MTV 
has  had  exclusive  arrangements  with 
all  of  the  major  record  labels  for  their 
videos.  Legal  claims  that  these  exclu- 
sive deals  break  antitrust  law  have  so 
far  failed  in  the  courts.  MTV  is  said  to 
pav  the  record  companies  over  $10 
million  every  year  for  those  rights. 
Those  exclusive  arrangements  cause 
VJN  to  wait  up  to  six  months  to  begin 
airing  a  hot  tape. 

VJN  is  more  willing  than  MTV  to 
break  new  and  unknown  acts.  Thus 
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We've  mixed  business 
with  pleasure. 


2  4  -  V  A  L  V  E 
220     HP 
FORD 
TAURUS 
S      H      O 


Executive  conference  room. 

When  your  career's  on  the  fast  track,  you 
need  a  car  that  belongs  there.  The  Taurus  SHO. 
Its  distinctive  appointments  include  fully-artic- 
ulated sport  seats  (leather  trim  optional)  and 
performance  instrumentation.  The  Taurus  SHO 
is  perfect  for  a  closed  conference,  even  if  your 
only  meeting  is  with  the  available  JBL  stereo 
and  your  favorite  compact  disc. 

The  business  end. 

But  your  executive  image  doesn't  have  to  be 
conservative.  Nothing  sets  you  apart  like  Taurus 
SHO's  hidden  asset;  a  24-valve,  220  horsepower 
Super  High  Output  (SHO)  V-6,  precisely  con- 

Buckle  up-together  we  can  save  lives. 


trolled  by  a  newly  refined,  smoother-shifting 
five-speed  manual  transmission. 

Performing  assets. 

Rounding  out  Taurus  SHO's  portfolio  are  a 
special  sports  suspension,  4-wheel  disc  anti-lock 
brakes,  and  standard  driver's  side  air  bag  supple- 
mental restraint  system  to  be  used  with  your  safety 
belt.  And  with  new  16"  cast  aluminum  wheels, 
the  SHO  will  quickly  improve  your  outlook. 

The  Taurus  SHO.  pi  Xa,,|,„«j 

Because  making  work  a      ^"*^"  IdUTUS 
pleasure  is  the  essence 
of  good  business. 


SHO 


Have  you  driven  a  Ford... lately? 
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I A  lot  of  people  were  ready  to  write  off  Sioux 

I  Manufacturing  Corp.  But  Santee  Sioux  tribal  leader 

I  Carl  McKay  refused  to  give  up. 


Victoiy  at 
Devils  Lake 


Madonna's  raunchy  video 
was  a  boon  to  VJN. 


the  kids  who  hke  to  think  of  them- 
selves as  trendsetters  tend  to  tune  in  to 
Video  Jukebox,  much  as  the  avant- 
garde  kids  left  AM  radio  for  fm  in  the 
Sixties. 

This  image  enhances  Video  Juke- 
box's market  power.  Last  June,  for 
example,  the  Video  Jukebox  in  Miami 
began  offering  a  video  by  a  new  act, 
white  rap  singer  Vanilla  Ice.  The  vid- 
eo caught  on,  and  viewers  called  in  by 
the  thousands  to  ask  that  the  tape  get 
more  air  play. 

"vjN  got  very  early  information  by 
their  requests,  and  that's  \'aluable," 
says  Charles  Koppelman,  chairman  of 
New  York-based  SBK  Records  and 
EMI  Music  Publishing.  Koppelman 
quickly  signed  Vanilla  Ice  to  a  record 
deal.  The  album.  To  the  Extreme,  has 
since  sold  more  than  9  million  copies, 
and  has  been  the  number  one  album 
on  the  charts  for  the  last  14  weeks. 
MTV  picked  up  die  Vanilla  Ice  video  in 
August. 

"People  ask,  'Are  you  guys  going  to 
kick  MTV's  ass?'  But  that's  not  the 
mission,"  says  Orgel.  We  play  music 
you'll  never  sec  on  mt\'."  The  upstart 
has  made  inroads  on  mtv's  turf.  But  as 
an  investment,  the  company  is  still  in 
the  startup  stage.  Selling  at  nearly 
four  times  sales  and  losing  money,  vjn 
is  better  to  watch  than  to  buy.       Hi 


By  Joel  Millman 

On  the  average  winter's  day  in  the 
communit\'  of  Devils  Lake,  N.D.  the 
temperature  drops  to  minus  20.  Adult 
unemplo\'ment  on  this  resen'ation, 
home  to  3,500  Santee  Sioux,  runs 
45%.  Alcoholism  is  endemic. 

But  there  is  another  side  to  Dexils 
Lake.  SioiLX  Manufacturing  Corp.,  a 
defense  contractor  owned  by  a  tribe  of 
the  Santee  Sioux,  and  the  rcserxa- 
tion's  largest  emploN'er,  is  thri\'ing. 
Last  vear  the  firm  sold  the  Armv  $25 
million  of  camouflage  nets,  anti- 
shrapnel  armor  and  helmets,  destined 
for  Operation  Desert  Storm.  Sioux 
Manufacturing  has  booked  $40  mil- 
lion in  business  for  1991  and  expects 
to  earn  $4  million  this  year.  The 
company  pumps  over  $125,000  in 
weeklv  salaries  into  the  reservation's 


economv — three  times  the  value  of 
goxernment  assistance  programs. 

A  few  \'ears  ago  none  of  this  pros- 
pcrirv'  seemed  likely.  In  the  mid- 
1970s  Washington  began  weaning 
reser\'ations  off  welfare,  urging  new 
companies  on  resenations  to  do  con- 
tract work  for  the  government.  Under 
the  plan,  orders  would  be  guaranteed 
during  a  transition  period  while  Indi- 
an managers  learned  the  business. 

The  Devils  Lake  Sioux  entered  into 
a  joint  venture  with  Skokie,  111. -based 
Brunswick  Corp.,  whose  defense  unit 
is  a  big  producer  of  camouflage  fabric 
for  the  Army.  Total  capitalization  of 
the  joint  venture  came  to  $  1 00,000 — 
$70,000  put  up  by  Brunswick,  and 
$30,000  by  the  tribe.  Brunswick  also 
lent  the  new  company  $500,000;  in 


Sioux  Manufacturing's  camouflage  assembly  line 

An  unusually  successful  100%  tribally  owned  company. 
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Pinpointing 

fire  and 

smoice 

danger 

••••••• 

to  help  you 
save  lives. 


Integrating  security  features 
into  total  facilities  manage- 
ment  system  saves  enough 
on  labor  to  pay  for  entire 
system  in  two  years  at 
Hamilton  County  Justice 
Center  in  Cincinnati. 


If  you  know  the  exact  location  of 
danger,  rather  than  the  general 
area,  you  can  save  precious  min- 
utes of  response  time.  Johnson 
Controls  offers  the  IFC-2020,  an 
intelligent  fire  control  system  that 
uses  "smart  heads"  to  pinpoint 
danger  on  your  monitor  as  it  sounds 
an  alarm  in  your  building  and  alerts 
your  fire  department. 

A  single  pair  of  wires  can  accom- 
modate up  to  200  sensors  or  other 
firesafety  devices,  so  the  system  is 
more  economical  to  install  than  a 
hard-wired  system.  Easy  on-line 
programmability  gives  you  the 
ability  to  adjust  to  changing  occu- 
pancy and  use  of  your  building. 

Our  new  Metasys  Facility  Manage- 
ment System  integrates  firesafety 
with  other  systems  to  provide  addi- 
tional safety  measures.  For  example, 
you  can  automatically  return  eleva- 
tors to  ground  floors,  close  fire  doors, 
activate  sprinkler  heads,  even  cycle 
fans  and  dampers  to  purge  smoke 
from  an  endangered  area. 


Johnson  Controls  can  also  help 
you  make  your  building  secure  with 
card  access  technologies  to  restrict 
entry  to  critical  areas  and  with  de- 
tectors to  maintain  the  integrity  of 
doors  and  windows. 

For  safety  and  security  in  any  build- 
ing, whatever  its  size  or  function, 
call  Johnson  Controls  today  at 
1-800-972-8040.  Or  write,  Johnson 
Controls,  Systems  and  Services 
Division,  C19,  Milwaukee,  Wl 
53201-0423. 
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Chief  Executive 
Carl  McKay 
From  a  childhood 
in  a  log  cabin  to 
head  of  a  $40 
million  tribal 
business. 


addition,  $2  million  for  plant  and 
equipment  came  from  banks  and  fed- 
eral agencies.  The  idea  was  that  the 
joint  venture  would  bu\'  camouflage 
fabric  from  Brunswick  and  cut  it  into 
appropriate  sizes  and  shapes  for 
shrouding  tanks  and  other  weaponn,'. 

In  1974  the  new  Devils  Lake  Sioux 
Manufacturing  Corp.  shipped  its  first 
camouflage  kits  to  the  Army.  But 
soon  the  partners  began  to  bicker. 
The  Sioux  wanted  to  shop  around  for 
their  basic  raw  material — the  camou- 
flage fabric — but  other  suppliers  re- 
fused to  sell  to  them  because  Bruns- 
wick, a  competitor,  was  the  Sioux's 
partner.  The  Sioux  considered  mak- 
ing their  own  fabric,  but  Brunswick 
vetoed  that  as  uneconomical. 

The  business  prospered.  In  1983 
the  partners  added  lightweight  armor 
made  with  Du  Font's  tough  Kevlar 
yarn  to  its  product  line.  This  high- 
margin  product  is  used  to  make  hel- 
mets and  interior  panels  for  tanks  and 
armored  personnel  carriers. 

But  trouble  was  brewing.  The 
tribe's  executives  felt  left^^  out.  By  1978 
the  tribe  had  increased  its  stake  in  the 
joint  venture  to  51%,  but  Brunswick 
seemed  to  be  calling  all  the  shots. 
Relations  went  steadily  downhill. 

The  nadir  was  reached  in  1986.  The 
joint  venture  had  booked  a  record 
$70  million  in  contracts.  The  Sioux 
wanted  to  stretch  the  work  out  over 


three  years.  This  would  lend  stabilitv 
to  the  reserxation's  economv.  But 
Brunswick  hired  nearlv  200  new  em- 
plovees — bringing  the  total  to  500 — 
and  filled  the  orders  in  one  year. 
When  sales  fell  to  a  more  normal  level, 
there  was  no  backlog  and  the  compa- 
ny was  forced  to  lay  off  hundreds. 

Then  Brunswick  proposed  that  the 
partners  pa\'  themselves  a  special  $14 
million  dixidend  from  retained  earn- 
ings. This  made  tribal  leaders  suspi- 
cious that  Brunswick  was  maneuver- 
ing to  bail  out  before  the  company 
collapsed.  Brunswick  denies  anv  such 
intent.  But  bad  feelings  were  running 
so  high  that  in  1987  the  Sioux  exer- 
cised their  control  and  fired  five  key 
Brunswick  employees,  including  the 
joint  venture's  general  manager.  Dev- 
ils Lake  Sioux  Manufacturing  lost 
money  for  the  first  time. 

In  the  end,  Brunswick  got  its  divi- 
dend— and  a  surprise.  The  Sioux  im- 
mediately imposed  a  tax  on  dividends. 
Lawsuits  were  launched  from  Skokie 
to  Devils  Lake,  ending  in  1989  when 
Brunswick  agreed  to  sell  its  remaining 
stake  in  the  venture  as  part  of  a  $3 
million  leveraged  buyout.  Financed 
by  Boston's  State  Street  Bank,  the 
deal  was  the  first  time  an  American 
Indian  tribe  had  used  financial  lever- 
age to  buy  out  its  corporate  partner. 

Once  he  was  in  absolute  control, 
Carl  McKay,  42,  SioiLx's  president 


and  chief  executive  officer  and  the 
tribe's  former  chairman,  quickly 
mended  fences  between  Brunswick 
and  the  renamed  Sioux  Manufactur- 
ing Corp.  Brunswick,  for  example,  is 
still  one  of  the  company's  major  sup- 
pliers of  camouflage  fabric. 

As  a  tribally  owned  firm,  Sioux 
Manufacturing  pays  no  federal  or 
state  corporate  income  taxes.  In  addi- 
tion, it  benefits  from  mandates  that 
government  agencies  buy  from  mi- 
norit)'-owned  firms  when  possible. 

But  the  secret  of  its  success,  accord- 
ing to  one  Sioux  Manufacturing  cus- 
tomer, is  that  tribal  ownership  of  the 
company  has  infused  the  workers 
with  a  determination  to  succeed. 
"There's  no  such  thing  as  charity," 
says  Glenn  Staples,  procurement  di- 
rector of  BMY-Combat  Systems,  a  di- 
vision of  Harsco  Corp.  and  maker  of 
the  M-109A6  self-propelled  howit- 
zer. The  only  keys  to  winning  orders, 
he  adds,  are  "qualitv  and  price." 

To  lessen  Sioitx  Manufacturing's 
dependence  on  government  work, 
McKav  is  tn'ing  to  convince  the  auto 
and  civilian  aerospace  industries  to 
use  his  armor  fabric.  He  is  a  hard  man 
to  turn  down.  "So  many  people  were 
ready  to  include  us  in  the  categorx'  of 
failed  Indian  businesses,"  he  says. 
"We  just  wouldn't  let  it  happen." 
There's  a  powerful  lesson  in  that  for 
all  struggling  businesses.  ^M 
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The  business  philosophy  of  Republic  National 
Bank  of  New  York  goes  far  beyond  a  simple  aversion 
to  risk;  our  entire  breath  and  being  depends  upon 
the  concept  of  preserving  and  protecting  our 
depositors'  money 

In  every  aspect  of  our  business-private 
banking,  retail  banking  and  institutional  banking - 
our  focus  remains  where  it  always  has  been:  on 
capital  growth,  liquidity  and  asset  quality 

For  these  reasons,  Oppenheimer  &  Co.,  Inc., 
recently  cited  us  as  "one  of  the  most  secure  banks, 
if  not  the   most   secure   bank,    in   the   U.S'.' 


Oppenheimer  also  noted  that  "the  company  has  the 
fortress  balance  sheet  of  an  old-style  Swiss  bank'.' 

We  rather  like  that  description. 

If  a  fortress  is  what  you  have  in  mind  for  your 
money,  you  might  want  to  take  a  close,  careful  look 
at  Republic  National  Bank  of  New  York. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 
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Like  oldtime  medicine  men,  today's  financiers  are 
peddling  quack  cures  for  sick  companies.  And  some  of 
the  biggest  bondholders  are  clamoring  for  more. 

Step  right  up,  folks 


By  Laura  Jereski  and  Jason  Zweig 

Many  of  the  leveraged  hangovers 
of  the  1980s  are  being  treated  with 
the  same  kind  of  phony  relief  dis- 
pensed by  traveling  medicine  shows 
at  the  turn  of  the  last  century:  the 
quick  fix. 

But  instead  of  things  like  Kickapoo 
Indian  Worm  Killer  and  Dr.  Williams 
Pink  Pills  for  Pale  People,  the  pallia- 
tives being  hawked  by  today's  carnival 
barkers  carry  fancy  names  of  their 
own:  pay-in-kind  bonds,  interest  de- 
ferrals and  principal  protectors.  Don't 
let  the  fancy  financial  terms  fool  you. 
Quackery  is  quackery  whether  prac- 
ticed by  hawkers  with  handlebar  mus- 
taches or  financiers  in  pinstripe  suits. 

Last  year  at  least  54  companies 
attempted  or  completed  recapitaliza- 
tions to  keep  from  crashing  under  the 
weight  of  overleveraged  capital  struc- 
tures created  in  the  days  when  junk 
bond  finance  made  takeovers  seem 
easy  at  any  price.  These  companies 
alone  carried  nearly  $16  billion  in 
junk  bond  debt.  But  few  of  last  year's 
recapitalizations  faced  reality;  most 
just  postponed  the  day  of  reckoning. 

This  year  the  pitchmen's  "restruc- 
turing" patter  is  sure  to  quicken:  Just 
in  the  first  five  weeks  of  1991,  nine 
companies  filed  for  Chapter  11  or 
defaulted  on  a  total  of  $3.4  billion  in 
debt.  If  last  year's  pattern  holds,  the 
latest  defaulters  and  their  creditors 
won't  deal  with  their  problems;  they 
will  merci    put  a  new  face  on  them. 

Considc:  for  example,  the  recapi- 
talization ot  Jk  Taj  Mahal,  Donald 
Trump's  Atlantic  (  jty  casino.  By  con- 
servative standards,  the  Taj  is  broke. 
No  way  can  it  service  its  more  than 
$750  million  in  total  debt.  In  a  sim- 
pler day  creditors  would  have  fore- 
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closed  and  either  sent  Trump  packing 
or  reduced  him  to  a  salarieti  employ- 
ee. Instead,  Trump  struck  a  deal 
whereby  he  still  owns  half  of  the 
company,  and  the  creditors'  claims 
not  only  stay  whole  but  actually  grow. 
Here's  what  happened:  With  the 
Taj's  cash  flow  running  way  short  of 
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JPS  Textile  Group 


1990 

1992 

Interest 

$83  million 

$58  million 

Coverage  ratio* 

0.7  times 

1  times 

*Cash  flow  after  capital  expenditures  and  principal 
payments,  divided  by  cash  interest. 
Source:  Company  reports 

Says  a  holder,  "We  wanted  the  14V4% 
bonds  to  become  equity.  Executive 
Life  would  not  accept  that,  but  it 
would  have  fixed  the  balance  sheet." 


the  annual  $95  million  junk  interest 
bill,  the  bondholders  could  see  that 
the  casino  would  miss  its  $47  million 
interest  payment  on  Nov.  15. 

Understandably  concerned.  Execu- 
tive Life  Insurance  Co.,  then  the  big- 
gest institutional  holder  of  the  Taj's 
$675  million  in  14%  first  mortgage 
bonds,  began  talking  with  other 
bondholders  last  summer  and  hired 
investment  banker  Wilbur  Ross  of 
Rothschild  Inc.  (see  followimj  story)  to 
represent  them. 

Some  mutual  hands  and  money 
managers  wanted  to  force  the  Taj  into 
involuntary  bankruptcy  unless 
Trump's  equity  interest  was  kept  be- 
low 75%.  The  involuntary  bankrupt- 
cy would  distribute  Trump's  equity 
interest — for  whatever  it  might  be 
worth— among  all  the  bondholders. 
Aside  from  the  big  insurance  compa- 
nies, the  bondholders  included  such 
mutual  fijnds  as  Massachusetts  Finan- 
cial, Fidelity  and  First  Investors.  This 
was  simple  justice:  If  Trump  default- 
ed, he  should  at  least  surrender  most 
of  his  ownership. 

But  the  bondholders  who  wanted 
to  hang  tough  with  Trump  were  over- 
whelmed by  others  who  were  willing 
to  be  gentler  with  Donald.  During  a 
marathon  conference  call  last  Nov. 
15,  Wilbur  Ross  unexpectedly  pulled 
in  Carl  Icahn,  who  owns  some  $155 
million  of  Taj  bonds.  Icahn  isn't  the 
kind  of  man  who  buys  bonds  to  clip 
their  coupons.  Nor  had  he  been  badly 
damaged  in  the  situation;  he  had 
bought  his  bonds  for  no  more  than  40 
cents  on  the  dollar.  Why  was  Icahn  so 
eager  to  save  Donald  Trump's  hide? 

Icahn's  argument  was  that  the 
bondholders  should  leave  Trump  in 
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Forstmann  &  Co. 

1990 

1991 

Total  debt 

$151  million 

$149  million 

Cash  flow 

$20  million 

$27  million 
$22  million 

Total  interest 

$23  million 

Sources.-  Company  reports;  Indepth  Data  Inc. 

Forstmann  couldnt  service  its  $151 
miiiion  debt.  So  owner  Odyssey  Part- 
ners exclianged  $60  million  of  junk 
for  new  PIK-lets  that  pay  part  of  the 
interest  in  more  bonds. 


charge  so  that  New  Jersey's  Casino 
Control  Commission  would  not  have 
to  review  a  change  of  ownership.  But 
Icahn  may  have  been  playing  a  deeper 
game:  Since  he  bought  his  bonds  at  a 
big  discount,  his  interests  are  not 
necessarily  the  same  as  those  ot  bond- 
holders who  paid  par. 

What   attracts   bondholders   who 


bought  at  par  to  the  prepackaged 
bankruptcy  proposal,  which  has  yet  to 
be  filed?  Under  the  proposal  the  Taj 
would  not  have  to  pay  all  the  interest 
in  cash  but  part  in  cash,  part  in  addi- 
tional paper.  The  plan  would  keep  the 
junk  bond  holders  whole,  and  then 
some.  In  the  prepackaged  deal,  the 
Taj's  total  debt  would  balloon  to 
$919  million  by  1999— nearly  2.5 
times  the  company's  own  estimates  of 
its  current  liquidation  value. 

Many  participants  in  the  deal  frank- 
ly admit  that  another  recapitalization 
is  almost  inevitable  for  the  Taj  within 
just  a  vcar.  "It's  a  Band- Aid,"  shrugs  a 
member  of  the  steering  committee. 

Icahn  was  able  to  mobilize  the  large 
insurance  companies  behind  his 
scheme  because  he  understood  their 
weakness.  Had  the  Taj  been  forced 
into  involuntar\'  bankniptcv,  thev 
would  have  had  to  mark  their  bonds 
to  market — mark  them  down  from 
par  to  what  they  would  bring  in  the 
market.  But  as  long  as  the  Taj  pays 
interest,  even  if  it  is  paper  interest, 
they  can  continue  to  carrv  the  bonds 
at  100  cents  on  the  dollar. 

Even  before  Icahn  made  his  pro- 
posal, one  large  insurer,  CNA  Finan- 
cial, which  owns  some  $45  million  of 
Taj  debt,  is  believed  to  have  proposed 
similar  terms  in  side  negotiations 
with  Trump. 

Insurance  companies  are  under  tre- 
mendous pressure  from  regulators 
and  the  public  to  prop  up  their  own 
crumbling  balance  sheets.  By  avtjid- 
ing  writedowns,  they  hope  to  make 
their  balance  sheets  look  better  than 
they  reallv  are.  Thus  many  junk  bond 
holders  seem  willing  to  sacrifice  the 
long-term  value  of  their  investments 
to  the  short-term  need  to  avoid  recog- 
nizing losses. 

Consider  the  magnitude  of  the 
problem:  Insurance  companies  own 
some  $66  billion  in  junk  bonds,  near- 
ly one-third  of  the  total  market.  Banks 
have  at  least  another  $65  billion  in 
highly  leveraged  transaction  loans. 
The  true  market  value  of  this  $130- 
billion-plus  in  assets  is  tens  of  billions 
of  dollars  lower  than  what  they  are 
carried  for  on  the  books.  To  keep  their 
principal  seemingly  intact,  these  cred- 
itors reach  for  quick-fix  cures  with  all 
the  enthusiasm  of  bumpkins  at  the 
county  fair. 

"It's  very  important  to  insurance 


companies  to  protect  the  principal 
amount  of  their  bonds,"  says  Wilbur 
Ross,  "and  that  is  inconsistent  some- 
times with  having  an  optimal  capital 
structure."  That's  a  polite  way  of  say- 
ing that  these  supposedly  smart  insti- 
tutional investors  are  playing  games 
with  regulators  and  policyholders. 

How  do  you  make  such  phony 
recapitalizations  credible?  With  opti- 
mistic projections  of  future  earnings 
and  cash  flow.  Look  at  sci  Television, 
Inc.,  the  overleveraged  broadcasting 
group  that  was  recapitalized  last  vear. 

SCI  was  brought  down  by  a  1987 
$1.3  billion  leveraged  buyout  put  to- 
gether by  SCI  President  George  Gillett 


Resorts  International 

1990  1994 

NewPIKs  $329  million  $511  million 

Cash  flow  $37  million  $26  million 

Source:  Fitch  Investors  Sen/Ice,  Inc. 

The  recap  cuts  the  old 

debt,  but  how  will  IVIerv  Griffin 

pay  off  the  new  debt? 
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Junk  for  junk 


SCI  Television 


Total  debt 
Cash  flow 
Coverage  ratio^ 


1989'  1990^ 

$1.11  billion  $1.16  billion 

$59  million  $60  million 

0.8  times  1.03  times 


'Nine-month  figures.  ^Pro  forma.  ^Cash  flow  divided  by  cash 

interest. 

Source;  Company  reports 

Sales  of  TV  stations  are  expected  to 
bring  in  $185  million  this  year.  What 
if  no  one  wants  to  pay  that  much? 


and  Kohlbcrg  Kravis  Roberts  &  Co. 
SCI  hoped  to  pay  down  debt  by  selling 
some  of  its  TV  stations  at  fancy  prices. 
But  the  market  for  media  properties 
suddenly  deflated.  What  sci  had  to 
sell  would  no  longer  fetch  enough  to 
make  the  deal  work.  Did  the  creditors 
foreclose?  Oh,  no,  that  would  have 
been  too  drastic.  Instead,  in  October 
1989  they  settled  for  44%  of  die 
equity  and  a  new  deal  that  preserved 
their  principal.  Kohlbcrg  Kravis  Rob- 
erts and  Gillett  were  left  in  control. 
But  that  recap  didn't  even  begin  to 


cure  SCI  TV's  chronic  ailments.  It  was 
mere  wizard  oil.  Although  sci's  cash 
interest  pavment  burden  was  cut 
somewhat,  its  overall  debt  went  up  b\' 
more  than  $50  million. 

How  did  this  deal  get  done?  SCI 
bondholders  sav  the  optimistic  recap- 
italization terms  were  pushed  bv  ma- 
jor insurance  companies  like  Kemper 
Financial  Sen'ices,  Prudential  Insur- 
ance and  First  Executive,  which  want- 
ed a  deal  that  left  the  principal  amount 
of  their  debt  intact.  Their  united  front 
easily  overwhelmed  the  dispersed,  de- 
moralized smaller  holders  like  mutual 
ftinds  and  monev  managers,  who 
might  have  preferred  to  be  tougher 
with  the  creditors. 

How  did  thev  justifv  the  deal?  With 
projections  of  stead\'  cash  flow  and 
fiature  asset  sales.  Both  are  doubtiul. 
There  are  far  more  sellers  of  media 
properties  right  now  than  buyers  at 
anvthing  like  current  asking  prices. 

All  this  may  help  keep  insurance 
companv  managers  in  their  jobs,  but 
it  is  bad  news  for  the  smaller  investors 
who  went  into  junk  bonds  through 
mutual  ftjnds.  For  the  junk  mutual 
ftmds,  which  ha\e  to  mark  their  secu- 
rities to  market  daily,  quick  fixes  like 
sci's  are  a  double  dose  of  pain:  They 
end  with  a  restructuring  that  hasn't 
fixed  the  debt  problem,  and  with  a 
new  security'  that  trades  so  seldom  it  is 
almost  impossible  to  unload. 

"You  could  say  that  all  these  bonds 
were  bought  on  hocus-pocus.  When  I 
look  back  I  wonder  why  we  ever 
bought  them,"  muses  one  mutual 
fiind  portfolio  manager. 

Only  one  recapitalization.  South- 
land Corp.,  offers  a  choice  between 
insurer-style  securities  that  aren't  like- 
ly to  trade  well  but  can  be  kept  on  the 
books  at  par  and  a  more  tradable 
security.  Holders  of  Southland's  16% 
subordinated  notes  can  choose  be- 
tween a  $500  face  value  bond  with  a 
4.5%  coupon  and  a  12%  bond  with 
half  that  principal  value.  The  choice  is 
between  taking  their  medicine  now 
and  postponing  it. 

But  insurance  companies  aren't  the 
only  ones  who  prefer  palliatives  to  real 
cures.  Managements  and  buyout 
ftinds  that  hold  the  equity  of  lever- 
aged companies  love  these  quack- 
remedy  recapitalizations.  They  post- 
pone the  dav  when  the  equit\'  holders 
may  lose  control — as  with  Trump  at 


Taj  and  kkr  at  sci. 

Case  in  point:  IPS  Textile  Group,  a 
1988  buvout  b\'  Odvssev  Partners 
and  a  group  led  bv  investor  Grant 
Wilson.  The  recapitalization  was  dic- 
e\'  from  dav  one.  It  allowed  the  indus- 
trial textile  companv  to  pav  cash  inter- 
est on  only  $340  million  of  its  nearly 
$500  million  of  buyout  debt;  interest 
on  the  remaining  $160  million  was  to 
be  deferred  until  1992.  Investors 
were  wan,',  and  the  underwriter, 
Drexel  Burnham  Lambert,  was  stuck 
with  $200  million  worth. 

By  early  1990  it  was  obvious  IPS 
wasn't  going  to  make  it  through 
1992.  The  Wilson  group  and  Odys- 
sey— headed  by  Leon  Levy  and  Jack 


Interco 

1990 

1992 

Total  debt 

$1.9  billion 

$1.2  billion 

Interest 

$303  million 

$105  million 

Coverage  ratio* 

0.72  times 

1.2  times 

*Cash  flow  divided  by  cash 
Source:  Company  reports 

nterest. 

Even  rosy  projections 

couldnt  sway  bondholders  to  back 

a  recapitalization  that  kept  bank 

debt  intact.  Numbers  from 

the  rejected  plan  show  why 

Interco  was  forced  into 

bankruptcy  in  January. 
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Nash — suggested  that  bondholders 
accept  a  package  ranging  from  19 
cents  on  the  dollar  plus  stock  for  the 
discount  notes  to  85  cents  for  the 
senior  notes.  Nice  deal  for  Odyssey 
and  Wilson.  The  bondholders  sacri- 
fice, the  equit\'  holders  don't.  The 
steering  committee,  composed  of  rep- 
resentatives from  Drexel  and  such  big 
holders  as  Executive  Life,  First  Capi- 
tal and  Allstate,  said  no. 

The  bondholders  countered  by  de- 
manding 80%  of  the  cquit}'.  That 
would  have  been  fair  enough,  but  the 
JPS  board,  packed  with  folks  from 
Odvssey  and  the  management  group, 
hung  tough.  So  a  prepackaged  bank- 
ruptcy was  filed  on  Feb.  7.  The  parties 
agreed  to  recapitalize  this  way:  Odys- 
sey and  the  Wilson  group  put  in  $7.5 
million  and  kept  a  controlling  5 1  %  of 
the  equity. 

The  deal  has  all  the  earmarks  of  a 
quick,  quack  cure:  Total  interest  ex- 
pense for  the  new  securities  drops 
from  some  $83  million  in  1990  to 
$58  million  in  1992,  but  no  principal 
writeoffs  are  required  on  the  bonds. 
The  bondholders  accepted  jPS'  rosy 
projections  of  future  cash  flow,  which 
is  assumed  to  grow  5%  a  year,  even 
though  IPS  depends  heavilv  on  the 
troubled  auto  and  building  indus- 
tries. Even  with  those  projections,  the 
coverage  is  slim.  One  hope:  a  new  $25 
million  line  of  credit  to  buv  the  dis- 
counted bonds  on  the  open  market. 

Of  course,  the  new  plan,  with  its 
reduced  interest  and  optimistic  pro- 
jections, permits  bondholders  to  con- 
tinue valuing  their  bonds  at  $460 
million,  even  though  the  market  \'al- 
ues  the  securities  at  well  below  half 
that.  Odyssey  is  happv,  too;  it  still 
controls  jPS. 

Textile  manufacturer  Forstmann  & 
Co.  took  a  similar  "cure"  last  fall. 
Struggling  to  service  its  $190  million 
in  debt  and  preferred  stock,  the  com- 
pany exchanged  $60  million  in  senior 
subordinated  notes  for  a  PiK-let,  de- 
ferring part  of  the  interest.  But  princi- 
pal on  the  debt  stays  the  same.  Odvs- 
sey Partners,  which  bought  the  firm  in 
1988,  kept  most  of  the  equit\',  for  a  $4 
million  capital  intiision — immediate- 
ly reduced  by  a  $3  million  fee. 

Despite  projections  of  25%  growth 
over  the  next  three  years — in  a  com- 
modity business — the  recap  leaves  lit- 
tle breathing  room.  Through  1992 


Trump  Taj  Mahal 


1990 

1991 

Total  bonds 

$675  million 

$722  million 

Cash  interest' 

$95  million 

$68  million 

Cash  flow 

$73  million 

$80  million 

'Annualized. 

Sources.-  Company  reports. 

Forbes  estimate 

Interest  on  the  new  bonds 
sucks  almost  all  the 
cash  out  of  Trump's  still 
incomplete  casino. 


cash  flow  is  expected  to  barely  cover 
interest  and  capital  expenditures. 

Resorts  International  is  another  ex- 
ample of  quack  cures  for  serious  fi- 
nancial ills.  Some  $430  million  of  new 
junk  replaced  some  $930  million  of 
high-yield  debt.  That  sounds  like  a 
serious  haircut  on  principal.  But  most 
of  the  new  debt  must  be  paid  off"  in 
three  years,  no  easy  task  when  the 
company  itself  projects  that,  at  best, 
cash  flow  will  shrink  from  $49  million 
in  1991  to  $41  million  in  1994.  Look 
at  the  $188  million  (face  amount)  of 


new  Series  A  notes:  The  interest  rate 
starts  at  6%,  then  rises  annuallv  to 
9%,  12%  and  15%.  But  never  mind  if 
projections  aren't  met:  Interest  will  be 
paid  not  in  cash  but  with  more  bonds. 
Paper  for  paper. 

Is  this  just  a  harmless  game?  It  is 
certainly  not  a  zero-sum  game.  The  big 
winners — besides  the  managements 
that  hold  on  to  power — are  the  bro- 
kers. The  Taj  Mahal  recapitalization,  if 
successfiil,  could  generate  up  to  $8 
million  in  fees  for  Rothschild,  First 
Boston  and  Donaldson,  Lufldn  & 
Jenrette.  Typically,  the  debtor  compa- 
ny foots  the  bill  for  all  the  advisers.  And 
while  bondholders  settle  for  interest  in 
paper,  the  feemeisters  take  good, 
hard  cash. 

The  bondholders'  advisers  are  rv'pi- 
callv  hired  bv  the  largest  holders. 
Monthly  rates  run  to  $140,000,  with 
fees  as  high  as  2%  of  the  amount  of 
debt  exchanged. 

In  a  recapitalization  in  late  1989  at 
Seaman  Furniture,  fees  approximat- 
ed $7  million  for  Merrill  Lynch  and 
other  ad\isers,  e\en  though  the  new 
paper  never  found  a  ready  market 
again.  The  most  notorious  case  may 
be  the  failed  recapitalization  of  In- 
terco,  now  in  Chapter  1 1 .  M(Kgan 
Guarantv  and  Rothschild  have 
shared  more  than  $4  million  in  fees, 
while  the  subordinated  debt  holders 
watched  the  market  value  of  their 
$990  million  (face  amount)  stake 
wither  to  around  $20  million. 

So  the  medicine  show  rolls  on, 
with  some  of  the  biggest  junk  bond 
holders  going  along  for  the  ride. 
Meanwhile,  the  equit)'  holders  stay  in 
control,  and  the  investment  bankers 
collect  a  new  round  of  fees  and  look 
forward  to  yet  ftirthcr  recapitaliza- 
tions down  the  road. 

What  about  individual  junk  hold- 
ers whose  insurance  money,  mutual 
fijnds  and  bank  assets  are  invested  in 
junk?  What  about  employees  who  are 
let  go  or  asked  to  make  sacrifices  so 
the  companies  can  pay  swollen  inter- 
est bills  and  fatten  the  investment 
bankers'  coffers?  They  can  take  solace 
only  in  the  bitter  humor  penned 
more  than  a  half-century  ago  by  Og- 
den  Nash: 
/  invested,  I  deposited, 

I  looted  every  fall. 
And  if  I  saved  a  penny, 

The  bastards  took  it  all.  WM 
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Meet  Rothschild's  Wilbur  Ross, 
fixer  of  sick  companies 
overdosed  on  debt. 

Dr.  Feelgood 


By  Matthew  Schifrin  and  Jason  Zweig 


By  ALL  ACCOUNTS,  Wilbur  L.  Ross  Jr., 
senior  managing  director  at  Roth- 
schild Inc.,  is  the  preeminent  special- 
ist in  recapitalization  deals  that  do 
little  more  than  numb  the  pain  {sec 
previous  story) . 

Name  a  major  reorganization  over 
the  last  few  vears,  and  chances  are  that 
Ross,  53,  has  been  involved:  LT\\ 
Texaco,  A.H.  Robins,  Trump  Taj 
Mahal,  Drexel  Burnham  Lambert, 
Eastern  Air  Lines,  Public  Ser\ice  of 
New  Hampshire,  Resorts  Interna- 
tional and  Allegheny  International. 

After  vears  of  laboring  in  obscurit)' 
in  corporate  finance,  Ross  has 
emerged  as  a  Wall  Street  celebrity  in 
the  post-junk-bond  era.  He  gives 
some  30  speeches  a  vear  and  serves  on 
the  boards  of  a  half-dozen  or  so  cor- 
porations and  museums.  A  brilliant 
man  whose  cherubic  countenance  is 
deceptive,  Ross  has  a  touch  of  the 
flamboyant.  He  has  been  known  to 
wear  suspenders  with  skull  and  cross- 
bones  to  closings  and  carry  a  portable 
telephone. 

Ross'  specialtv:  negotiating  recapi- 
talizations for  companies  that  got  sick 
gorging  on  junk  bond  finance. 

His  mystique  has  become  some- 
thing of  a  legend,  and  it  is  not  unusual 
for  bondholders  to  hire  him  without 
even  seeing  a  presentation.  In  his 
desire  to  dominate  the  business,  he 
will  work  on  as  many  as  a  dozen  deals 
at  once.  In  this  way  he  is  a  kind  of 
post-junk  Michael  Milken.  Ross 
brings  Rothschild  an  estimated  $1.5 
million  a  month  in  fees — his  take 
probably  exceeds  one-third. 

But,  unlike  Milken,  he  loves  public- 
ity. One  of  his  mos*:  important  deals  is 
Interco,  the  flailing  footwear  and  fur- 
niture conglomerate  that  filed  for 
Chapter  1 1  in  January  after  Ross  led  a 
bitter  struggle  to  recapitalize  it.  But  in 
mid-November  he  missed  a  kev  meet- 


ing to  brief  junk  holders  on  the  stance 
of  Intercoms  bank  lenders — whose  se- 
cured position  made  them  a  lethal 
danger  to  the  junk  holders.  And 
where  was  Ross?  Junk  holders  found 
out  that  night  when  they  turned  on 
the  tube.  There  was  a  beaming  Wilbur 
Ross  and  a  beaming  Donald  Trump 
announcing  their  agreement  to  recap- 
italize Trump's  Taj  Mahal. 

You  can't  please  exen'one.  Only  a 
few  months  before.  Trump  had  be- 
C(Miie  so  angn'  with  Ross  that  he 
publicly  asked  the  bondholders  to  fire 


him.  Wh\'?  After  Trump  came  up 
with  his  first  reorganization  plan, 
which  would  haxe  left  him  with  100% 
of  the  equits',  Ross  went  on  television 
to  put  down  Trump's  proposals  with 
the  biting  comment,  "It's  too  early  for 
Christmas."  Trump's  public  pique 
couldn't  ha\e  been  better  advertising 
for  a  bondholders'  ad\'ocate — and 
since  then  Ross  has  been  retained  on 
at  least  four  more  deals. 

All  is  now  forgiven  with  Trump, 
particularh'  since  the  restructuring 
Ross  helped  create  left  Trump  with 
50%  control  of  the  Taj,  plus 
$500,000  a  month  in  expenses.  Ross 
was  happ\'  too,  he  got  his  $130,000-a- 
month  retainer  for  the  case. 

Actually,  for  a  guy  who  wanted  to 
fire  Ross  only  a  few  months  ago, 
Tmmp  now  speaks  of  Ross  in  glowing 
terms:  "I  think  he  is  ver\'  talented,  a 
fantastic  negotiator,  and  I  think  he 
represented  the  stockholders  strong- 
Iv,  honestly  and  unbelievably  compe- 
tenth'."  Wait  a  minute.  Ross  was  sup- 
posed to  be  working  for  the  bond- 
holders, not  for  the  stockholders. 

More  than  a  Freudian  slip.  Trump's 
comment  is  an  unintended  echo  of 
bondholders'  gripes  about  Ross'  re- 
cent performances  as  well  as  potential 
conflicts  of  interest.  In  the  Taj  negoti- 
ations, for  example,  Ross  worked 
closeh'  with  First  Executive's  repre- 
sentative, lawyer  Allan  Tessler.  But  at 
the  same  time,  Ross  was  tr\'ing  to 
negotiate  better  terms  for  bondhold- 
ers in  an  exchange  ofi'er  bv  Interna- 
tional Controls  Corp. 

ICC,  the  industrial  grab  bag  once 
run  b\'  greenmailer  Arthur  Goldberg 
(FoRMS^Apr.  16,  1990).  is  headed  by 
none  other  than  Allan  Tessler.  "It  was 
\'er\'  odd,"  admits  Ross.  "But,  gix'en 
that  these  are  complicated  capital 
structures,  something  like  this  is  al- 
most inevitable."  Ross  insists  Tessler 
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Marin  County,  California. 


Cook  County,  Illinois. 


Fairfield  County,  Connecticut. 


FIRST  PHOTOS 
OF  EARTH  TAKEN 

FROM  THE 
NEW  SAAB  TURBO 


Take  the  largest  engine  Saab 
ever  built.  Add  the  latest  generation 
of  Saab  turbocharging. 

The  result  is  the  new  Saab 
9000  Turbo  —  a  car  that  tan  is  road- 
side landscapes  into  dehghtful  blurs. 
And  a  major  refinement  of  the  tech- 
nology Saab  helped  pioneer. 

The  turbo  system  is  matched 
with  an  intercooler  (for  heightened 
power)  and  Saab's  patented  Auto- 
matic Performance  Control  (for  effi- 
ciency and  smoothness).  Together 


they  chum  out  200  horsepower, 
enough  to  reach  60  mph  in  6.4  sec- 
onds, faster  than  a  BMW  535i. 

But  for  all  its  performance 
credentials,  the  real  genius  of  the  car 
hes  in  how  they're  achieved. 

Since  Saab  unleashes  those 
horses  through  turbocharging,  the 
rush  of  power  is  there  when  it's 
needed — and  only  when  needed.  So 
it  doesn't  squander  fuel  on  the 
snail's-pace  trafhc  so  unkind  to  big- 
engined  cruisers.  Making  it  one 


of  the  few  high-perfonnance  sedans 
that  isn't  compromised  by  reality 

The  first  sightings  of  the  new 
Turbo  have  already  been  reported 
at  Saab  dealers  near  you.  We  invite 
you  to  visit  one  for  an  exhilarating 
test  drive. 


WE  D0N7  MAKE  COMPROMISES. 
WE  MAKE  SAABS." 


e  1990  Saab  Cars  USA,  Inc. 
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We  have  an  idea 
to  help  you  get 
where  you're  going 


AtTransamerica,  we've  never  believed  in  trying 
to  provide  every  financial  service  under  the 
sun.  But  if  you're  looking  for  innovation  and 
outstanding  service  in  life  insurance,  home- 
equity  loans  or  mutual  funds  —  from  a  $30 
billion  company  that's  been  helping  people 
and  businesses  for  more  than  60  years— you 
should  talk  to  us.  We  think  you'll  appreciate 
the  W3.Y  we  look  at  things. 


Transamerica 

THE  POWER  OF  THE  PYRAMID  IS  WORKING  FOR  YOU* 
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The  eagle  has  landed. 

In  Oklahoma  and  Mississippi.  Georgia  and 
Alabama.  Where  few  bald  eagle  nests  have 
produced  young  in  the  last  50  years.  Using 
precious  e^  and  dedicated  effort,  the  Sutton 
Avian  Research  Center  is  successfully  raising 
eaglets  from  fuzzy  to  fierce.  And  releasing 

them,  into  the  habitats  bald  eagles 

used  to  call  home 
Phillips  Petroleum 
%  supports  tliis  unique 

prcgram  to  re-establish 

our  endan^red 

natbnal  symbol. 


/■•,< 


AftQ  all,  if  Man  can  '  \_ 

land  an  Eagle  on  the  moon,  he        '*        ^: 

can  surely  keep  them  landing  on  the  earth.  8 

For  more  intormauon,  concact  the  George  Mil<sch  Sutton  Avian  Research  Center  Inc.,  RQ  Box  2007,  Bartlesville,  OK  74005,  (918)  3,^6-7778. 
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Rothschild's 
Wilbur  L.Ross  Jr. 
'^ouldljustas 
soon  do  it  anoth- 
er way?  Sure. 
But  it's  just 
not  our  job  to 
judge  the 
bondholders." 


got  no  special  treatment  in  cither  the 
Taj  or  the  ICC  deal.  The  icc  exchange 
offer  never  went  through,  though 
Ross  did  keep  his  $400,000  fee. 

Or  consider  this:  Ross  advises  the 
unsecured  creditors  of  Drexel  Burn- 
ham  Lambert,  which,  in  a  bit  of  poetic 
justice,  went  bankrupt  with  a  huge 
inventory  of  junk  bonds.  The  Drexel 
case  sometimes  puts  Ross  at  odds 
with  other  clients.  In  the  Eastern  Air 
Lines  bankruptcy'  Ross  represents  the 
preferred  stockholders,  whose  inter- 
ests are  opposed  to  those  of  Eastern's 
subordinated  debtholders — which 
include  Drexel. 

To  be  sure,  Ross  has  had  some 
great  successes.  In  Public  Service  of 
New  Hampshire  he  got  $300  million 
for  the  stockholders  even  though 
bondholders  didn't  get  all  of  their 
back  interest.  And  with  A.H.  Robins 
he  helped  shareholders  get  a  $900 


million  buvout  by  American  Home 
Products.  Latclv  his  deals  haven't 
been  going  so  well,  and  some  clients 
are  losing  patience.  Bank  of  New 
England  bondholders  are  seething 
over  their  representation  by  Ross, 
who  gambled  that  he  could  work  out 
a  recapitalization  with  bank  manage- 
ment before  federal  regulators  seized 
the  institution.  He  was  wrong.  In 
Januar\'  the  bank  went  into  receiver- 
ship. "It's  my  own  fault  for  relying  on 
the  management  and  not  enough  on 
self-help,"  says  Ross. 

Even  one  of  Ross'  favorite  cases, 
the  bankruptcy  of  Allegheny  Interna- 
tional, leaves  some  bondholders  un- 
happy. They  feel  that  the  company's 
assets,  including  a  titanium  producer, 
were  sold  too  cheaply. 

The  biggest  winners  in  Alleghe- 
ny— besides  Ross,  who  earned 
$130,000  a  month  for  nearlv  two 


years — were  not  the  bondholders  he 
represented  but  Japonica  Partners, 
controlled  by  Michael  Steinhardt  and 
Michael  Price.  Japonica  got  control  of 
the  $1  billion,  asset-rich  consumer 
products  company  for  a  mere  $120 
million  in  cash,  while  some  unsecured 
creditors  represented  by  Ross  got  just 
40  cents  on  the  dollar  for  their  paper. 
Ironicallv,  it  was  Ross  who  encour- 
aged Japonica  to  look  at  Allegheny. 
"Our  first  meeting  was  with  Wilbur, 
and  he  helped  arrange  our  access  [al- 
lowed by  the  courts]  to  confidential 
information,"  says  Michael  Letter- 
man  of  Japonica. 

And  how  does  Ross  explain  the 
quick  cures  that  he  is  cashing  in  on? 
"We  trv  wherever  we  can  to  go  for 
permanent  fixes  rather  than  patch 
jobs.  But,"  he  adds  with  a  sigh,  "you 
can  only  bargain  as  far  as  your  holders 
will  let  vou."  ^M 
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The  war  and  recession  couldn't  have  come 
at  a  worse  time  for  General  Motors.  But  this  year's 
red  ink  doesn't  mean  that  the  giant  automaker  isn't 
making  progress.  It  definitely  is. 

A  year  for  living 


By  Jerry  Flint 

General  Motors'  new  chairman, 
Robert  Stempel,  is  making  no  excuses 
these  days.  He  tells  Forbes:  "Let  me 
say  that  my  finely  tuned  plan,  which 
was  guaranteed  to  pick  up  a  tenth  of  a 
point  here  and  there — launching  new 
models,  putting  quality  on  the  road — 
is  eminently  good.  But  it  isn't  worth  a 
damn." 

Saddam  Hussein  and  recession  did 
in  the  Stempel  plan,  at  least  for  the 
early  part  of  1991.  Stempel  was 
counting  heavily  on  increased  sales 
volume,  and  with  a  war  and  recession 
the  extra  volume  just  wasn't  there. 

Look  for  GM  to  spout  red  ink  in  the 
first  half  of  1991. 

Seven  months  into  Stempcl's  reign 
at  the  auto  giant,  a  tough  new  labor 
contract  is  in  effect,  putting  every 
hourly  worker  on  a  permanent  pay- 
roll, pushing  labor  costs  up  12%  this 
year  in  the  U.S.  alone,  well  over  $1 
billion  extra.  A  contract  like  gm's  has 
an  upside  and  a  downside.  The  upside 
is  that  when  orders  pour  in,  GM 
doesn't  need  to  add  new  workers,  and 
unit  labor  costs  drop.  But  when  or- 
ders shrivel,  unit  labor  costs  spike 
upward.  All  gm  can  do  right  now  is 
beg  suppliers  to  trim  prices  and  pull 
back  some  spending.  The  dividend 
has  been  cut,  as  well  as  advertising  and 
the  capital  budget. 

Look  at  it  this  way:  The  economics 
of  the  auto  business  have  changed 
dramatically.  For  generations  it  was  a 
variable-cost  business.  If  business  was 
good,  you  added  workers.  If  business 
was  bad,  you  shed  them.  It  was  rela- 
tively easy  to  adjust  costs  to  sales 
volume  and  thus  make  money  even  in 


man-hours  to  18 — to  assemble  a  mid- 
size car,  at  $30-an-hour  labor  cost.  A 
GM  assembly  plant  would  employ 
3,000;  a  similar  Ford  plant,  2,500. 
Throw  in  preassembly  and  parts,  and 
it's  a  fair  guess  that  it  costs  gm  close  to 
$1,000  more  than  Ford  to  build  a 
similar  car. 

Those  extra  costs,  multiplied  by  the 
number  of  cars  GM  sells  in  the  U.S., 
better  than  3  million  last  year,  indicate 
the  size  of  the  problem. 

Stempcl's  battle  plan  focused  on 
two  key  problems — car  qualit)'  and 
costs — when  he  moved  up  from  the 
presidency  last  August.  He  thinks  he's 
getting  the  first  one  licked.  He  calls 
the  Buick  Park  Avenue,  an  extraordi- 


I 


GM  Chairman  Robert  Stempel 

"We've  got  to  push  through  this  thing  hard,  right  now." 


down  years.  No  longer. 

Can  GM  get  its  volume  up,  from  the 
current  35.5%  of  the  U.S.  market,  to 
get  the  leverage  working  in  its  favor 
again?  It's  going  to  be  tough.  There's 
enormous  competition:  25  compa- 
nies selling  cars  in  the  U.S.,  each 
determined  to  survive,  spending  wild- 
ly, billions  of  dollars  on  new  models, 
millions  in  advertising,  and  thousands 
of  dollars  in  rebates,  cheap  leases  and 
giveaway  fleet  deals.  It's  probably  safe 
to  say  that  no  carmaker,  the  Japanese 
included,  makes  money  here  today. 

In  a  situation  like  this,  how  would 
you  like  to  be  the  high-cost  producer.^ 
That's  Stempcl's  fate.  It  takes  GM 
about  50%  more  time  than  Ford — 27 


narily  handsome  $28,000  highway 
cruiser,  the  example  of  what  to  expect 
from  now  on.  Park  Avenue  sales  are 
running  34%  ahead  of  the  last  model 
year  with  no  rebates,  astounding  for  a 
GM  car;  with  better  quality  GM  can  cut 
back  on  rebates. 

There's  more  good  product  com- 
ing: The  company's  new  fiall-size  cars, 
like  Pontiac's  Bonneville,  smaller 
compacts  like  Pontiac's  Grand  Am,  all 
with  sister  models  at  Buick  and  Olds- 
mobile,  and  luxury  models  like  the 
Cadillac  Seville  and  Eldorado  will  roll 
oft^"  assembly  lines  in  the  next  six 
months,  gm  is  counting  heavily  on 
more  Park  Avenue-like  successes. 
Most  of  gm's  new  cars  have  been 
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disappointing,  if  not  flops,  like  Chc- 
v)^'s  four-door  utility  S  Blazer,  pointy- 
nosed  APV  (van)  and  rotund  Caprice. 
Until  the  Park  Avenue  clicked,  there 
had  not  been  one  hat-in-the-air  GM 
success — in  recent  memor\' — like 
Ford's  Taurus,  Chrysler's  Minivan  or 
Honda's  Accord. 

But  some  of  these  coming  models 
do  look  like  winners.  "For  the  first 
time  in  recent  years,  the  GM  dealers  are 
optimistic  about  the  product  pro- 
gram. They  feel  the  qualit}'  is  compet- 
itive with  anyone,  and  GM  more  re- 
sponsive in  protecting  market  share," 
says  Ronald  Glantz,  auto  analyst  at 
Dean  Witter. 

GM   engineering   is   beginning  to 


investment,"  says  Reuss. 

"Jack  handles.  They  used  to  be  dif- 
ferent in  all  of  our  vehicles.  Door 
hinges,  too.  There's  no  need  to  de- 
sign and  differentiate  between  door 
hinges,"  says  J.T.  Battenberg,  head 
of  the  Buick-Oldsmobile-Cadillac 
group.  He  has  fed  key  production 
men  from  Buick  Citv,  the  Flint,  Mich, 
plant,  one  of  gm's  best,  into  top  jobs 
at  plants  like  Hamtramck  and  Lake 
Orion,  Mich.  "They're  all  new  think- 
ers, steeped  in  just-in-time  and  the 
qualit)'  network,"  says  Battenberg. 

"We  have  pockets  of  [cost  efficien- 
cy] excellency  in  now,"  says  Reuss. 
"We're  going  to  be  making  the  pock- 
ets bigger." 


come  to  work  for  two  weeks,'  "  says  F. 
Alan  Smith,  executive  vice  president. 
"There's  a  thin  line  between  being 
humane  and  giving  the  store  away," 
argues  one  GM  man.  The  operating 
executives  are  caught  in  the  squeeze: 
Cut  costs  but  not  payroll.  And  don't 
look  for  the  dividend  to  return  to  its 
old  level  soon. 

With  all  this  there's  a  new  humility 
in  what  used  to  be  one  of  the  world's 
most  arrogant  and  ingrown  organiza- 
tions. F.  Alan  Smith:  "We  [the  pow- 
erfiil  seven-member  management 
committee]  used  to  meet  in  the 
boardroom  here.  We  sat  at  one  end  of 
a  big  table.  Now  we  meet  around  a 
circular  table  in  a  conference  room  in 


make  some  noise,  like  a  new  antiskid 
brake  system  coming  in  at  half  the  cost 
of  todays  version. 

Now,  how  about  the  other  major 
Stempel  goal — volume?  GM  had 
35.5%"  of  the  market  last  year,  hi 
January,  with  most  of  its  new  cars  still 
to  come  and  Saturn  just  warming  up, 
market  share  moved  to  36. 1%.  Push- 
ing to  37%  or  38%  is  not  out  of  the 
question  this  year. 

But  with  a  war  and  recession  on, 
that's  growing  market  share  in  a 
shrinking  market — not  much  help  to 
overall  volume. 

Meanwhile,  however,  GM  is  making 
progress  getting  those  costs  down. 
The  number  of  parts  on  the  front  and 
rear  of  the  '92  Cadillac  Seville  and 
Eldorado  will  be  45%  fewer  than  on 
the  previous  models,  says  GM  Presi- 
dent Lloyd  Reuss.  gm  is  reengineer- 
ing  its  lineup  into  basically  six  compo- 
nent sets,  which  means  fewer  of  every- 
thing— five  engine  families  instead  of 
nine,  three  ignition  systems  instead  of 
seven.  "You  get  quality.  You  get  cost 
improvement,  10%  piece  cost,  30% 


Jim  Harbour,  an  engineer  who  did 
some  of  the  original  studies  that 
showed  Detroit's  weakness  in  pro- 
ductivity, says,  "Those  new  midsize 
cars  coming  out  [  Pontiac  Bonneville, 
Buick  LeSabre,  Olds  88]  are  half  as 
difficult  to  assemble.  Within  five  years 
you  won't  believe  it." 

A  GM  designer  says:  "We  take  them 
apart.  The  Thunderbird  attaches  a 
door  panel  with  two  screws;  we  have 
1 5  clips,  like  a  Christmas  tree.  We've  a 
long  way  to  go." 

But  just  like  the  improvements  in 
the  qualit}'  and  marketability,  produc- 
tion efficiencies  are  washed  away  by 
lack  of  orders.  The  higher  fixed  costs 
simply  swallow  the  decrease  in  unit 
costs  until  volume  improves. 

GM,  in  effect,  put  300,000  hourly 
workers  on  a  permanent  payroll  and 
vowed  to  create  more  jobs  for  its  own 
people  by  making  more  parts  and 
components  in  its  own  plants. 

The  new  contract  is  tough,  but  it 
has  its  advantages.  "If  you're  going  to 
have  teamwork,  then  you  don't  walk 
in  one  da\'  and  say,  'Okay,  nobody 


Bob's  office."  Around  a  smaller  table, 
the  talk  is  different. 

Lloyd  Reuss,  president:  "We  spend 
less  and  less  time  here  at  central  office. 
We're  at  the  tech  center,  with  dealers, 
in  plants.  More  hands-on  operation, 
fewer  days  here  at  the  GM  Building." 

John  Midcilebrook,  manager  of 
Pontiac:  "There  is  a  lot  more  car 
consciousness  at  the  top.  Now  when 
there  is  a  lull  in  the  conversation,  they 
talk  cars." 

Smith,  executive  vice  president: 
"We're  in  the  process  of  getting  rid  of 
a  mentality  which  says  we  need  the 
right  things  to  catch  the  one  out  of 
1,000  people  who  is  going  to  chisel 
on  a  project,  turning  it  the  other  way 
to  enable  the  999  to  do  the  job  the 
best  way  they  can." 

Five  years,  guesses  Forbes.  It  will 
take  five  years  to  get  GM  back  to  sound 
profitability  in  the  U.S. 

Stempel  shoots  back:  "I  wish  I  had 
five  years.  .  .  .  If  we  just  lumber  along 
and  take  our  time,  man,  no  way. 
We've  got  to  push  through  this  thing 
hard,  right  now."  Hi 
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Among  the  unsung  heroes  of  the  Gulf  war 
are  the  people  who  run  the  Strategic 
Petroleum  Reserve.  They  deserve  a. 
bigger  role  in  stabilizing  the  price  of  oil. 

A  Federal 
Reserve 
for  oil 


By  James  Cook 

When  the  Ford  Administration  set 
up  the  Strategic  Petroleum  Reserve 
15  years  ago  as  a  sort  of  safet}'  net  in 
the  event  of  another  energy  shortage, 
critics  questioned  whether  the  reserve 
could  actually  deliver  its  reserves 
when  and  where  they  were  needed  in 
an  emergency.  The  Persian  Gulf  war 
has  answered  the  critics.  Not  by  the 
way  the  strategic  reserve  delivered 
physical  quantities  of  crude,  mind 
you,  but  in  a  much  more  sophisticated 
way:  by  effectively  managing  the  in- 
ternational oil  price. 

Here's  how  it  worked: 

On  the  eve  of  Saddam  Hussein's 
invasion  of  Kuwait  in  August,  the  oil 
price  shot  from  around  $20  a  barrel  to 
$30.  By  October  it  was  up  to  $41. 
Some  observers  predicted  prices 
would  rocket  past  $70  a  barrel  if 
shooting  broke  out. 

In  early  January  the  U.S.  Depart- 


ment of  Energ}',  which  oversees  the 
nation's  petroleum  reserve,  convinced 
the  20  other  members  of  the  Interna- 
tional Energy  Agency  to  open  up 
their  own  strategic  petroleum  re- 
serves. Then,  four  hours  after  the  first 
Allied  Forces  bombers  flew  into  Iraq 
and  with  the  price  of  oil  hovering 
above  $40  a  barrel,  the  Energy  De- 
partment announced  that  it  would 
auction  off  33  million  barrels  of  oil 
over  a  30-day  period.  With  that  sale 
overhanging  the  market — and  as  the 
Allies'  military  victories  multiplied — 
the  price  began  to  come  down  once 
again.  Within  24  hours  it  had  settled 
back  at  around  $20.  Then,  within  two 
weeks,  the  Department  cut  its 
planned  sale  in  half. 

The  SPR  oil  will  probably  go  for 
around  $20,  well  below  the  $27  at 
which  the  crude  is  carried  in  the  re- 
serve. But  no  one  could  reasonably 
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Stored  in  salt 
domes  on  the 
Gulf  Coast,  our 
petroleum  reserve 
moves  by  pipeline 
and  tanker  to  re- 
finery markets. 
But  if  the  petro- 
leum reserve  acts 
more  like  the 
Federal  Reserve, 
the  oil  needn't 
move  at  all. 


begrudge  the  Energy  Department  the 
$100  million  or  so  it  would  lose  at 
such  prices.  Besides,  the  proceeds 
from  the  sale  would  go  toward  buying 
the  oil  back  for  the  reserve,  presum- 
ably at  lower  average  prices. 

Philip  K.  Verleger  Jr.,  a  visiting 
fellow  at  Washington's  Institute  for 
International  Economics  and  a  con- 
sultant to  Charles  River  Associates, 
expects  oil  prices  to  head  lower.  The 
Saudis,  he  argues,  will  keep  produc- 
tion high  and  prices  low  to  help  the 
Bush  Administration  end  the  reces- 
sion and  win  the  1992  election.  Every 
$10  drop  in  oil's  price,  figures  Ver- 
leger, means  $60  billion  in  energy 
savings  for  the  U.S.  economy,  so  that 
by  helping  knock  the  price  of  oil  from 
$40  to  $20  the  Department  of  Energy 
has  freed  up  a  prospective  $120  bil- 
lion a  year  in  extra  purchasing  power. 

"Had  we  sold  oil  from  the  reserve  in 
August  at  the  time  of  the  Kuwait 
invasion,"  says  Verleger,  "we  proba- 
bly could  have  cut  the  decline  in  GNP 
in  the  fourth  quarter  from  2.1%  to 
maybe  1%,  maybe  less." 

Encouraged  by  the  SPR's  success, 
Verleger  and  many  other  energy  ex- 
perts would  like  to  see  the  DOE  set  up  a 
trading  arm  to  intervene  if  necessary 
whenever  the  oil  market  is  roiled. 
They  see  the  DOE's  traders  acting  to 
stabilize  the  price  of  oil,  just  ats  the 
Federal  Reserve  intervenes  to  stabi- 
lize, say,  the  dollar. 

How  would  the  system  work?  "The 
SPR  people  would  notify  prospective 
buyers  electronically  that  they're  sell- 
ing oil  for  delivery  three  weeks  hence 
and  that  bids  are  due  in  an  hour," 
explains  Verleger.  "With  that  sort  of 
system  in  place  the  night  war  broke 
out,  the  DOE  could  have  started  selling 
between  $32  and  $40  when  people 
were  buying.  As  word  of  the  interven- 
tion got  around,  prices  would  have 
collapsed.  They  could  have  bought 
the  oil  back  at  $20.  They  wouldn't 
have  had  to  pump  a  single  barrel  out 
of  the  reserve  and  they  would  have 
made  money. 

"What  we  need  the  reserves  for," 
Verleger  adds,  "is  to  deal  with  the 
transitory  shortage  situation,  such  as 
the  Exxon  Valdez  spill  [when  prices 
spiked  upward].  Given  the  vulnera- 
bility of  the  international  oil  system, 
the  reserve  could  be  very  usehil."  It 
already  has  been.  ^ 
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...  as  a  major  force  in  real  estate  and  hotels. 

Canadian  Pacific  has  been  in  the  hotel  business  for  more  than  100  years. 
Today,  through  our  subsidiary  Canadian  Pacific  Hotels  &  Resorts,  we 
operate  one  of  the  largest  hotel  chains  in  North  America.  It  includes 
85  hotels  with  28,000  rooms  in  23  states  and  eight  provinces. 

In  Canada,  we  have  a  dominant  position  in  the  western  resort  market 
and  are  well  positioned  In  important  city  center  markets  across  the 
country.  In  the  United  States,  our  recently-acquired  Doubletree  and 
Compri  hotels  have  built  a  nationwide  reputation  for  quality  and  service. 

In  addition,  Marathon  Realty,  our  real  estate  company,  has  27  million 
square  feet  of  leasable  space  In  shopping  centers,  office,  industrial 
and  aviation  buildings  across  North  America. 

Real  Estate  and  Hotels — just  one  of  the  valuable  assets  that  makes 
Canadian  Pacific  Limited  a  name  worth  remembering. 


Transportation  and  Waste  Services  •  Energy  •  Forest  Products  •  Real  Estate  and  Hotels  •  Telecommunications  and  Manufacturing 


Canadian  Pacific  Limited 


What's  an  oilman  doing  busting  into  the  banking 
business?  Count  on  it:  Oklahoma's  George  Kaiser  knows 
what  he  is  doing. 

Shrewd  Sooner 


By  William  P.  Barrett 

Scarcely  known  until  recently  out- 
side his  native  Tulsa,  George  B.  Kai- 
ser is  a  powerful  figure  in  the  clubby 
world  of  Oklahoma  oilmen.  A  loner, 
he's  also  a  bit  feared  for  his  seven-day 
workweek,  a  rapid-fire  speaking  man- 
ner and  his  ferocious  attention  to 
detail.  Says  one  rival  who  has  faced 
Kaiser  across  the  table,  "If  you  don't 
do  your  homework,  you  will  be  out- 
maneuvered  \'en,'  quickly." 

This  concentrated  shrewdness  has 
built  his  100%-owned  Kaiser-Francis 
Oil  Co.  into  the  largest  privately 
owned  gas  producer  in  a  major  gas- 
producing  state.  He  also  is  about  to 
become  one  of  Oklahoma's  top  bank- 
ers. During  two  decades  of  wheeling 
and  dealing  both  in  and  out  of  energ)'. 
Kaiser  has  amassed  a  family  fortune 
Forbes  estimates  at  more  than  $300 
million.  At  48,  he's  just  hitting  his 
stride. 

Much  of  his  success  is  owed  to  a 
keen  assessment  of  risk  and  his  will- 
ingness, indeed  insistence,  on  buck- 
ing conventional  thinking  in  a  brutal, 
cyclical  business  that  has  ruined  many 
rivals.  "I  love  deals  when  people  on 
the  other  side  are  using  rules  of 
tliumb,"  Kaiser  says.  "That  means 
the}''re  not  doing  the  analysis." 

He  will  as  quicklv  sell  an  asset  as 
buy  one.  From  1979  to  1982,  for 
example,  when  everybody  wanted  to 
get  into  energy — driving  up  asset 
prices — Kaiser  sold  $90  million 
worth  of  oil  and  gas  properties.  The 
resultiiig  price  bust  vindicated  the 
strategy.  Says  Kaiser,  "We  have  no 
pride  c?f  ownership.  You  can't  be 
emotic  '  " 

Kais.  »nd-generation  oil- 

man. Hi  .i  w  ytr  iather,  Herman,  fled 
Nazi  Gerinanv  in  1938  for  Tulsa, 
where  relatiw  .  j  set  up  Francis  Oil 
&  Gas  Inc.  Aiu^  the  war,  Herman 
brokered  the  sale  rf  oilfield  pipe  from 
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rebuilding  German  companies  to 
U.S.  firms.  He  got  into  the  drilling 
business  in  1949,  first  finding  oil  in 
western  Kansas.  Herman's  businesses 
graduallv  merged  with  those  of  Fran- 
cis Oil.  George  took  over  Kaiser- 
Francis  in  1969 — onlv  three  years  af- 
ter getting  out  of  Harxard  Business 
School.  At  the  time  the  company  had 
only  10  employees.  Today  it  has  340 
and  annual  revenues  probablv  top- 
ping $100  million. 

Lacking  the  resources  of  the  na- 
tional encrg}'  companies.  Kaiser  looks 
for  complex  deals  involving  small, 
ofi:en  distressed  natural  gas  properties 
close  to  home  where  he  can  out- 
research  the  competition.  He  haunts 
bankruptcy  courts  looking  for  assets 
buvable  at  a  discount.  Keen  knowl- 
edge of  the  tax  code  helps  him  outbid 
rivals,  too.  Last  year  Kaiser's  winning 
$38  million  bid  for  bankrupt  mgf  Inc. 
came  afi:er  he  spotted  a  way  to  pre- 
ser\'e  some  of  the  companv's  tax 
benefits. 

Kaiser  has  also  learned  that  the 


George  B.  Kaiser  in  his  Tulsa  office 
"We  have  no  pride  of  ownership. 
You  cant  be  emotional." 


highest-paid  employees  are  oftien  the 
cheapest  in  the  long  run.  To  make 
sure  he  gets  the  best.  Kaiser  cuts 
emplovees  in  for  pieces  of  virtually  all 
his  deals.  In  a  speech,  he  once  de- 
scribed his  employment  policies: 
"Hire  and  retain  entrepreneurs  and 
harness  and  direct  their  greed." 

Sure,  he  has  made  his  share  of 
mistakes.  He  bought  $11  million  of 
rigs  in  1981  just  before  the  bottom 
fell  out  of  the  oil  business,  taking  a  $5 
million  hit.  And  his  family  dropped 
about  $3  million  when  a  2.7%  stock 
stake  in  Tulsa-based  BancOklahoma 
Corp.,  parent  of  Bank  of  Oklalioma, 
the  state's  largest  bank,  all  but  van-, 
ished  in  a  1986  federal  bailout. 

But  the  latter  investment  may  yet 
pay  off:  Kaiser  is  about  to  close  a  deal 
to  buv  the  bank  holding  company 
(assets,  $1.8  billion)  from  the  Federal 
Deposit  Insurance  Corp.  for  $(51  mil- 
lion plus  $10  million  of  new  capital. 
He  bested  other  bidders  offering 
more  by  agreeing  to  buy  without  an 
option  to  stick  the  FDic  with  any 
assets  that  turn  out  bad.  A  $71  million 
gamble?  Mavbe,  but  with  his  reputa- 
tion for  doing  his  homework,  you  can 
bet  Kaiser  knew  what  he  was  buying. 

He  sat  on  BancOklahoma's  board 
from  1980  until  early  last  year.  After 
the  bailout  he  chaired  the  audit  com- 
mittee, giving  him  insight  into  the 
bank's  problems — the  kind  of  local 
informational  advantage  he  likes.  Kai- 
ser, who  has  a  high  tolerance  for 
measured  risk,  decided  that  the  exist- 
ing loss  reserves  of  $58  million  would 
cover  the  $90  million  in  troubled 
loans  and  repossessed  property. 

The  pending  bank  purchase  has 
forced  some  publicity  upon  the  nor- 
mallv  very  private  Kaiser.  So  has  his 
"hobby":  chairing  the  Oklahoma 
State  Regents  for  Higher  Education. 
In  this  position  he  incurred  the  wrath 
of  many  college  sports  fanatics  by 
pushing  through  a  rule  requiring  a 
minimum  grade-point  average  from 
all  students  in  public  institutions,  in- 
cluding athletes. 

But  at  least  no  one  is  likely  to  accuse 
Kaiser  of  wretched  excess  or  flamboy- 
ant living.  He  lives  fairly  modestly, 
driving  a  car  with  a  cracked  wind- 
shield and  working  out  of  a  nonde- 
script building.  He's  clearly  a  man 
who  enjoys  business  for  its  own  sake, 
not  just  for  what  it  will  buy  him.    WM 
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lb  find  a  more  popular  way  to  fight 
taxes  than  our  investment, you  have  to 
go  back  a  long  way. 


©  Wyi  Merrill  Lynch,  Pit-rce,  Fenner  &  Smith  Inc.  Member  SIPC 


To  start  saving  on  next  year's  taxes,  a  Municipal  Investment  Trust  may  be  just  your  cup  of  tea.  And  you 
won't  have  to  go  to  the  extremes  the  colonists  did  back  in  1773.  Because  with  these  investments  you  have  a 
simple  way  to  avoid  paying  high  federal  taxes  f  We  also  offer  Series  that  are  exempt  from  certain  state  and  local 
taxes,  depending  on  where  you  live.  Our  trusts  have  been  sold  for  over  20  years  and  currently  hold  nearly  $22 

billion  in  municipal  bonds.  We're  now  offering  our  507th  Monthly 
Payment  Series  and  have  many  more  planned  for  the  future.  You 
can  invest  in  one  of  these  diversified  portfolios  and  receive  regular 
tax-free  income  with  a  minimum  of  only  about  $1000.  It's  not  every  day  such  a  powerful  weapon  against  taxes 
comes  along.  A  free  prospectus  containing  more  complete  information,  including  all  charges  and  expenses,  is 
available.  Read  the  prospectus  carefully  before  you  invest  or  send  money.  liil^KKlll   I  %#r\^^l^ 

*Incc)me  may  be  subject  to  state  and  local  taxes.  I  W  1^71  I  III     l^^nf  i  l^^l   I 

Shearson  Lehman  Brothers  •  Prudential -Bache  Securities  •  Dean  Witter  •  PaineWebber 


For  more  information  call 
1-800-223-0509,  ext.  598. 
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The  Clean  Air  Act  means  higher  costs  for  many  utilities 
and  higher  rates  for  their  customers.  It  also  means  big 
revenue  gains  for  coal-carrying  railroads. 

Rain  from 


heaven 


By  James  Cook 

Passage  of  the  Clean  Air  Act  meant  cific  in  the  West,  the  Norfolk  South- 
major  problems  for  the  coal  and  utili-  crn,  CSX,  and  Conrail  in  the  East, 
ty  intiustries  but  offers  a  hea\'en-scnt  As  part  of  their  efforts  to  meet  the 
opportunit)'  to  coal-carr\'ing  rail-  Clean  Air  Act's  sulfur  dioxide  emis- 
roads — Burlington  Northern,  Chica-  sions  standards,  which  are  meant  to 
go  &  North  Western  and  Union  Pa-  lessen  the  dangers  of  acid  rain,  a  sub- 


Ui  null  Pacific  coal  train  out  of  Wyomn  ig  i>  ruwuci  rAivei  Ddb 

Clean  air  means  more  tons  for  the  rails. 


Where  the  coal  is 
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Except  for  a 
pocket  in  Appala- 
chia,  the  bulk  of 
the  U.S.'  low- 
sulfur  coal  is  in 
the  West,  far  from 
the  big  utilities 
in  the  East  and 
Midwest.  Re- 
sult: a  prospective 
boom  for  the 
railroads. 
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stantial  number  of  electric  utilities 
face  two  costh'  choices.  They  can  in- 
stall scrubbers  to  catch  emissions  as 
the)'  come  out  of  the  power  plant's 
stack.  Or  they  can  substitute  low- 
sulfiir  coal  for  at  least  a  portion  of  the 
millic:)ns  of  tons  of  high-sulfur  coal 
they  burn  even'  year.  To  the  extent  the 
utilities  switch,  the\'  will  bring  new 
business  to  the  railroads  that  serve 
areas  with  low-sulfur  coal  deposits. 

Just  how  much  fiiel  switching  de- 
velops will  depend  on  a  peculiar  blend 
of  economics,  regulations  and  poli- 
tics, but  in  many  instances  fuel  switch- 
ing is  certain  to  prove  more  attractive 
than  scrubbing.  It  will  cost  $235  mil-  ■ 
lion  to  add  scrubbers  to  one  1,300- 
megawatt  power  plant,  for  instance, 
but  only  $125  million  to  switch  to 
low-sulfur  coal.  Even  so,  the  Edison 
Electric  Institute  expects  the  industry 
to  retrofit  no  fewer  than  96  plants  by 
2000.  Total  Cost:  $18.8  billion. 

Richard  L.  Lawson,  president  of 
the  National  Coal  Association,  guess- 
es that  something  like  40  million  to 
100  million  tons  of  annual  high-sul- 
fur coal  production  is  at  risk.  Most  of 
it  is  in  states  like  Ohio,  Indiana  and 
Illinois,  where  the  power  plants  draw 
on  local  mines  for  their  fuel.  Loss  of 
this  production  will  create  problems 
for  some  coal  companies  but  .won't 
much  hurt  the  railroads,  since  this 
coal  rarely  travels  far. 

There  are  substantial  low-sulfiir  re- 
serves in  Kentucky,  Virginia  and 
West  Virginia,  and,  wherever  possi- 
ble, the  eastern  utilities  are  certain  to 
reach  for  supplies  there.  But  these 
reserves,  according  to  Robert  A. 
Beck,  a  director  of  the  Edison  Electric 
Institute,  arc  unlikely  to  be  enough, 
and  so  the  utilities  will  be  forced  to 
look  to  the  West  and  the  Powder 
River  Basin  of  Wyoming  and  Mon- 
tana, where  the  bulk  of  the  nation's 
low-sulfur  coal  is  concentrated.  To 
get  where  it  is  needed,  this  coal  will 
ha\'e  to  travel  long  distances  by  rail. 

Cheaper  to  produce  because  the 
mines  are  on  the  surface  rather  than 
underground,  western  low-sulhjr 
coal  sells  for  maybe  $5  a  ton,  versus 
$25  or  more  for  eastern  coal.  Why 
haven't  utilities  switched  to  this 
cheaper  coal  before?  Because  in  most 
states  east  of  the  Mississippi,  this  pro- 
duction cost  advantage  has  been  more 
than  offset  by  the  high  cost  of  bring- 
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Our  copiers  are  designed  from  a  different  point  of  view. 


At  Canon, we  approach  copying  from  a 
different  perspective.  Yours. 

You  wanted  copiers  that  combine  qual- 
ity and  performance.  We  gave  you  that,  along 
with  superior  technology  and  a  design  that 
makes  them  remarkably  easy  to  use. 

Because  different  work  environments  have 
different  needs, we  designed  a  copier  line  that's 
more  than  just  the  industry's  largest,  it's  the 
most  varied.  Our  models  range  from  com- 


pact desk-top  units  to  high-speed  copying  sys- 
tems to  the  most  advanced  digital  full  color 
copying  available. 
■•       And  to  keep  your  business  productive, 
we  developed  a  wide  variety  of  feeding  and 
finishing  options  as  well  as  faster  copy  speeds. 

In  short,  before  any  Canon  copier  is  de- 
signed by  us,  it's  designed  by  you.  It's  no  wonder 
we're  America's  most  popular  copier.  For  in- 
The  choice  is  Canon,    formation,  call  toll-free  l-800-OK-CANON. 
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Railroads 

ing  the  coal  to  market. 

But,  with  the  new  pollution  con- 
trols, all  tliat  is  changing.  To  the  cost 
of  using  the  high-sulfur  coal,  utilities 
will  have  to  add  the  cost  of  scrubbers 
or  other  cxpensi\'e  compliance  strate- 
gies, and  this  changes  the  economics. 
Last  fall  Atlanta's  Southern  Co.  began 
soliciting  bids  for  low-sulflir  coal  to 
supply  its  huge  Scherer  generating 
plant  near  Macon,  Ga.,  and  the  bids 
have  been  coming  in  from  Powder 
River  producers  2,000  miles  to  the 
west  as  well  as  from  eastern  producers 
onlv  300  miles  to  the  north.  Accord- 
ing to  the  National  Coal  Association, 
the  delivered  price  of  Powder  River 
coal — fuel  plus  transportation — now 
averages  SI. 30  for  1  million  British 
thermal  units  versus  $1.60  to  SI. 70 
for  eastern  low-sulhir  coal  and  $1.35 
to  $1.55  for  high-sulfur  coal.  With 
prices  like  that,  western  coals  will  win 
a  place  in  the  eastern  market. 

This  price  adxantage  promises  a  big 
payoff  for  the  nation's  railroads.  Con- 
rail,  CSX  and  Norfolk  Southern  should 
cash  in  whatever  happens,  whether 
the  demand  shifts  from  high-sulfur  to 
low-sulfur  coals,  from  eastern  to  west- 
ern coals.  Nor  is  that  all.  To  the  extent 
they  lose  the  U.S.  utilit\'  market,  pro- 
ducers of  high-sulfur  coal  will  seek  to 
sell  abroad,  and  the  railroads  will 
move  the  export  coal  to  the  seaports. 

The  potential  for  the  railroads  is 
larger  than  it  looks.  Low-sulfur  west- 
ern coals  have  only  two-thirds  the  Btu 
content  of  those  from  the  East.  Thus 
every  10  tons  of  eastern  high-sulfur 
coal  demand  diverted  to  the  West 
translates  into  demand  for  roughly  15 
tons  of  low-sulftir  coal. 

"Volumes  are  tough  to  evaluate," 
says  Henrv  Arms,  assistant  vice  presi- 
dent of  Union  Pacific,  "but  high  side 
the^'^re  talking  about  125  million  tons 
moving  back  east  by  2000."  UP  is 
among  the  optimists.  To  handle  such 
volume,  UP  is  spending  $70  million 
this  year  as  part  of  a  potential  five- 
year,  $250  million  program. 

I'hc  upsurge  for  the  railroads  has 
already  begun.  Though  business  in 
general  was  off  because  of  the  reces- 
sion, up's  coal  revenue  was  up  8%  last 
year,  bn's  5.5%,  Norfolk  Southern's 
nearly  8%,  and  csx's  5%.  The  best  is 
yet  to  come.  The  railroads'  total  coal 
tonnage  could  rise  a  good  20%  or 
more  by  the  end  of  the  ccntur)'.     WM 


For  decades,  the  coal  industry  has  disappointed 
investors.  New  technology,  the  Iraq  war  and  the  collapse 
of  socialism  in  Eastern  Europe  may  change  that. 

Goal  comes 
into  its  own 


By  James  Cook 


Twenty  years  ago  the  coal  industry 
was  forecasting  a  billion  tons  of  pro- 
duction bv  1980,  a  two-thirds  gain  in 
a  decade.  It  took  twice  as  long  as 
predicted — until  1990 — to  reach  that 
goal.  But  the  nation  is  running  low  on 
oil,  vet  still  has  plenrv  of  coal.  Thus 
coal's  time  ma\'  finally  be  at  hand.  If 
Dick  Lawson,  president  of  the  Na- 
tional Coal  Association,  is  right,  1990 
could  mark  the  beginning  of  a  long, 
and  long  oxerdue,  upswing  in  the 
industr\''s  prosperity. 

Domestic  demand,  Lawson  points 
out,  has  been  growing  between  2.5% 
and  3%  a  vear,  export  demand  be- 
tween 5%  and  8%.  "We've  had  that 
kind  of  growth  for  the  last  four  years," 
he  says,  "and  we're  going  to  project 
that  for  1991,  with  mavbe  some  drop 
in  demand  because  of  the  recession." 
In  the  U.S.  it's  the  need  for  low-sulfur 
coal  that's  been  powering  much  of  the 
demand.  Oxerseas  it  is  the  opening  up 
of  long- protected  markets  to  U.S. 
competition. 

Eastern  Germany,  for  instance.  By 
Dec.  31,  1995  eastern  Germany  will 
have  to  meet  western  Germany's  rigid 
enx'ironmental  restrictions,  and  it 
can't  do  it  with  its  own  highly  pollut- 
ing brown  coal.  There's  a  nice  new 
market  for  U.S.  coal.  Elsewhere  in 
Eastern  Europe,  the  opportunities 
seem  equally  dramatic  if  the  money  is 
available.  And  in  Britain,  the  privati- 
zation of  the  electric  power  industrv' 
promises  to  open  that  market  to  out- 
side competition  for  the  first  time. 

The  U.S.  is  not  onlv  rich  in  coal  but 
also  knows  better  than  anyone  else 
how  to  produce  it  efficiently.  Poland, 
for  instance,  will  need  760,000  min- 
ers to  produce  153  million  tons  of 


National  Coal's  Dick  Lawson 
Preparing  for  boom  times. 


coal  this  year.  The  U.S.  will  produce 
over  a  billion  tons  with  only  1 35,000. 

Even  more  important,  coal  is  on  the 
verge  of  becoming  part  of  the  solution 
to  the  world's  environmental  problem 
rather  than  one  of  its  causes.  Low- 
sulflir  coal  is  already  helping  the  elec- 
tric power  industry  solve  its  problem 
with  emissions,  and  except  for  the 
carbon  dioxide  involved  in  the  com- 
bustion of  any  fossil  ftiels,  clean  coal 
technologies  could  eliminate  the 
emissions  problems  almost  entirely. 
Pressurized  fluidized-bed  combus- 
tion and  coal  gasification  are  nearing 
the  commercial  stage,  and  should 
moN'c  to  market  in  the  late  Nineties. 

U.S.  coal  men  haxe  long  liked  to 
think  of  the  U.S.  as  the  Saudi  Arabia 
of  coal.  We  may  be  on  the  brink  of 
achieving  that  status.  Savs  Dick  Law- 
son:  "There  is  an  enormous  market 
out  there  to  be  turned  on."  ^M 
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A  Truly 
Distinguished 
Appraiser  Must  Have  an 
Equally  Distinguished 
Heritage. 

The  Appraisal  Institute  is  the  result  of  the  unification  of  the 
appraisal  profession's  most  respected  organizations:  the 
American  Institute  of  Real  Estate  Appraisers  and  the 
Society  of  Real  Estate  Appraisers.  Although  newly  formed, 
the  Appraisal  Institute  draws  on  over  a  century  of  combined 
experience  fostering  the  highest  standards  in  the  field  of 
real  estate  appraising. 

With  the  many  changes  in  today's  appraisal  industry,  it  is  vital 
that  investors  and  homeowners  readily  identify  the  professional 
membership  designations  of  Appraisal  Institute  members.  The 
Appraisal  Institute  confers  the  MAI  and  SRA  membership 
designations.  Current  members  may  also  hold  the  SREA,  SRFA 
or  RM  membership  designations. 

Tb  determine  the  true  value  of  your  property  with  long-range 
perspective  and  opportunities  that  may  not  be  clear 
to  less  qualified  appraisers,  hire  a  member  of  the 
Appraisal  Institute  Check  the  Yellow  Pages  for 
Appraisal  Institute  members  in  your  area  or  call 
toll  free  1-800-331-7732  for  your  free  copy  of 
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When  Blount  inc.'s  construction  business 
faltered,  founder  Red  Blount  turned 
to  an  outsider.  A  wise  move. 


Father  still  knows  best 


By  William  P.  Barrett 

"It  was  painful."  That  is  how 
Blount  Inc.  founder  and  Chairman 
Winton  (Red)  Blount  describes  his 
decision  to  bypass  his  son,  Winton 
Blount  III,  and  turn  the  company 
over  to  an  outsider,  former  Cessna 
Aircraft  chief  executive  R.  William 
Van  Sant.  Four  years  ago,  Blount 
(pronounced  blunt)  hired  Van  Sant  as 
his  president.  The  younger  Blount, 
then  vice  chairman,  subsequently  left 
the  company  and  is  now  pursuing  his 
own  business  ventures.  Three  months 
ago  Van  Sant  succeeded  Red  Blount 
as  chief  executive. 

If  Red  Blount's  decision  was  pain- 
fiil,  it  was  also  necessary.  And  it  seems 
to  be  having  salutary  results. 


Red  Blount,  who  is  now  70,  got 
into  business  in  1946  by  buying  some 
cheap  military'  surplus  equipment  and 
building  fish  ponds  in  his  native  Ala- 
bama. From  its  Montgomery'  head- 
quarters, Blount  Inc.  developed  over 
the  years  into  a  general  construction 
firm.  It  mixed  basic  institutional 
work — highwavs,  hospitals  and  office 
buildings,  for  example — with  big, 
one-of-a-kind  projects  like  the  New 
Orleans  Superdome  and  the  NASA 
launching  pad  that  was  used  for  Neil 
Armstrong's  historic  moon  mission. 
Politically  adept.  Red  Blount  himself 
served  a  stint  as  Richard  Nixon's  post- 
master general. 

In  the  mid-1980s,  however,  Blount 


Inc.  stumbled.  It  used  aggressive 
fixed-price  bidding  to  add  a  lot  of 
business  quickly.  Blount  got  the  con- 
tracts, all  right,  but  at  margins  that  left 
little  room  for  the  unpleasant  sur- 
prises that  are  the  norm  in  construc- 
tion. Result:  a  string  of  low-  or  no- 
profit  jobs  the  company  is  still  work- 
ing through.  In  the  process  Blount's 
debt  ballooned  from  $35  million  to 
$252  million.  Despite  having  been 
pared  to  $  109  million,  the  debt  is  still 
a  high  69%  of  equity. 

Worst  of  all,  Blount's  overhead 
swelled.  This  allowed  leaner  competi- 
tors to  win  bread-and-butter  con- 
tracts, reducing  the  company's  all- 
important  backlog,  the  amount  of 
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uncompleted  work  under  contract. 
"WeVe  had  an  astounding  string  of 
second-lowest  bids,"  Red  Blount  says 
ruefully. 

Accordingly,  the  compan\''s  core 
construction  business  has  shrunk  by 
50%  in  the  past  several  years  and  is 
currently  losing  money.  This  in  turn 
has  put  pressure  on  Blount's  manufac- 
turing units — chain  saw  blades,  lawn 
mowers,  ammunition,  timber-mov- 
ing equipment — which  account  for 
about  half  of  revenues  and,  now,  all  of 
the  company's  operating  profits. 

Earlv  retirement  of  debt  produced 
some  income.  Even  so,  earnings  for 
the  fiscal  year  ending  Feb.  28  are 
expected  to  fall  about  70%,  to  around 
$6.7  million,  or  55  cents  a  share,  on 
revenues  of  maybe  $700  million.  The 
company's  12  million  common  shares 
recently  traded  on  the  American 
Stock  Exchange  at  around  9  each,  half 
their  level  of  a  few  vears  ago  and  a 
hefty  36%  below  book  \alue.  (The 
Blount  family  has  59%  of  the  equit\' 
and  83%  of  the  votes.) 

The  picture  is  dark  but  likelv  to 
brighten.  A  turnaround  is  already  un- 
der way.  A  mechanical  engineer  by 
training,  the  52-year-old  Van  Sant 


Blount  Inc.  Chairman 
Red  Blount  (left) 
and  new  Chief  Executive 
William  Van  Sant 
Any  contracts  to  help 
rebuild  war-ravaged 
Kuwait  would  only 
enhance  a  promising 
turnaround  already 
in  its  early  phases. 


has  closed  most  field  ofi^lces  and  pared 
construction-division  o\'erhead  bv 
40%.  Blount  Inc.  is  now  bidding  on 
twice  as  man\'  projects  as  before — but 
only  in  areas  in  which  it  has  experi- 
ence, such  as  jails  and  light  manufac- 
turing facilities.  ''We  used  to  be  all 
things  to  all  people,"  Van  Sant  says. 
''Now  we  pla\'  to  our  strengths." 

Van  Sant  savs  that  Blount's  manu- 
facturing revenues  will  rise  to  70%  of 
total  sales  within  a  few  vears.  He  has 
sold  Blount's  Washington  Steel  C^o. 
and  bought  Dixon  Industries  Inc., 
which  makes  Dixon  riding  lawn 
mowers.  Van  Sant  savs  he  hopes  to 
expand  manufacturing  through  a 
combination  of  acquisitions  and  the 


introduction  of  new  products  that  can 
be  sold  through  Blount's  existing  dis- 
tribution channels. 

One  construction  office  Van  Sant 
has  not  closed  is  Blount's  office  in 
Rivadh,  Saudi  Arabia.  It  dates  from 
the  1970s,  w  hen  Blount  built  the  $1 .8 
billion  King  Saud  University  and  sev- 
eral other  projects.  So  it's  not  surpris- 
ing that  Blount  is  popping  up  on  lists 
of  U.S.  companies  considered  likely 
to  get  big  pieces  of  the  action  rebuild- 
ing Kuwait.  Van  Sant  and  Blount  will 
sa\'  onlv  that  thev  are  pitching  hard 
for  the  business.  In  cnher  words,  any 
new  Middle  East  contracts  would 
onlv  enhance  a  turnaround  already  in 
its  early  phases.  Hi 


To  sleep  like  a  baby.  It's  everyone's  dream. 

Unfortunately,  when  you  find  out  how 
much  things  cost,  it's  hard  to  do. 

When  you  work  hard  all  day,  you  shouldn't 
have  to  lose  sleep  worrying  about  your 
investments. 

Ask  your  financial  representative  about 
the  investment  products  of  Kemper 
Financial  Services. 

You'll  sleep  better. 

•  Kemper  Money  Market  Fund 

•  Kemper  Mutual  Funds 

•  Kemper  Tax- Advantaged  Insurance 

For  more  complete  information  about  these 
investment  products  including  charges  and  expenses 
obtain  piospcctuses  by  calling  1-800-621-1048. 
Read  them  cdtetully  before  you  invest  or  send 
money.  Insurance  products  issued  by  Kemper 
Investois  Life  Insurance  Company. 
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With  its  200,000  subscribers  and  800,000  readers. 
Vision  magazine  is  the  most  powerful  medium  for 
communicating  with  Latin  America's  ehte. 
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You  have  to  have  it. 

Source:  INRA  -  Vision  Readers'  Profile,  December,  1989. 

For  complete  advertising  and  marketing  information,  call  or  contact 
Vision  Inc.,  310  Madison  Ave.,  Suite  14121,  New  York,  New  York  10017.  (212)  953-1308,  Fax  (212)953-1619. 
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In  the  race  to  supply  automotive  airbags, 
TRW  Inc.  is  bigger  and  spends  more, 
but  Morton  International  is  ahead.  So  far. 

Nothing  is 
in  the  bag 


By  Marcia  Berss 

Airbags,  already  a  boost  to  the 
otherwise  moribund  auto  parts  busi- 
ness, will  be  standard  in  most  new  cars 
by  1994.  In  terms  of  market  share,  the 
business  is  currently  split  evenly  be- 
tween Cleveland's  trw  Inc.  (1990 
sales,  $8.2  billion)  and  Chicago- 
based  Morton  International  ($1.6  bil- 
lion). But  Morton  has  all  the  profits. 
Last  year  it  earned  $15  million  on 
$163  million  in  airbag  sales,  trw  lost 
money,  and  may  lose  more  money  this 
year,  too. 

TRW  should  have  had  a  big  head 
start.  Half  its  business  is  supplying 
automakers  items  like  steering  sys- 
tems and  seat  belts.  And  it  is  spending 
$  1 .50  for  ever}'  $  1  Morton  spends  on 
airbag  capital  outlays.  Morton,  a  spe- 
cialty chemical  firm,  has  little  automo- 
tive parts  expertise. 

What  has  trw  done  wrong?  What 
did  Morton  do  right? 

TRW  makes  all  four  parts  of  an 
airbag:  sensors,  to  detect  a  crash; 
diagnostics,  which  signal  when  to  in- 
flate the  bag;  the  inflator,  which  burns 
sodium  azide  to  produce  nitrogen, 
inflating  the  bag;  and  the  module  that 
houses  the  contraption.  By  contrast, 
Morton  makes  only  inflators  and 
modules. 

The  difference  is  important  because 
most  car  companies,  it  turns  out, 
don't  buy  entire  airbag  systems.  Gen- 
eral Motors  makes  its  own  sensors  and 
diagnostics,  which  account  for  about 
two-thirds  of  the  cost  of  a  $300 
(wholesale)  airbag.  Ford  makes  its 
own  diagnostics.  Chrysler  buys  the 
whole  system  but  not  always  from  the 
same  source. 

TRW  Chief  Executive  Joseph  Gor- 
man defends  making  the  entire  system 


on  the  grounds  that,  sooner  or  later, 
specialization  and  economies  of  scale 
will  induce  carmakers  to  buy  com- 
plete SN'stems.  "In  two  or  three  years?  I 
don't  know,"  he  says.  "It  will  happen 
ultimately  because  we'll  convince 
[carmakers]  that's  the  way  to  go." 

Morton  has  concentrated  its  efforts 
on  developing  the  best  inflators,  the 


will  begin  shipping  airbags  soon,  but 
the  damage  has  been  done.  "At  least 
one  companv  came  to  us  because  of 
their  problems  with  trw,"  crows 
Morton  Chief  Executive  Charles 
Locke.  Morton  got  its  first  order  from 
TRW  customer  Honda  Motor  just  af- 
ter TRW's  fire,  though  a  Honda 
spokesman  says  the  company  wanted 
two  suppliers.  Gorman  concedes 
Morton  has  taken  business  thanks  to 
TRw's  woes. 

While  Morton  built  its  airbag  ex- 
pertise in-house,  TRW  largely  bought 
its  wa\'  into  the  business  when  it 
acquired  Tallev  Industries'  barelv 
profitable  driver-side  airbag  unit  in 
1989.  The  deal  raised  evebrows  be- 
cause TRW  paid  $99  million  up  front, 
plus  royalties  for  12  vears,  on  ever)' 
airbag  TRW  sells  worldwide,  as  well  as 
any  airbag  (including  Morton's)  sold 
in  North  America.  Tallev  figures  roy- 
alties paid  to  it  bv  TRW  will  total  at 
least  $200  million'. 

While   its   performance   has   been 


key  to  airbag  technolog}'.  It's  helped 
greath'  b\'  its  knowledge  of  solid  pro- 
pellants,  which  in  turn  comes  from 
Thiokol  Corp.,  the  aerospace  unit 
split  off  from  Morton  in  1989  after 
the  Challefifjer disaster.  "Morton  has  a 
lot  more  expertise  in  pyrotechnics 
than  TRW,"  notes  one  man  at  Ford 
Motor,  TRVv's  major  customer.  Gor- 
man doesn't  dispute  that. 

TRW  has  also  suffered  some  bad 
luck.  A  year  ago  a  devastating  fire  at  its 
sodium  azide  plant  (operated  jointly 
with  Imperial  Chemical  Industries) 
halted  passenger-side  airbag  deliver- 
ies to  Ford,  which  offered  those  air- 
bags  in  luxury  models.  "That's  humili- 
ating for  a  car  company,"  says  an 
airbag  man.  "The  industry  joke  is, 
where  the  airbag  should  be,  there's  an 
lou."  The  plant  is  being  rebuilt  and 


weak  so  far,  no  one  is  counting  out 
TRW.  The  airbag  business  promises  to 
be  big  enough  for  at  least  two  serious 
players:  Airbags  were  in  3%  of  do- 
mestic model  year  1989  cars,  and  in 
30%  of  last  year's  cars.  Wall  Street 
analysts  think  airbags  could  generate 
20%  ofTRw's  profits  in  1994. 

Gorman,  who  has  also  been  spend- 
ing heavily  to  develop  the  more  com- 
plex passenger-side  airbags,  predicts 
that  when  the  fast  growth  begins  sta- 
bilizing in  the  mid-1990s  trw  will 
earn  14%  or  15%  a  year  on  the  $1 
billion  the  company  is  investing  in 
airbags.  That  would  be  a  big  improve- 
ment on  the  12.5%  average  annual 
return  on  capital  trw  posted  in  the 
1980s.  In  short,  TRW  has  gotten  off  to 
a  slow  start,  but  it  is  by  no  means  out 
of  the  race.  tM 
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What  does  Conpaq  give  386  users 
who  expect  the  moon? 


I 


Giving  demanding  users 
the  best  PC  possible  is  a 
tradition  at  Compaq. 
A  tradition  we  upheld 
when  we  introduced  the 
world's  first  PCs  based 
on  Intel's  386  and  386SX 
microprocessors.  And  a 
tradition  that  continues  in 
our  comprehensive  line  of 
desktop  PCs. 

Within  this  line  you'll  find  six  different  levels  of 
386  performance  and  affordability.  And  a  PC  designed 
to  give  you  the  perfect  balance  of  features  and  power. 
You1l  find  the  reliability  and  compatibility  you've 
come  to  expect  from  Compaq.  Plus  the  flexibility  to 
choose  from  a  wide  array  of  optional  features. 

You !:  also  find  an  Authorized  COMPAQ  Computer 
Dealer,  who's  trained  to  match  the  right  peripherals 
and  software  with  the  right  PC.  And  to  tailor  a  solution 
to  your  exact  needs.  All  at  prices  that  are  more 
I  competitive  than  ever. 

Come  look  at  the  COMPAQ 
DESKPRO  386N  Personal  Computer, 
for  example.  It's  a  full-function  PC 


with  breakthrough 
features  for  networked 
environments.  As  a 
stand-alone  PC,  its 
16-MHz  386SX 
microprocessor 
handles  all  of  the 
general  business 
applications  our 
other  386SX-based  PCs 
run.  With  so  many  integrated  features,  you  can  take  care 
of  your  expansion  needs  using  only  two  slots. 

And  it  comes  with  a  host  of  unique  network 
features  like  multilevel  security,  making  it  the  best 
full-function  PC  for  connected  environments.  All  of 
this  fits  neatly  into  a  space-saving  design. 

The  COMPAQ  DESKPRO  386s 
Personal  Computer  is  also  designed 
to  handle  general  business 
applications.  Its  16-MHz  386SX 
microprocessor  gives  you  exceptional  386 
performance.  And  its  32-bit  architecture  lets  you 
run  today's  popular  business  software.  It  also 
offers  the  flexibility  to  run  tomorrow's  advanced 
business  software. 
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The 
stars. 


Project 
managers 
and  ottier 
general 
business 

users  will  find  everything  they  need 
to  manage  databases  and  speed  through  complex 
spreadsheets  in  the  COMPAQ 
DESKPRO386S/20  Personal 
Computer,  it  delivers  the  maximum 
in  20-MHz  386SX  performance  and 
a  broad  range  of  integrated  features. 

The  COMPAQ  DESKPRO  38G/20e  Personal 
Computer  is  for  experienced  users.  It's  perfect  for 
demanding  applications  like  presentation  graphics. 
And  it's  loaded  with  high- 
performance  features  like  an 
advanced  cache  architecture. 
So  it  runs  up  to  50%  faster  than 
other  20-MHz,  non-cached  386-based  PCs. 

For  users  doing  similar  jobs,  but  with  more 
stringent  performance  needs,  we  offer  the  COMPAQ 
DESKPRO  386/25e  Personal  Computer.  Its  25-MHz 
32-bit  performance  lets  you  fly  through  financial 
analysis  as  well  as  other  demanding  applications. 


It's  the  perfect 
personal 
computer  for 
people  who 
are  serious 
number  crunchers,  administrators 
who  manage  massive  loads  of 
information  and  engineers  who 
work  on  generating  complex  two- 
dimensional  CAD  drawings. 

At  the  most  demanding  level  of  386  computing  are 
the  power  users  who  do  graphic-intensive  applications 
like  3-D  CAD  drawings  and  other  performance- 
intensive  applications.  These  people  need  the  kind  of 
high  performance  that  the  COMPAQ  DESKPRO  386/33L 
Personal  Computer  delivers.  It 
combines  the  fastest  386  chip 
with  high-performance  innovations. 
And  it  lets  you  easily  upgrade  to  the 
power  and  performance  of  a  486  chip. 

If  you're  looking  for  the  386  desktop  PC  that  simply 
works  better  for  whatever  you  do,  call  1-800-231-0900, 
Operator  129.  In  Canada,  call  1-800-263-5868,  Operator  129. 
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It  simply  works  better. 
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The  crown  colony  of  Gibraltar  wants  to  become  a 
financial  center.  A  bizarre  loophole  makes  this 
little  upstart's  ambitions  plausible.  . 

The  mouse  that 
wants  to  roar 


By  Patrice  Duggan 

It's  hard  to  picture  the  British  colo- 
ny of  Gibraltar  in  competition  with 
financial  centers  like  Hong  Kong,  Zu- 
rich and  London.  Connected  by  a 
land  bridge  to  Spain,  the  ancient  for- 
tress town  consists  of  only  30,000 
residents  squeezed  onto  1,500  acres 
of  almost  barren  rock.  The  airport 
runway  crosses  the  main  road  into 
town,  with  British-style  bobbies  stop- 
ping traffic  whenever  a  plane  happens 
to  land. 

But  Gibraltar,  promoting  itself  as 
the  emerging  tax  haven  and  financial 
center  of  unified  Europe,  has  a  card 
up  its  sleeve.  Gibraltar  is  part  of  the 
European  Community,  since  its  par- 
ent nation,  the  U.K.,  is  a  member.  But 
because  Gibraltar  has  its  own  inde- 
pendent legislative  body,  it  can  give 
banks  and  other  corporations  access 
to  Europe  under  tax  and  disclosure 
conditions  more  favorable  than  those 
they  could  get  in  Britain. 

Gibraltar's  chief  minister  and  head 
of  state,  Joseph  Bossano,  a  former 
cook  on  the  Queen  Elizabeth  2,  dock- 
worker  and  labor  organizer,  is  a  so- 
cialist witli  a  very  capitalist  ambition. 
He  intends  to  make  Gibraltar  a  cheap 
back  door  to  Europe  and  thus  trans- 
form this  has-been  fortress  into  a 
wealthv  city. 

Here's  Bossano's  business  plan.  Af- 
ter 1992  a  bank  registered  in  Gibraltar 
will  be  able  to  set  up  branch  offices 
throughout  Europe,  just  as  a  French 
bank  will  be  able  to  freely  branch  into 
Spain  or  Italy.  A  Gibraltar-based  bank 
will,  of  course,  owe  French  or  Spanish 
or  whatever  taxes  on  its  earnings  in 
that  country.  But  where  bank  profits 
are  earned  is  not  easy  to  define.  A  few 
deft  cross-border  currency  trades  or 


leasing  transactions  can  make  earn- 
ings at  a  branch  in  Paris  disappear 
there  and  resurface  elsewhere.  If  the 
elsewhere  is  Gibraltar,  corporate  taxes 
could  be  0%. 

Like  any  good  financial  haven,  Gi- 
braltar aims  to  offer  shelter  not  only 
from  the  tax  collector  but  from  the 
prosecutor,  too.   Bossano  says  that 


Gibraltar's  secrec}'  laws  are  stricter 
than  those  in  Switzerland.  Gibraltar 
has  no  exchange  of  information 
agreement  with  any  countr\^ 

The  colony  is  getting  some  busi- 
ness already:  It  is  host  to  18,000 
holding  companies  and  the  offices  of 
such  banks  as  Barclays,  Riggs  Nation- 
al Bank  of  Washington,  D.C.  and  the 
Royal  Bank  of  Scotland.  Commercial 
bank  deposits  are  £1.5  billion — a 
great  deal  of  money  for  this  tiny  place. 

Competition .'  The  Cayman  Islands 
offer  bank  secrecy  but  have  the  image 


problem  of  doing  too  much  business 
with  drug  lords.  Bermuda  does  a  pret- 
ty' good  traffic  in  captive  insurance 
companies  and  mutual  fijnds.  But  it  is 
not  a  member  of  the  EC  because  it  is 
not  a  part  of  the  continent.  The  Chan- 
nel Islands,  famous  as  a  tax  haven, 
don't  enjoy  the  same  status  in  the  EC  as 
Gibraltar,  their  concession  in  order  to 
ha\e  more  control  oxer  guest  workers 
and  immigration. 

A  keystone  of  the  old  British  Em- 
pire, Gibraltar  has  lost  its  function  in 
the  postimperial  age.  The  Royal  Nav\' 
left  its  dockyard  on  Gibraltar  in  1985 
and  most  of  the  British  Army  garrison 
is  due  to  leave  sometime  this  year,  so 
Bossano  needs  a  new  industry  to  keep 
his  people  busy.  To  equip  the  old 
colony  for  its  new  role,  Denmark's 
Baltica  Group  is  building  600,000 
square  feet  of  office  space  on  re- 
claimed land.  Nynex,  which  bought 
half  of  Gibraltar's  telephone  system 
for  around  $10  million,  is  laying  fi- 
ber-optic cable.  The  new  all-digital 


Joseph  Bossano, 

chief  minister  of  Gibraltar 

He  is  betting  that  he  can  use 

Gibraltar's  status  in  the  EC  to  turn 

this  former  naval  stronghold  into  an 

international  financial  haven. 


system  is  expected  by  the  end  of  199 1 . 
That  puts  it  on  a  par  with  New  York, 
Tokyo  and  London. 

As  a  socialist  playing  a  capitalist 
game.  Chief  Minister  Bossano  must 
tread  warily.  Eventually,  Europe  may 
enact  antihaxen  tax  laws  that  would 
lessen  Gibraltar's  attractiveness.  So 
Bossano's  government  will  need  to 
avoid  scandals  and  too-overt  tax-  and 
law-avoidance  schemes.  If  he  suc- 
ceeds, this  fading  symbol  of  naval 
might  may  get  a  new  lease  on  life  as  a 
bastion  of  capitalist  discretion.       ^ 
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FOAM  PACKAGING 

FACT  CR  FCriCN  ? 


POLYSTYRENE  IS  RECYCLABLE. 

True.  The  National  Polystyrene  Recycling  Company  is  making  recycling  a  reality.  Polystyrene 
recycling  is  on  the  rise  nationwide  in  cafeterias,  schools,  hospitals  and  businesses  from  California  to 
New  York.  Residential  curbside  and  drop-off  programs  are  also  underway  and  will  be  increasing.  It's 
the  polystyrene  industry's  goal  to  be  recycling  250  million  pounds  by  1995. 

Polystyrene  is  being  recycled  back  into  packaging  as  well  as  durable  goods  such  as  office  supplies, 
house  and  garden  products,  construction  materials,  video  cassettes  and  other  useful  consumer 
products. 

THE  PRODUCTION  OF  POLYSTYRENE  CONTAINERS  USES  LESS  ENERGY  THAN 
PAPERBOARD. 

True.  For  example,  manufacturing  hamburger  clamshells  from  polystyrene,  instead  of  bleached 
paperboard,  requires  30%  less  energy.  It  also  results  in  46%  less  air  pollution  and  42%  less  water 
pollution. ' 

POLYSTYRENE  FOAM  FOOD  PACKAGING  EQUALS  ABOUT  ONE  PERCENT  OF 
THE  SPACE  IN  LANDFILLS. 

True,  and  this  amount  continues  to  diminish  as  recycling  increases.  Other  materials  in  the  landfill 
include  yard  wastes  10.3%;  metals  12%;  paper  (newspapers,  phone  books  and  paperboard  boxes) 
approximately  34%;  and  all  plastics  about  20%.  The  remainder  is  composed  of  food  wastes,  glass, 
appliances,  construction  debris  and  other  materials.' 

BIODEGRADABILITY  IS  NOT  THE  SOLUTION  FOR  SOLID  WASTE  PROBLEMS. 

True.  Today's  landfills  are  designed  to  inhibit  biodegradation  so  that  nothmg  readily  degrades;  not 
polystyrene,  not  paper,  not  even  food  wastes.' 


True 


False 


a- 


H- 


1.  Franklin  Associates,  Ltd.  "Resource  and  Environmental  Profile  Analysis  of  Foam  Polystyrene  and  Bleached  Paperboard  (Containers. "'June  1990.    2.  Environinental  Protection 
Agency.  "Characterization  of  Municipal  Solid  Waste  in  the  United  States."  1990.     3.  William  Rathje.  Professor  of  Anthropology,  University  of  Arizona.  June  1989. 


NATIONAL  POLYSTYRENE  RECYCLING  COMPANY 

For  more  information,  write  Recycling,  1025  Connecticut  Avenue,  Suite  508,  Washington,   DC  20036. 
Or  call  us,  toll-free,  at  1-800-242-7434. 
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Just  when  you  were  convinced  it  was  politically  correct 
to  wear  all  natural  cotton,  the  folks  who  brought  you 
leisure  suits  are  here  to  convince  you  that  polyester  is  chic. 

Fiber  feveir 


"Mr.  Polyester," 
John  Travolta, 
suitably  attired 
in  "Saturday 
Night  Fever" 
Will  microfibers 
throw  a  new 
scare  into  the 
cotton  people? 


The  latest  wrinkle  in  the  $25  bil- 
lion (revenues)  apparel  textile  market 
is  a  new  polyester  fiber  called  micro- 
fiber.  This  is  a  concoction  of  feather- 
weight fibers  one-third  the  thickness 
of  cotton  and  one-half  the  thickness  of 
silk.  The  fabric  woven  from  these 
spidcp,'  microfibcr  filaments  has  a 
supple,  buttery  texture — the  feel  is 
"good  hand,"  as  they  say  in  the  textile 
trade.  It  hangs  well — "good  drape" — 
and  is  considerably  lighter  and  softer 
than  most  other  fabrics.  And  consid- 
erably more  expensive.  A  microfibcr 
men's  suit  by  trendv  designer  Sabato 
Russo  costs  about  $900. 

Polyester  last  made  a  splash  in  the 
men's  apparel  business  in  the  1970s 
with  the  leisure  suit,  a  product  whose 
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image  has  not  worn  well.  For  a  1981 
film  that  reveled  in  tackiness,  the  di- 
rector, John  Waters,  needed  only  a 
one-word  title  to  sum  up  the  movie's 
sensibilit)':  Polyester.  "I  thought  the 
title  was  in  ver}'  bad  taste  and  none  of 
us  liked  it,"  sniffs  Paul  Apostol,  mar- 
keting vice  president  at  Fiber  Indus- 
tries, a  polvester  manufacturer 
bought  in  1989  by  Wellman,  Inc. 
"That's  what  we're  up  against." 

To  counter  what  an  official  at  the 
Polvester  Council,  an  industr\'  group, 
derides  as  "fiber  snobben',"  microfi- 
ber's  supporters  have  their  marketing 
work  cut  out.  Manufacturers  like  Du 
Pont  anci  Fiber  Industries  are  dou- 
bling their  microfibcr  marketing  bud- 
gets. That  v\'on't  mean  splashy  con- 


sumer ads  but  intense,  behind-the- 
scenes  efforts  to  win  over  retailers  and 
designers.  Du  Pont  is  tr\'ing  to  line  up 
Bloomingdale's  and  Donna  Karan  for 
a  tall  1991  microfibcr  promotion. 
The  council  is  targeting  fashion  edi- 
tors and  writers,  hoping  positive  sto- 
ries will  show  up  in  the  trades  and, 
evcntualh',  places  like  the  Style  sec- 
tion of  the  Nov  York  Times. 

In  the  past,  the  Polyester  Council's 
strategies  have  included  a  test  that 
asks  fashion  editors  to  pick  out  poly- 
ester swatches  from  cotton,  wool  and 
silk  swatches  by  feel.  So  far,  claims  the 
council,  everv'onc  has  flunked. 

But  the  polvester  lobby  has  only 
begun  to  market.  A  council  flack  ex- 
plains press  strategy  for  major  trade 
shows  this  way:  "We  lock  'cm  up  in  a 
luxuiy  hotel  and  marinate  'em  in 
booze  morning,  noon  and  night."  If 
half  true,  it  is  small  wonder  the  editors 
can't  tell  the  difference  between  poly- 
ester and  cotton,  or  anything  else. 

At  last  summer's  Men's  Fashion 
Association  show,  Du  Pont  threw  a 
lavish  dinner  where  the  cast  of  the  off- 
Broadway  hit  Forbidden  Broadway 
performed  the  revue  with  added  plugs 
for  microfibcr.  When  the  show  was 
over.  Rod  Stafford  Hagwood,  fash- 
ion reporter  for  the  Fort  Lauderdale 
Sun-Sentinel,  was  impressed.  "If 
vou're  like  me,  you'd  rather  crawl  over 
shards  of  glass  than  be  uncool,"  con- 
fides Hagwood.  "I  wear  microfibers." 

The  polyester  people  are  also  tar- 
geting designers  like  Sabato  Russo.  "I 
never  used  polyester  in  my  life,"  he 
says.  What  helped  change  his  mind.> 
Russo  says  Du  Pont  promised  to  pro- 
mote the  collection  on  TV  shows  like 
Sally  Jesse  Raphael.  One  condition: 
that  Russo  agree  to  include  clothing 
made  from  the  company's  Micromat- 
tique  microfibcr  in  his  collection. 

"I  like  nature,"  savs  Russo,  "but  I 
went  over.  It's  a  ven,'  sensual  fabric, 
like  pigskin  or  velour.  I  don't  think 
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Even  after  being  extinguished, 
tires— especially  industrial  fires- 
can  remain  life  threatening. 
Because  during  a  blaze,  substances 
such  as  mercury,  formaldehyde 
and  acids  used  in  industry  can  be 
released  into  the  air  in  deadly 
concentrations. 


"It's  a  case  of 
what  you  can't 
see  or  smell 
being  able  to 
kill  you,"  warns 
industrial  hygien- 
ist  Dr.  Roger 
Hallstein. 


Dr  Hallstein,  who  manages  our 
industrial  hygiene  laboratory 
one  of  the  few  labs  of  its  kind  in 
the  country    heads  up  a  highly 
qualified  team  ready  to  work 
days,  nights  and  weekends.  Using 
state-of-the-art  equipment,  they 
analyze  air  samples  whenever 
necessary  And  provide  crucial 
data  and  recommendations 
to  deal  with  harmful  or  lethal 
contamination,  in  short,  they 
save  lives. 

Continental  has  a  lot  of  dedi- 
cated people  like  Dr.  Hallstein. 
People  who  are  there  when  it 
counts.  People  who  have  helped 
make  us  a  leading  property/ 
casualty  insurer  and  a  strong, 
solid  company  They're  why  for 
over  135  years,  we've  met  our 
obligations  to  our  insureds,  our 
employees,  our  distributors  and 
shareholders. 


THERE  WHEN  IT  COUNTS. 


"^  Insi 


itfP^^  Continental 
Insurance. 
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A  technological  hreakthnwgh  resulting  in  a  fiber  with 
properties  that  natuic  newr  dreamed  of. 


The  microfiberad 
that  drove  Cotton 
Incorporated 
crazy.  Sabato  Russo 
(left)ir^ 

one  of  his  high- 
priced  polyester 
suits,  and  other  de- 
signer fashions  us- 
ing the  new  threads 
Hoping  to  make 
inroads  in  a 
$25  billion 
market. 


about  polyester  when  I  touch  it." 

Score  one  for  polyester. 

But  the  natural  fiber  forces  aren't 
lying  down.  The  cotton  industr}'  has 
54%  of  the  U.S.  textile  apparel  mar- 
ket, and  its  own  formidable  market- 
ing organization,  called  Cotton  In- 
corporated. This  outfit,  financed 
through  voluntary  levies  on  cotton 
growers,  spends  some  $12  million  a 
year  on  advertising  and  promo- 
tions— replete  with  the  famous  cot- 
ton boll  logo. 

The  cotton  folk  point  out  that,  thin 
as  they  arc,  rnicrofibers,  like  any  poly- 
ester fabrir.  don't  breathe  as  well  as 
cotton  and  uren't  as  absorbent.  And 
microfibers  will  always  be  expensive 
to  produce,  since  dicir  delicacy  re- 
quires much  more  care  in  handling. 
"It's  the  same  old  gal  in  a  different 


dress,"  says  Cotton  Inc.'s  chief  execu- 
tive, J.  Nicholas  Hahn,  comparing  the 
new  microfibers  with  polyesters  past. 

The  truth  is,  Hahn's  air\'  confi- 
dence belies  a  certain  insecurit)'.  In  a 
recent  trade  ad.  Fiber  Industries 
called  its  Fortrel  MicroSpun  the  "su- 
pernatural fiber"  that  delivers  "prop- 
erties nature  never  dreamed  of"  Cot- 
ton Inc.  cried  foul,  protesting  to  the 
Council  of  Better  Business  Bureaus 
that  the  microfiber  ad  mentions  poly- 
ester only  in  microt\'pe.  Says  Fiber 
Industries'  Apostol:  "We  thought 
cotton  got  a  little  uptight." 

The  cotton  and  polyester  teams 
have  been  at  each  other  before.  In  the 
mid-1970s,  when  polyester  had 
pushed  cotton's  market  share  down  to 
34%,  a  Hoechst  trade  ad  crowed  that 
polyester   could   soon   send   cotton 
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"back  to  the  plantation." 

Cotton  Inc.  stmck  back  in  1978 
with  a  massive  consumer  ad  cam- 
paign— "If  it's  not  cotton,  it's  not 
denim" — when  polyester  manufac- 
turers started  pushing  blue  jeans 
made  from  blends  of  polyester  and 
cotton.  Under  pressure  from  consum- 
ers, textile  mills  withdrew  almost  en- 
tirely from  polyester- blended  denim. 

It's  been  downhill  for  polyester 
ever  since,  with  cotton  appealing  to 
back-to-basics  tastes,  and  winning. 
Cotton  has  captured  62%  of  the  wo- 
men's underpants  market,  for  exam- 
ple, up  from  practically  nothing  in  the 
1970s.  And  1 00% -polyester  double 
knits  have  been  all  but  wiped  out, 
except  in  certain  protected  habitats. 
"The  only  place  you  can  find  them 
anymore  is  the  golf  course,"  says  Carl 
Priestland,  economist  for  the  Ameri- 
can Apparel  Manufacturers  Associa- 
tion, not  aligned  with  cither  camp. 

With  the  new  microfiber  threads, 
the  polyester  people  think  they  have  a 
real  chance  for  a  fashion  comeback. 
"Over  the  years,  we  were  basically 
saying,  'Polyester  is  just  as  good  as 
cotton,'  which  is  a  defensive  claim," 
says  Apostol.  "With  microfibers,  we 
don't  have  to  make  any  apologies.  We 
can  crow  about  it.  We'xe  got  some- 
thing cotton  can't  replicate." 

For  inspiration,  the  U.S.  micro- 
fiber  movement  can  look  to  Japan  and 
Europe,  where  ihe  fabrics  have 
caught  on  with  the  smart  set,  especial- 
ly women.  French  designer  Louis 
Feraud,  for  instance,  has  been  selling 
microfiber  coats  for  $1,200  in  Paris. 

Will  American  men  follow  suit?  If 
they  don't,  it  won't  be  because  the 
polyester  marketing  groups  dropped 
theball.  -J.L.  M 
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1  hrough  careful 

attention  to  growth, 

Freddie  Mac  has  helped 

provide  mortgage  capital 

for  over  eight  million 
American  homeowners. 


X^reddie  Mac  has  been  securitizing 
mortgages  for  over  20  years,  helping  to 
provide  the  financing  for  nearly  one  out  of 
every  ei^t  homes.  And  no  matter  what  the 
economic  climate,  Freddie  Mac  securities 
have  rewarded  investors  \vith  a  combi- 
nation of  exceptional  value  and  low  risk. 

During  the  1980s,  Freddie  Mac 
enjoyed  an  average  asset  growth  rate  of 
33  percent,  while  keeping  the  delinquency 
rate  to  less  than  one-h^lf  the  national 
average. Thanks  to  these  high  standards 
and  strong  management  techniques. 


Freddie  Mac  now  ranks  among  the 
top  15  financial  service  corporations  in 
the  latest  Fortune  Service  500  survey. 
Every  day  Freddie  Mac  brings 
more  money  into  the  housing  market, 
allow^ing  more  Americans  to  achieve  the 
dream  of  homeow^nership.  And  with  the 
nearly  $3  trillion  home  mortgage  market 
just  one-third  securitized,  there's  plenty 
of  room  to  grow. 


THE  IDEA  BEHIND  ONE  IN  EIGHT 


AMERICAN  HOMES 


mM 


Freddie  Mac 


STEADY 
FREDDIE 


SM 
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Two  years  ago  Hollywood's  most  powerful 
money  manager  got  together  with  the  town's 
reigning  talent  agency  and  bought  into  a  bank. 
They  should  have  stayed  in  movies. 

Jane  Fonda's 
bank 


By  Lisa  Gubemick 

The  leading  characters  in  this  lit- 
tle commercial  drama  are  Gerald  Bres- 
lauer  and  Robert  Goldman.  Bres- 
lauer,  62,  is  a  New  York  City-born 
accountant  who  manages  money  for 
Prince,  Jane  Fonda,  Tina  Turner,  Sal- 
ly Field  and  several  other  Hollywood 
celebrities.  Goldman,  47  and  mild- 
mannered,  is,  among  other  things,  the 
man  in  charge  of  investing  the  money 
at  Creative  Artists  Agency, 
Hollywood's  top  talent  agency. 

Two  years  ago  the  two  money  men 
took  a  lunch.  They  decided  to  pool 


low  and  make  Mercantile  into  one  of 
Hollywood's  leading  banks  to  the 
stars,  creating  a  potential  rival  to 
Bram  Goldsmith's  $5  billion  (assets) 
City  National  Bank  (Forbes,  Dec.  28, 
1987).  CAA  had  succeeded  in  bank 
investments  before,  nearly  tripling  its 
money  on  a  $4  million  investment  in 
Western  Federal  Savings  &  Loan 
three  years  ago. 

This  time  maybe  Breslauer  and 
Goldman  should  have  stayed  in  show 
business.  In  1989,  as  the  pair  moved 
in,  the  little  bank  earned  $3  million,  or 


Investors  Jane  Fonda,  Sally  Field,  Tina  Turner,  Pnnce 
Was  the  bank's  board  starstruck? 


their  talents  and  some  of  their  respec- 
tive capital  and  get  into  the  banking 
business.  Their  vehicle:  a  profitable 
little  outfit  (1989  assets,  $388  mil- 
lion) named  National  Mercantile 
Bancorp,  of  Los  Angeles.  Breslauer 
and  several  of  his  clients  invested 
nearly  $3  million  in  the  bank  and 
received  about  9%  of  the  equity. 
Goldman  tapped  Creative  Artists  for 
another  $3.2  million,  giving  the  caa 
team  nearly  10%  of  the  bank's  3  mil- 
lion shares.  New  shares  were  issued 
for  the  deals. 

It  would  seem  die  idea  was  that 
other  Hollywood  money  would  fol- 


$  1 .  16  a  share.  Last  year,  hit  with  bad 
loans,  it  lost  nearly  $2  million,  or  62 
cents  a  share. 

Costs,  too,  mounted.  Celebrities 
don't  like  to  wait  in  line.  They  de- 
mand lots  of  tellers,  plenty  of  messen- 
gers. Operating  expenses  jumped 
19%  last  year.  Against  that  jump,  net 
interest  income  was  up  just  10%. 

Part  of  those  expenses  was  the  hefty 
salary  to  lure  the  highly  regarded  head 
of  rival  City  National  Bank's  enter- 
tainment division,  Irene  Romero.  She 
was  brought  in  to  head  up  Mercan- 
tile's  entertainment  division,  at  a  sala- 
ry said  to  be  in  excess  of  $200,000 — 


with  a  new  Porsche  thrown  in — 
about  twice  what  her  predecessor  had 
been  paid. 

According  to  former  National 
Mercantile  officers,  the  bank's  direc- 
tors apparently  assumed  that  Romero 
would  bring  in  over  $200  million  in 
new  deposits,  mostly  from  her  former 
employer,  Cit)'  National.  But,  report- 
edly, less  than  half  of  that  has  come  in 
so  far. 

Not  surprisingly,  Romero  and  oth- 
er Mercantile  officials  declined  to  be 
interviewed  for  this  story;  a  bank 
spokeswoman  insists  that  the  enter- 
tainment unit  has  shown  increased 
profitability  and  that  the  directors  are ' 
happy  with  the  results. 

But  there  has  been  trouble.  The 
bank  badly  underestimated  the  deter- 
mination of  City  National's  Bram 
Goldsmith  to  blunt  its  challenge.  Af- 
ter Romero's  defection.  Goldsmith 
appointed  prominent  entertainment 
attorney  Kenneth  ZifFren  to  City  Na- 
tional's board.  Most  of  Ziffren's  cli- 
ents, who  include  successfial  televi- 
sion producers  such  as  The  Golden 
Girls'  Witt/Thomas/Harris,  stayed 
with  City  National. 

There  was  another  miscalculation. 
Rather  than  help  Mercantile,  the  con- 
nection to  Creative  Artists  Agency 
seems  to  have  hurt  the  bank. 
J      "People  were  worried  that  if  they 
I  banked  at  National  Mercantile,  Cre- 
i  ative   Artists'   people   would   know 
I  what  their  deals  were,"  snipes  one 
f  rival  agent.  Agrees  John  Miller,  who 
heads  Chemical  Bank's  entertainment 
lending  unit,  "Paranoia  is  endemic  to 
this  industry." 

Last  year  National  Mercantile's 
longtime  head,  Terry  Tomich,  quit 
and  was  replaced  by  William  Hughes. 
Hughes  is  a  former  Security  Pacific 
banker  who  had  helped  handle  Cre- 
ative Artists'  account  there.  But 
Hughes  did  not  bring  CAA's  business 
to  National  Mercantile  with  him;  the 
talent  agency  still  banks  with  Security 
Pacific. 

The  price  of  National  Mercantile's 
stock  has  plunged  from  a  1 989  high  of 
16%  a  share  to  a  recent  4  V2 — less  than 
half  its  book  value.  If  you  ever  wanted 
to  invest  alongside  Sally  Field  and 
Jane  Fonda,  this  might  be  a  good 
opportunit}'.  On  the  other  hand,  it 
might  not:  Show  biz  and  the  banking 
biz  just  might  not  mix  well.  ^ 
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Tenneco: 
sailing  in  shifting 


w 


inds. 


A 

sure 
way  to 
weather 
any    eco- 
nomic fore- 
cast is  through 
diversification.  It 
provides    Tenneco 
unique  opportunities. 
Our  natural  gas  pipelines 
deliver  secure,  domestic 
energy  to  major  U.S.  markets. 
Steady  income  for  U.S.  farmers 
and  the  opening  of  the  Eastern 
Bloc  promise  expanding  markets 
for   our    farm    and    construction 
equipment.  Our  ride  control  and  exhaust 
parts  are  sold  to  growing  automotive 
industries  throughout  the  world.  Newport 
News  Shipbuilding  is  one  of  the  most  ad- 
vanced in  the  nation,  maintaining  one  of 
the  largest  backlogs  of  contracts  in   its  history. 

World  demand  for  our  expanding  array  of  packaging  products  is  growing. 

Our  specialty  chemicals,  especially  those  with  environmental  advantages,  are 

essential  to  process  industries.  And  glass  manufacturers  require  a  steady 

supply  of  our  soda  ash.  No  matter  which  way  the  wind  blows,  Tenneco 

is  prepared.   And  to  prove  it,  we  recently  raised  our  dividend. 

For    more    information,    call    1-800-345-9027. 


JENNECO 


Tenneco  Gas  (pipelines)  •  J I  Case  (farm  and  construction  equipment)  •  Tenneco  Automotive  •  Newport  News  Shipbuilding 
Packaging  Corporation  of  America  •  Albright  &  Wilson  (specialty  chemicals)/Tenneco  Minerals. 
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Argentine  Tourist  Office 


Argentina's  great  wealth  is  not  only  its 
people,  but  also  its  natural  resources, 
magical  climates  and  landscapes.  And 
Argentina  is  reaching  out  to  share  its 
wealth  with  the  American  people. . .  from 
Iguazu  Falls  in  the  north  to  the  remote 
southern  fjords  and  glaciers  of  Patagonia, 
from  Aconcagua,  the  highest  peak  in  the 
New  World  to  fabulous  Atlantic  beaches. 

Argentines  are  now  also  reaching  out  to 
share  impressive  potential  for  investment 
and  development  because  of  the  reforms 
launched  by  President  Carlos  Menem. 
Argentina  is  a  reliable  partner,  with  a 
dependability  that  is  burnishing 
Argentina's  image  abroad. 

Argentina  invites  you  to  see  for  yourself 
its  unique  potential  and  natural  beauty. 
Americans  will  certainly  enjoy  the  sights 
but  also  appreciate  the  unique  possibilihes 
Argentina  has  to  offer. 

■i   ■ 
,    Argentina 
A  marvelous  people  and  country 
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Is  it  prudent  for  a  company  in  a  tough  financial  spot  to 
buy  its  own  stock  with  funds  from  its  employee  thrift 
plan?  Black  &  Decker  thought  so. 

"We  haven't 
taken  their 
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money 


By  Dana  Wechsler  Linden 

Short  on  equity  and  facing  other 
financiaJ  problems.  Black  &  Decker 
made  an  unusual  inxestment  decision 
last  March.  It  spent  $47  million  from 
a  40 1  ( k)  emplovee  thrift  plan  on  nev\- 
ly  issued  Black  &  Decker  stock. 

Was  management  helping  out  the 
workers  by  taking  adxantage  of  some 
inside  information?  No,  but  with  the 
employees'  money,  management  was 
able  to  buy  some  time.  The  world's 
largest  power  tool  company,  based  in 
Towson,  Md.,  was  way  behind  sched- 
ule selling  businesses  to  reduce  the 
$2.7  billion  debt  incurred  in  1989  to 
buy  Emhart  Corp.  It  was  also  peril- 
ously close  to.yiolating  a  key  coyenant 
in  its  bank  credit  agreement. 

The  thrift  plan's  shares  boosted  eq- 
uity, but  the  cost  to  the  employees  has 
been  high.  Oyer  the  next  ten  months 
the  Black  &  Decker  shares  dropped  in 
yalue  from  their  issue  price  of  $18.12 
to  a  low  of  less  than  half  of  that. 
Recent  price:  1  lYs. 

"I  raised  my  eyebrows  a  mile  high," 
says  analyst  Lee  Allen  of  Boston's 
Allen  Financial  Adyisors.  "This  was  a 
company  haying  problems." 

Stephen  Page,  Black  &  Decker's 
chief  financial  officer,  stresses  that 
only  company  matching  hands  were 
used  to  purchase  the  company  stock. 
"We  hayen't  taken  their  [the  em- 
ployees'] money,"  he  says.  "There  was 
no  employee  risk." 

But  don't  matching  funds  also  be- 
long to  the  employees?  Absolutely. 
Warns  Rutgers  Uniyersity  Professor 
Joseph  Blasi:   "Too  many  corpora- 


tions in  a  financial  squeeze  are  using 
the  assets  of  an  employee  benefit  plan 
to  help  them  out,  putting  employees 
at  risk." 

The  Employee  Retirement  Income 
Securir\'  Act  (ERISA)  limits  companies 
to  making  inyestments  that  are  "pru- 
dent" aiul  financially  fair  for  workers. 
Funds  inxested  in  401  (k)  accounts 
haye  reached  $143  billion.  In  at  least 
one-third  of  plans,  the  company  con- 
tribution has  been  in  company  stock. 
That's  fine  for  booming  companies, 
but  Black  &  Decker  faced  daunting 
challenges  w  hen  management  bought 
the  stock  for  the  employees. 

When  it  bought  Emhart  in  April 
1989,  Black  &  Decker  identified 
about  $1  billion  vyorth  of  businesses 
to  sell.  But  according  to  accounting 


rules,  these  had  to  be  sold  within  a 
year,  or  be  consolidated  with  Black  & 
Decker's  other  assets. 

Last  March  businesses  worth  an 
estimated  $566  million  remained  un- 
sold. The  consolidation  occurred, 
boosting  goodwill  by  a  hefty  $560 
million.  Black  &  Decker's  tangible 
equity — its  shareholders'  equit\'  net  of 
goodwill — slid  from  an  alread)'  nega- 
tiye  $21  in  March  to  negatiye  $30  a 
share  b\'  July.  Let's  hope  the  amount 
of  goodwill  on  the  company's  books 
isn't  oyerstated. 

Around  the  time  of  the  thrift  plan 
inxestment.  Black  &  Decker  was  also 
in  danger  of  exceeding  the  maximum 
debt/ec]uit\^  ratio  allowed  under  its 
credit  agreement.  Sure  enough,  on 
Apr.  3  Black  &  Decker  announced  it 
had  negotiated  .\n  amended  agree- 
ment with  relaxed  leyerage  recjuire- 
ments  and  an  accelerated  repayment 
schedule. 

It  w  as  in  this  context  that  Black  & 
Decker  had  issued  $47  million  worth 
of  stock  to  the  Emhart  401  (k)  plan  in 
March.  It  sought  no  outside  fairness 
opinion.  It  offered  employees  no 
choice  of  imestmcnts.  Management 
felt  that  putting  the  employer  contri- 
butions in  Black  &  Decker  stock  was 
true  to  the  plan's  original  intent. 

Black  &  Decker  had  plent\'  of  adyo- 
cates  who  beliexed  there  was  long- 
term  promise  in  the  Emhart  acquisi- 
tion (FORKES,  Mar.  19,  1990).  But 
asset  sales  had  to  materialize  and  the 
company's  underh'ing  businesses  had 
to  remain  strong.  Instead,  the  tool 
and  household  goods  businesses  haye 
been  hard  hit  by  the  recession,  and 
Black  &  Decker  still  isn't  out  of  the 
woods.  A  $250  million  debt  payment 
comes  due  Mar.  3 1 ,  and  another  $50 
million  in  June,  ('ash  flow  from  oper- 
ations is  far  from  sufficient  to  meet 
these  payments  and  sales  of  businesses 
haye  produced  only  $140  million  so 
far  this  year.  Management  is  consider- 
ing selling  and  leasing  back  equip- 
ment and  selling  businesses  it  had 
planned  to  keep. 

Does  Black  &  Decker  still  think  the 
inyestment  it  made  was  prudent? 
Chief  Financial  Officer  Page  thinks 
so.  "The  recession  has  slowed  us  a 
bit,"  he  insists.  "It's  a  short-term  set- 
back." Black  &  Decker's  thrift  plan 
beneficiaries  can  only  hope  he's 
right.  HH 
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THIS  SECTION  CONTAINS 

INFORMATION  PERTAINING  TO 

DIFFERENT  MUTUAL  FUNDS  PROVIDED 

BY  THE  PARTICIPATING  COMPANIES. 

Readers  who  wish  to  obtain  a  prospectus  with  more  information 

about  these  funds  can  call  the  800  numbers  indicated  on  the  ads  or  mail  in 

the  reader  response  card  included  in  this  section.  You  should  read  the 

prospectus  carefully  before  investing  or  sending  money. 
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FORBES  MUTUAL  FUNDS  MARKETPLACE 


5ULL  &  BEAR 

CAPITAL  GROWTH  FUND 


CAPITAL 

GROWTH 

FUND 


Investing  in  Emenjing 
Gft»*i  Cornpanies 
and  Specidl  Srtuatorts 
(w  Long  Term 
CapiBl  ApprecetKvi 


Mnkrumlrdnlhwesffnent: 
$1000(«A.$lOO) 

SlOO 


^BIJUL 


Founded  more  than  30  years  ago,  this 
well-established  mutual  fund  seeks  to 
make  your  money  grow  by  investing  in 
emerging  growth  companies  and  special 
situations. 

•  Toll-free  availability  of  nine  other  Bull  & 
Bear  Funds  including  Bull  &  Bear  Dollar 
Reserves,  a  government  money  market 
fund  offering  free  checkwriting  with  only  a 
$250  minimum  per  check. 

•  Free  access  to  Bull  &  Bear's  discount 
brokerage  service,  which  offers  some  of 
the  deepest  discounts  available  anywhere. 

If  you're  looking  to  make  your  money  grow 
over  the  years  ahead,  call  toll  free,  24 
hours  a  day,  7  days  a  week  for  your  free 
Information  Kit. 


pBULL 


1.800-847-4200 
Ask  for  Extension  100 


Performance  Driven 
I  STOCK  FUND 


THE  GABELLI  VALUE  FUND 

rimary  objective  is  long  term  capital 
ppreciation  from  a  "concentrated" 
ortfolio  of  investments  in  companies 
elling  below  their  private  market  value. 
5,000  minimum,  ^250  for  IRAs. 

all  1-800-GABELLI  (800-422-3554)  for  a 
rospectus  which  contains  more  complete 
iformation,  including  fees  and  expenses, 
lead  it  carefully  before  you  invest  or 
:end  money. 

1-800-GABELLI  (800-422-3554) 
I  STOCK  FUND  2 


FUND  FACTS 

brought  To  You  By  The 
IWESTMENT  COMPANY  INSTITUTE 

Since  1940,  mutual  fund  shareholder  accounts  have  grown  from 
nder  300,000  to  more  than  58  million.  Total  assets  have  soared 
'om  less  than  $500  million  in  1940  to  more  than  $1  trillion, 
iQsitioning  the  mutual  fund  industry  behind  only  commercial  banks 
nd  life  insurance  companies  in  terms  of  total  assets." 

ICI,  12/17/90 


JANUS  FUND 

IF  YOU  DON'T  HAVE  20  YEARS  OF 
INVESTING  EXPERIENCE,  USE  OURS. 

The  rules  are  simple.  The  more  you  do  something,  the  better  you 
get  at  it.  And  the  proof  is  in  the  results. 

At  Janus  Fund,  we've  put  20  years  into  getting  top  returns  for  our 
investors  and  we  have  a  record  that  proves  our  success.  For 
example,  Janus  Fund  was  ranked  as  one  of  the  top  25  performers 
for  all  mutual  funds  for  the  10  year  period  ending  Dec.  31,  1990, 
with  a  return  of  331.39%.* 

So,  whether  you're  a  first-time  investor  or  a  market-wise  pro,  send 
for  a  free  prospectus  containing  more  complete  information.  Please 
read  the  prospectus  carefully  before  you  invest. 

We  have  two  decades  of  investing  experience  that  we  would  like  to 
put  to  work  for  you. 

1-800-525-8983  Ext.  9400 

Ask  about  our  family  of  funds. 

Janus  Fund 

P.O.  BOX  173375 
DENVER,  CO  80217-3375 

*Per  Lipper  Analytical  Services,  Inc.,  for  ihe  periods  ended  Dec.  .M,  I  WO,  Janu.s 
Fund's  average  annual  lotal  returns  For  the  one,  live  and  ten-year  periods  were 

-.7%,  14.4%,  and  \5J%.  respectively. 

■  STOCK  FUND  3 

BABSON  VALUE  FUND 

Time  to  accumulate  quality  stocks  at  bargain  prices?  Start  an 
automatic  monthly  investment  in  Babson  Value  Fund.  We  select  high 
quality  common  stocks  based  on  under-valued  earnings  and  assets: 
the  kind  that  have  tended  to  lead  market  upturns.  100%  no-load. 

For  a  free  prospectus  kit  call  Jones  &  Babson  at 
1-800-4-BABSON  (800-422-2766) 

JONES<&BABSON 

More  "Value  for  Your  Investment  Dollar 

■  STOCK  FUND  4 

FUND  FACTS 

Brought  To  You  By  The 
INVESTMENT  COMPANY  INSTITUTE 

"Mutual  fund  market  penetration  is  about  25  percent,  with  one  of 
every  four  U.S.  households  owning  mutual  funds.  Mutual  funds  also 
are  the  most  popular  investment  medium  in  the  United  States  for 
individual  retirement  accounts." 

ICI,  1/29/91 


I  STOCK  FUND 


MONEY  MARKET  FUND 


BOND  FUND 
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Portfolio  co-managers  Hans  Utsch  and  Lawrence 
Auriana  combine  over  fifty  years  of  experience  as 
analysts,  money  managers  and  venture  capitalists 


THE  IL\UFMAINN  FUND,  INC. 

The  Kautmann  Fund  is  an 
aggressive  growth  fund  dedi- 
cated to  the  objective  of  cap- 
ital appreciation  through 
investment  in  small  growth 
companies.  The  Fund 
invests  primarily  in  compa- 
nies just  beyond  the  venture 
stage  that  have  established 
profitability  and  have  sub- 
stantial growth  prospects. 
These  companies  have 
strong  positions  in  the  markets  they  serve,  as  a  result  of  propri- 
etary technology  or  know-how.  At  the  present  time,  approximately 
35%  of  the  Fund's  assets  is  invested  in  medical  products  compa- 
nies. In  large  part,  these  companies  reflect  opportunities  created 
by  the  application  of  technology  toward  improved  patient  care  and 
reduced  medical  costs.  For  a  prospectus  please  call  toll  free,  24 
hours  a  day,  7  days  a  week: 

l-8()()-321-9()42 

BEST  PERFORMING  GROWTH  FUND  1988-90 

PER  INVESTOR'S  DAILY 
BEST  PERFORMING  MUTUAL  FUND  IN  1988 

TOPS  "ALL"  CATEGORIES  PER  LIPPER  ANALYTICAL  SERVICES 
BEST  PERFORMING  SMALL  CO.  GROWTH  FUND  IN  1989 

$25  MILLION  PLUS  CATEGORY  PER  LIPPER  ANALYTICAL  SERVICES 


The  Kaufmann  Fund,  Inc. 


Tine  performance  cited  represents  past  performance,  investment  performance 
fluctuates:  fund  stiares  when  redeemed  may  be  worth  more  or  less  than  original  cost. 


STOCK  FUND 


KEMPER  MONEY 
MARKET  FUND 

This  free  booklet  explains  four  hidden  risks  that  can 

reduce  the  buying  power  of  your  savings  and 

investments  and  shows  how  Kemper  Money  Market 

Fund  can  help  protect  your  money.  You'll  also  get  a  free 

prospectus  containing  more  complete  information  about 

the  Fund,  including  management  fees  and  expenses.  Please  read  it 

carefully  before  you  invest  or  send  money.  For  your  free  copy  call: 

1-800-222-6600  EXT.  3244 

Kemper  Financial  Services,  Inc. 

tt  MONEY  MARKET  FUND  6 


Would  Yo'd  like  to  Advertise  Your  Funds 
in  FOR      S  Mutual  F     ds  Marketplace? 


Call  Virgirik  Carroll  at  {1 
for  further  information. 


320-2339 


Tmmm 


THE  PReiARY  TREND  FUNDI 

The  Primary  Trend  Family  of  No-Load  Mutual  Funds  offers  cler 
investment  choices  for  experienced  investors  who  want  to  knt/ 
how  their  holdings  are  being  managed  at  all  times.  Primary  Trel 
Fund  shareholders  receive  the  popular  Primary  Trend  investmet 
letter  18  times  a  year,  keeping  them  on  top  of  their  Fund's  flexib, 
growth  and  income  strategy.  Shareholders  in  the  three  Prima' 
Income  Funds  receive  the  quarterly  Primary  Income  Tren^, 
investment  letter,  describing  income  strategies  that  avoid  low-qua! 
debt  issues._  Currently,  invest  as  little  as  $50  in  any  of  the  thr( 
income  funds  .  .  .  Primary  Income,  Primary  U.S.  Government 
Primary  Money  Market.  Call  1-800-443-6544  for  prospectuses  ai 
free  current  issues  of  the  two  informative  investment  letters.  Plea; 
read  all  of  our  information  carefully  before  you  invest. 


I 


lid 


FUNDS 


1-800-443-654 


THE  PRIMARY  TREND  FUND 

THE  PRIMARY  INCOME  FUND 

THE  PRIMARY  U.S.  GOVERNMENT  FUND 

THE  PRIMARY  MONEY  MARKET  FUND 


FOUNDING  MEMBER  OF 


100% 


ft/  NO-LOAD 
'"<^  MUTUAL  FUND 
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VALUE  LINE  NO-LOAD  FUNDS 


The  Value  Line  Family  of  ten  100%  no-load  funds  offers  you  a 
better  way  to  invest  your  money,  whether  money  market,  bond  or 
equities.  In  addition  to  being  100%  no-load,  there  are  no  charges 
for  exchanging  among  the  funds.  What  Value  Line  is  giving  you  is 
performance  not  promises  with  100%  of  your  investment  dollars 
working  for  you  immediately-and  continues  working-for  the 
highest  possible  returns.  To  find  out  more  call  1-800-223-0818, 
24  hours  a  day.  Remember- 
The  smart  money  turns  to 
Value  Line. 


1-800-223-0818 
■  STOCK  FUND 


LINE 

MUTUAL  FUNDS 
TheSmartMoney  Turns  To  Value  Li 


THE  INVESTMENT 
COMPANY  INSTITUTE 

Learn  More  About  Mutual  Funds 

ICI,  the  non-profit  national  association  of  the  mutual  fund,  closed- 
end  fund,  and  unit  investment  trust  industries,  has  informative 
materials  for  you  FREE.  For  our  catalog,  circle  the  number  9  on  the 
reader  response  card. 


STOCK  FUND 


MONEY  MARKET  FUND 


BOND  FUND 


OTHER 


A  fertilizer  magnate  making  good  in  Hollywood?  They 
snickered  when  Arnon  Milchan  started  investing  in 
movies,  but  they  snicker  no  longer. 

A  dinneir  with 
Liz  Taylor 


'     By  Lisa  Gubemick  with  Julie  Schlax 

Even  in  Hollywood  $900  million 
is  a  lot  of  money.  For  an  independent 
producer  it's  an  amount  beyond  his 
dreams.  Not  surprisingly  the  film  cap- 
ital was  impressed  when  a  relative 
newcomer,  Arnon  Milchan,  an- 
nounced in  January  he  had  inked  a 
deal  giving  his  independent  produc- 
tion company  financing  that  could 
add  up  to  as  much  as  $1  billion. 
Warner  Bros.  Inc.  joined  with  the 


French  pay  TV  company  Canal  Plus 
and  German  media  outfit  Scriba  & 
Deyhle  to  back  Milchan's  Regency 
International.  Regency  gets  up  to 
$700  million  in  production  money; 
Warner  will  provide  as  much  as  $400 
million  to  cover  marketing  costs  in 
return  for  the  rights  to  distribute  the 
venture's  films. 

Arnon  Milchan?  He's  the  kind  of 
cosmopolite  the  film  capital  attracts 


Industrialist  turned 

moviemaker 

Arnon  Milchan 

Is  this  reclusive 

Israeli 

Hollywood's 

next 

billion-dollar 

man? 


these  days.  Besides  making  movies, 
he's  been  a  military  consultant,  fertil- 
izer producer,  airplane  distributor. 
Milchan  is  no  Hollywood  dilettante. 
He  has  established  his  reputation 
with  the  production  of  two  hits.  Pret- 
ty Woman  and  War  of  the  Roses,  two 
big  moneymakers. 

Milchan,  46,  speaks  fluent  French, 
Hebrew  and  English,  resides  in  Mon- 
te Carlo  and  owns  a  home  in  Paris  as 
well  as  in  Tel  Aviv.  He  carries  an 
Israeli  passport  and  lives  at  a  ritzy 
hotel  when  he's  in  Hollywood.  Wher- 
ever he  is,  Milchan  is  a  careful  man 
with  a  buck,  running  his  film  ventures 
with  the  same  cost-consciousness  he 
displays  in  his  other  businesses. 

Milchan's  story  starts  in  1966  when 
he  was  summoned  home  to  Tel  Aviv 
from  the  Universit}'  of  Geneva,  where 
he  had  been  studying  business  admin- 
istration. His  father  was  dying,  and 
the  young  man  had  to  take  over  the 
family  fertilizer  business,  which  was 
in  a  cash  bind  because  a  major  cus- 
tomer had  gone  broke,  owing  it 
$500,000.  Milchan  fixed  that  and 
soon  had  the  business  growing  with  a 
new  fertilizer  for  fruit  trees  that  was 
developed  with  Du  Pont.  Milchan 
expanded  into  pharmaceuticals,  then 
aeronautical  supplies,  becoming  the 
Israeli  licensee  for  large  companies 
like  Du  Pont,  Rhone-Poulenc  and 
Ciba-Geigy  and  a  consultant  to 
Raytheon.  In  the  early  Seventies  one 
of  Milchan's  companies  worked  with 
Raytheon  to  bolster  the  Israeli  go- 
vernment's arms  chest. 

In  1985  Milchan  got  some  unwant- 
ed publicity.  According  to  press  re- 
ports, an  Israeli  company  that  Mil- 
chan controlled  was  importing  kry- 
trons — devices  that  can  be  used  to 
make  atomic  weapons.  The  devices 
were  being  illegally  shipped 
out  of  the  U.S.  Milchan  denies  any 
wrongdoing. 

How  did  he  get  hooked  on  movies.'' 
Two  decades  ago  he  financed  a  few 
Israeli  productions.  When  producer 
Elliot  Kastner  heard  about  an  eager 
young  Israeli  with  a  fiiU  wallet,  he 
fixed  a  dinner  with  Elizabeth  Taylor, 
then  starring  in^  Little  Ni^fht  Music. 
Milchan  took  the  bait,  putting  $8 
million  into  three  of  Kastner's  new 
productions.  One,  The  Medusa  Touch, 
made  a  bit  of  money.  Milchan  never 
looked  back. 
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Milchan 

Next  came  tlic  niiniseries  Masada. 
This  time  Milchan  was  personally  in- 
volved. Instead  of  directly  investing  in 
the  $22  million  project,  he  acted  as 
the  completion  bond  guarantor,  in- 
suring that  the  film  was  finished  on 
time  and  on  budget.  Although  he  had 
fallen  in  love  with  movies,  he  didn't 
get  carried  away.  He  worked  hard  at 
keeping  costs  under  control.  "I  sat  on 
a  mountaintop  counting  light  bulbs," 
he  says.  Masada  made  him  $2  million. 

Next  came  Once  Upon  a  Time  in 
America,  Kin^  of  Comedy  and  Brazil. 
The  last  was  a  fiasco;  Sidney  Shein- 
berg,  president  of  MCA,  which  was 
releasing  the  film,  ended  up  battling 
with  Milchan  and  the  film's  director 
over  the  film's  final  cut.  Sniped  Shein- 
berg  at  the  time:  "I  think  the  greatest 
help  he  [Milchan]  can  be  to  the  future 
of  the  movie  business  is  to  continue 
his  activities  in  other  businesses." 

Milchan  didn't  take  Sheinberg's  ad- 
vice. And  he  had  learned  the  ropes, 
lyike  Carolco  Pictures  (FoRBES,  Nov. 
12,  1990),  Milchan  financed  produc- 
tions by  selling  foreign  rights  prior  to 
production.  In  a  couple  of  cases  he 
even  sold  oft  domestic  rights  and  kept 
only  a  small  percentage  of  the  film's 
box  office  receipts  as  well  as  a  produ- 
cer's fee;  this  made  moviemaking  rela- 
tively risk-free,  even  though  it  limited 
the  profit  potential.  Then  came  a  big 
hit.  Pretty  Woman.  Because  he  presold 
the  rights,  he  expects  only  about  10% 
or  so  of  the  $400  million  the  film 
grossed  worldwide. 

Under  this  new  deal,  Milchan  risks 
more  to  gain  more.  He  would  have 
gotten  over  five  times  as  much  from 
Pretty  Woman.  In  the  Milchan- 
Warncr-Scriba  &  Deyhle-Canal  Plus 
deal,  Milchan  will  be  putting  up 
about  25%  of  the  fiands  himself, 
backed  by  Germany's  Berliner  Bank 
and  Baycrische  Hypotheken  Bank.  In 
return,  all  rights  to  films  will  revert  to 
the  joint  venture  after  the  movies' 
initial  distribution.  This  will  help  Mil- 
chan establish  mo\'icdom's  most  valu- 
able asset:  a  libran,'. 

Milchan  says  he  now  controls  some 
20  private  oj:)erations  scattered 
throughout  the  globe,  with  combined 
revenues  of  over  $300  million.  But 
movies  are  clearly  his  first  love.  Having 
started  by  dipping  his  little  toe  into  the 
movie  business,  Arnon  Milchan  has 
now  plunged  in  all  the  way.  ^ 


All  banks  are  not  created  equal.  This  pair 
of  analysts  thinks  a  number  of  banks 
are  good  buys  right  now. 

Bank  bulls 


By  William  Tucker 

Frank  DeSaiNTIS  Jr.  and  Thomas 
Brown,  who  cover  banks  as  a  team  for 
PaineWcbber,  are  urging  their  insti- 
tutional customers  to  buy  selected 
bank  stocks.  Aren't  Brown  and  De- 
Santis  reading  the  newspapers?  Don't 
thev  know  how  close  the  banks  are  to 
insolvency?  Thev'xe  heard  all  this  but 
think  the  fears  are  wav  overdiscount- 
ed  in  the  prices  of  some  of  the  stocks, 
even  aft:er  the  big  early  1991  runup  in 
the  market. 

Their   recommendations,    by   the 
way,  have  little  to  do  with  the  blanking 


reforms  proposed  by  the  Bush  Ad- 
ministration, which  Brown  and  De- 
Santis  do  not  think  will  make  that 
much  diftcrence.  Their  favorites, 
based  on  fundamentals,  not  on  regu- 
lator\'  prospects,  are  Wells  Fargo, 
BankAmcrica,  U.S.  Bancorp  in  the 
Pacific  Northwest  and  First  Union  in 
North  Carolina.  "We're  not  recom- 
mending any  regional  banks  riorth  of 
Virginia,"  says  Brown.  The  recession, 
Brown  aftirms,  will  endure  longer  in 
the  Northeast. 
A  pair  of  transplanted  Midwestern- 


-  v 


^' 


Bank  analysts  Thomas  Brown  and  Frank  DeSantis 

Their  case  for  Wells  Fargo:  If  it  were  destined  to  suffer  huge  losses  on  real 

estate  lending,  they  would  have  shown  up  by  now. 
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OFTEN  THE  WAY  WE  FIT  IN  IS  WHAT  MAKES 

LJyJ  Oil\i>l^  vyvJ  X.     As  a  multinational  producer  ofnickel  and  nickel-based  alloys,  we 
understand  how  different  elements  blend  together.  It's  our  business. 

We're  Inco,  once  known  as  the  International  Nickel  Company,  and  no  stranger  to  foreign  affairs. 
In  the  Far  East,  we've  spent  the  past  three  decades  getting  accustomed  to  the  customs. 
So  we're  a  part  of  projects  from  the  ground  up. 

Consider  the  Tokyo  community  centre  depicted  above.  Stainless  steel  roof  tiles  and  decorative 
rings  containing  10  per  cent  nickel  lend  lasting  strength  and  beauty  to  an  architectural  style  2000  years 
old.  While,  true  to  Inco's  spirit  of  innovation,  our  patented  coloring  process  adds  an  eternal  gracenote. 

Our  nickel  sales  are  about  equal  in  Europe,  North  Aiierica  and  Asia.  In  fact,  we  account  for  one  third  of  the 
nickel  supplied  to  these  markets.  And  80  per  cent  of  our  production  is  spoken  for.       m  ^i^  jm  ^^ 
Which  is  why  more  people  are  getting  to  know  us  better.  1 1  |  ^||  %^ 

And  vice  versa.  STRONGER  FOR  OUR  EXPERIENCE 


For  mnrf  information,  wrirp  Direrrnr  Invt'<,ror  Rflarioni^   Inrn  I  iniitiiH   Onr  Nii'u  Ynrk  I'l.i/i   V  Y    \(UU\A 
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Nothing  north  Of  Virginia 

Price/earninoc 

Earnings  per  share 

I    1  IV^r  CCI 

on 

1991 

Non- 

Recent 

1991 

1991 

relto 

Price/ 

Assets 

performing 

Secondary 

Bank 

price 

1990 

estimate 

estimate 

S&P 

Yield 

book 

($bil) 

assets 

reserves' 

BankAmerica 

32'/8 

$5.08 

$5.20 

6.2 

37% 

3.1% 

118% 

$113 

3.92% 

44.7% 

Bank  of  New  York 

24'/8 

3.98 

4.40 

5.5 

8,8 

68 

45 

4.78 

40.4 

Barnett  Banks 

23% 
24'/, 

1.61 
2.73 

2.75 
3.20 

9.5 
7.6 

5.1 
8.2 

97 

32 

3.36 

30.2 

First  Chicago 

67 

51 

4.90 

36.9 

First  Union 

\9/» 

2.52 

2.80 

7.0 

5.5 

95 

41 

3.07 

32.2 

Security  Pacific 

25 
23'/2 

1.18 

4.40 

5.7 

10.1 
4.3 

76 
119 

85 

4.14 

37.9 

US  Bancorp 

3.06 

3.35 

7.0 

18 

2.48 

27.6 

Valley  National 

\VA 

0.38 

2.25 

7.3 

0.0 

72 

11 

7.18 

50.6 

Wells  Fareo 

m, 

12.04 

12.30 

5.6 

5.8 

121 

56 

2.89 

40.1 

'Total  reserves  minus 

1%  of  performing  loans  divided  by  nonperforming  assets 

Source:  PaineWebber  Financial  Sen/ices. 

iik^ 

^itiiA 

<■'.  v'^ ;  i».c»ita 

H 


Analysts  Frank  DeSantis  and  Thomas  Brown  prefer  Sunbelt  banks. 
They  like  to  see  loss  reserves  large  enough  to  cover  a  significant 
fraction  of  nonperforming  loans,  even  after  setting  aside  a 
"primary"  reserve  equal  to  1%  of  performing  loans. 


ers,  DeSantis,  29,  and  Brown,  32,  eat, 
drink  and  almost  sleep  banks.  They 
ride  the  same  commuter  train  from 
Greenwich,  Conn,  and  even  socialize 
together  on  weekends.  "Our  wives," 
sighs  DeSantis,  "are  resigned  to  lis- 
tening to  us  talk  about  banks." 

What  the  wives — and  the  clients — 
are  hearing  from  the  pair  is  that  the 
nation's  banks  will  come  through  the 
current  crisis  in  fairly  good  shape.  "In 
general,  the  banks  are  going  to  have 
enough  reserves  to  handle  the  antici- 
pated losses,"  says  DeSantis.  "Sure, 
there  are  plenty  of  land  mines  out 
there,  but  also  lots  of  bargains.  In 
addition,  there  is  a  high  short  position 
on  banks  right  now — over  11%  of  the 
total  short  [interest]  on  the  New  York 
Stock  Exchange  [is  in  bank  stocks]. 
Those  positions  will  eventually  have 
to  be  covered." 

We  asked  the  pair:  Isn't  Wells  Far- 
go heavily  involved  in  commercial 
real  estate  .> 

"Thaf  s  been  the  rap,"  Brown  re- 
plies. "It  has  24%  of  its  loans  in 
commercial  real  estate  and  another 
8%  in  highly  leveraged  transactions. 
But  in  our  view  Wells  Fargo  remains 
the  best  commercial  real  estate  lender 
in  the  country.  Its  top  managers — 
Carl  Rcichardt,  Paul  H;izen  and  Da- 
vid Petrone — have  20  jears'  experi- 


ence each  in  the  business,  and  it 
shows.  Only  3%  of  Wells  Fargo's 
commercial  real  estate  portfolio  is  not 
performing  today,  as  opposed  to  an 
average  of  close  to  10%  for  other 
banks.  Last  year  commercial  charge- 
ofFs  were  only  $36  million  out  of  a 
$  1 3  billion  portfolio,  less  than  0.3% ." 

The  speculators  who  are  short  on 
Wells  Fargo  are  guessing  that  the 
really  big  loan  writeoffs  are  yet  ahead. 
But  Brown  and  DeSantis  say  you  can't 
hide  bad  loans  that  long.  "The  col- 
lapse has  already  occurred,"  said  De- 
Santis. "If  the  losses  were  there,  they 
would  have  shown  up  already." 

BankAmerica,  California's  largest 
bank,  is  another  of  Brown's  favorites. 
"Their  real  estate  problems  peaked  in 
1987,"  he  says.  "Sure,  the  market  was 
starting  to  go  bad,  but  basically  they 
were  poor  lenders.  Their  overseas  op- 
erations were  also  earning  a  very  me- 
diocre return. 

"They  brought  in  a  new  manage- 
ment team  from  Wells  Fargo — they 
seem  to  grow  managers  over  there. 
Since  then  they've  downsized  their 
foreign  operation  and  reinvigorated 
their  unproductive  branch  system. 
Before  that,  the  branches  were  being 
used  only  to  collect  deposits.  Their 
improved  performance  has  enabled 
them  to  buy  a  couple  of  Arizona 


thrifts,  and  they  are  the  front-runner 
in  bidding  for  the  Bank  of  New 
England." 

Charlotte,  N.C. -based  First  Union 
is  another  former  Wall  Street  darling 
whose  friends  have  deserted  it.  "First 
Union  lost  some  of  its  luster  when  it 
made  a  lot  of  dilutive  acquisitions 
after  1985,"  recalls  Brown.  "Several 
turned  out  to  have  bad  real  estate 
loans.  But  management  is  out  of  the 
acquisitions  game  and  is  now  focused 
on  cost  savings.  And  dilutive  as  these 
acquisitions  may  have  been,  they  have 
left  First  Union  with  a  tremendous 
franchise.  It's  one  of  the  top  three 
banks  in  Florida  and  North  Carolina, 
and  among  the  four  biggest  in  South 
Carolina  and  Georgia." 

Although  he's  not  expecting  mir- 
acles, DeSantis  believes  the  climate 
for  banks  could  improve  significantly 
if  Congress  repeals  the  1927  McFad- 
den  Act,  which  restricts  interstate 
banking.  "It  would  allow  the  banks 
that  already  have  interstate  operations 
to  cut  duplicate  stafTs,"  he  says. 

Yes,  the  stock  market  is  way  up  so 
far  this  year,  taking  bank  stocks  up 
with  it.  But  while  the  market  is  close 
to  alltime  high  territory,  bank  stocks 
are  still  relatively  depressed  compared 
with  their  levels  of  a  couple  of  years 
back.  ^ 
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i  nere  s  no  limit  to  tne  promises  dental  insurers 
can  make.  vJnly  to  tnose  tney  can  keep. 


-ZTjLt  Delta  Dental  we  keep  our  promises.  Unlike  many  or  our  competitors,  we  rocus  on 
true  cost  management,  ratner  tnan  simply  snirting  tne  cost  to  your  employees.  Thougn 
we  never  promised  tne  moon,  last  year  alone  we  aeliverea  savings  or  over  $  1 00  million 
to  our  groups  and  suDscribers.  LJ  How?  Tnrougn  safeguards  wnicn  include  ree  reviews, 
dental  omce  audits,  dentist-consultant  reviews,  and  post-treatment  reviews,  tne  Delta 
Dental  Cost  Management  Program  otters  controls  in  a  way  otner  insurers  can't  begin 
to  match.  LJ  But  Delta  s  cost  management  is  oruy  one  racet  or  a  unique  tnree-point 
system  tnat  also  includes  plan  design  rlexinility  and  106,000  dentists  in  tne  nation's 
largest  participating  network.  CH  It's  a  program  only  Delta  Dental  orrers.  Tnat's  wny 
we  now  cover  more  than  20  million  people  in  23,000  groups  and  pay  more  than  $2 
billion  a  year  ror  dental  care.  To  learn  more  about  how  your  group  can  benerit  rrom 
Delta  Dental,  call  1  -800-44 1-3434  today.      ^  D^ltS  Dfiflt^l 

America^  Leader  In  Dental  Health  Plans. 


.J^^^ 
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UTERS/COMMUNICATIONS 


Teleconferencing  may  be  the  coming  thing, 
but  before  you  buy  a  $39,500  picture  system, 
remember  that  prices  are  coming  down  rapidly. 


Wait 
and  save 


By  David  Churbuck 

Perhaps  no  technology  has  suf- 
fered more  from  the  prosperir\'-is- 
just-around-thc-corncr  syndrome 
than  the  video  telephone.  at8ct  creat- 
ed much  hoopla  with  a  demonstration 
of  the  device  27  years  ago  in  New 
York.  Through  all  the  vears,  long- 
distance rates  came  down,  electronic 
chips  got  more  powerful  and  video 
cameras  got  smaller.  Still,  the  day 
never  quite  arrived  when  the  average 
business  executive  wanted  one  of 
these  things  on  his  desk.  And  then 
there  was  the  chicken-and-egg  prob- 
lem. Why  buy  one  if  the  person  on  the 
other  end  doesn't  own  one? 

Until  this  year,  when,  so  it  seems, 
video  teleconferencing's  day  has  final- 
ly arrived.  The  impetus:  fears  over 


terrorism  and  international  traxel. 
Such  is  the  excitement  o\'er  the  tech- 
nology that  market  analyst  Albert  Lill 
of  the  Gartner  Group  is  predicting 
roughlv  a  doubling  of  sales  this  year 
for  the  two  most  visible  manufactur- 
ers in  this  market.  Compression  Labs 
in  San  Jose,  Calif  and  PictureTel  in 
Peabody,  Mass.  Their  stocks  are  up 
70%  and  160%,  respectively,  ~  from 
their  1990  lows. 

But  anyone  tempted  to  respond  to 
the  excitement  with  a  purchase  order, 
for  cither  a  system  or  a  block  of  stock, 
ought  to  ponder  the  fact  that  prices 
are  falling  rapidly.  Today's  $39,500 
videoconferencing  system  (the  Pic- 
tureTel System  4000)  may  be  dis- 
placed by  a  $3,950  device  in  a  few 


Intemiiiaonai  dei  and  for  time  on  US  Sprint's  IVIeeting  Channel,  a  public  video 
teleconfarencing  service,  has  quintupled  since  the  outbreak  of  war. 
Cost:  about  $1,800  an  hour  for  a  U.S.-U.K.  connection. 


years.  And  when  the  dust  settles,  if 
may  not  be  the  pioneers  that  own  the 
marketplace.  Code-A-Phone  pioneer- 
ed the  answering  machine,  but  it  now 
shares  the  market  with  larger  compa- 
nies, like  Matsushita,  AT&T  and  Sony. 

After  nearly  a  decade  of  research 
and  development  and  losses,  Picture- 
Tel and  Compression  Labs  have  final- 
ly started  to  sell  some  of  their  systems, 
and  the  war  angle  is  a  real  selling 
point.  One  indicator  of  how  much  is 
the  experience  of  US  Sprint,  which 
offers  video  teleconferencing  through 
its  Sprint  Meeting  Channel.  A  US 
Sprint  spokesman  says  international 
demand  has  quintupled  since  the  out- 
break of  war,  notwithstanding  a  rate 
of  $1,332  an  hour  for  a  connection 
from  the  U.S.  to  England.  That's  just 
for  the  telephone  line,  a  high-capacity 
link  at  768,000  bits  per  second, 
roughly  equivalent  to  12  simulta- 
neous voice  connections.  Equipment 
rental  is  additional.  It  would  typically 
run  another  $480  per  hour  combined 
for  rental  of  two  meeting  rooms  with 
PictureTel  or  Compression  Labs 
equipment  and  the  assistance  of  oper- 
ators skilled  with  camera  work.  Still,  a 
two-hour  teleconference  for  $3,600  is 
probably  cheaper  than  flying  a  team  of 
executives  to  Heathrow,  and  is  con- 
siderably safer.  The  open  question  is 
how  long  before  travelers  stop  worry- 
ing about  terrorism. 

PictureTel's  biggest  problem  for 
now  is  handling  rapid  growth.  Last 
year  it  lost  $209,000  on  sales  of  $37 
million,  which  were  double  those  of 
the  year-earlier  period.  In  the  course 
of  not  quite  breaking  even,  however, 
it  ran  through  $9.1  million  of  cash, 
most  of  it  borrowed. 

Compression  Labs  is  in  better 
shape,  having  netted  $2.6  million,  or 
27  cents  a  share,  on  1990  sales  of  $52 
million.  Compression  Labs  owns  the 
high  end  of  the  market,  systems  "that 
let  you  see  the  sweat  on  the  brow  of 
the  other  guy,"  as  analyst  Lill  puts  it. 
A  videoconferencing  system  can  run 
as  high  as  $300,000  for  a  state-of-the- 
art,  near-broadcast-qualit\'  s)'stem  in 
well-appointed  rooms  at  each  end. 
The  company  is  also  aiming  at  the  low 
end  of  the  market  with  plans  for  a 
$1,500  telephone  that  would  include 
a  3-inch-by-3-inch  color  liquid  cr)'stal 
screen.  That  system  would  be  capable 
of  displaying  moving  (if  somewhat 
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jerky)    video   over   ordinarv   voice- 
grade  phone  lines. 

Still  cheaper  svstems  are  inevitable. 
Intel  and  PictureTel  are  working  to- 
gether on  a  chip  set  for  telcvideo  data 
handling  that  could  be  priced  as  low 
as  $60  in  large  quantities.  (This  does 
not  include  the  camera  or  the  viewing 
screen,  which  would  continue  to  cost 
about  as  much  as  a  cheap  camcorder 
and  television.)  Then  anv  manufac- 
turer could  incorporate  videoconfer- 
encing powers  into  personal  comput- 
ers or  even  common  phones. 

When  Qjmpression  Labs'  $1,500 
telephone  hits  the  marketplace  some- 
time next  year,  videophones  could 
catch  on  the  way  fax  machines  did 
several  years  ago — so  the  company 
hopes.  But  don't  forget  that  fax  ma- 
chines caught  on  because  they  are 
exceedingly  usefijl.  If  you  need  the 
draft  of  a  contract  sent  immediately  to 
your  lawyer,  a  fax  spares  you  a  $  10  fee 
and  a  day's  wait  for  overnight  mail. 
It's  not  clear  people  will  pay  compara- 
ble sums  just  to  see  a  lawyer's  face. 

Picture  phones  will  not,  of  course, 
become  ubiquitous  unless  different 
brands  are  compatible.  To  that  end, 
the  manufacturers  pushed  through  an 
electronic  communication  standard  at 
the  Comite  Consultatif  International 
Telcgraphiquc  et  Tclcphonique,  the 
international  body  that  standardized 
fax  transmissions.  In  both  cases  the 
standards  have  to  do  with  the  formu- 
las for  compression  of  data.  Transmis- 
sion costs  would  be  prohibitive  with- 
out mathematical  schemes  to  strip  the 
redundancies,  irrelevancies  and  white 
space  out  of  faxes  and  pictures  before 
they  are  sent  over  the  phone  lines. 

All  the  while  supporting  interna- 
tional standards  to  broaden  the  mar- 
ketplace, the  rival  manufacturers  are 
developing  proprietar\'  compression 
formulas  that  will  deliver  far  better 
picture  quality  (or  lower  telephone 
charges)  when  the  two  people  tele- 
conferring  happen  to  own  the  same 
brand  of  phone.  "Breakthroughs  in 
fractal  compression  promise  unbe- 
lievable quality,"  says  Lill,  referring  to 
a  branch  of  mathematics  made  fam- 
ous by  chaos  theorist  Benoit  Mandel- 
brot. "This  is  an  industry  to  watch." 

That  may  be  good  advice.  Don't  be 
the  first  on  your  block  to  own  one  of 
these  things.  Sit  and  watch  for  a 
while.  WM 
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Semiconductor  chips  are  like 
perfume:  Much  of  the 
value  is  in  the  packaging. 

Chip 
squeeze 

By  Kathleen  K.  Wiegner 

Computer  electronics  has  evolved 
from  the  bulky  vacuum  tube  and  then 
the  transistor  to  a  fingernail-size  bit  of 
silicon  containing  most  of  the  power 
of  a  mainframe  processor.  The  pack- 
aging   for    the    electronic    wonders 


hasn't  kept  up.  The  familiar  chip  pack- 
age— a  rectangle  with  rows  of  pins 
sticking  out  the  bottom  like  so  many 
centipede  legs — has  changed  only 
slowly  since  the  1970s. 

The  centipede  package,  at  about  a 


Stephen  Pittman,  chief  executive  of  nChip,  Inc. 

Putting  chips  in  the  old-style  packages  is  like  putting  lOOmph  cars  on 
highways  that  only  allow  the  cars  to  drive  at  75mph.  What  he  sells  is  a 
faster  electronic  highway. 
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square  inch  in  size,  is  rather  bulky  in 
the  scale  of  microelectronics.  As  a 
result,  electrical  signals  leaving  one 
semiconductor  chip  have  to  travel  a 
long  way  to  get  to  their  neighbors,  as 
long  as  six  inches.  At  the  speed  with 
which  electricity  moves  along  from 
chip  to  chip  (not  quite  as  fast  as  light 
in  a  vacuum),  the  trip  could  take  a 
billionth  of  a  second.  Toda\''s  impa- 
tient microprocessor  and  memory 
chips  find  such  delays  unacceptable. 
There's  another  problem  with  those 
centipede  legs:  They  are  so  long  that 
they  degrade  the  quality  of  the  electri- 
cal signal  being  sent. 

In  the  early  1980s  Trilog\'  Ltd. 
attempted  to  deal  with  this  problem 
by  way  of  an  ambitious  scheme  called 
wafer-scale  integration.  Instead  of 
packaging  a  microprocessor,  memory 
and  other  chips  separately  and  then 
wiring  them  together  on  a  circuit 
board,  this  would-be  computer  maker 
wanted  to  etch  up  to  1 00  related  chips 
onto  a  single  two-inch  square  of  sili- 
con. It  didn't  work:  The  first  chip 
shorted  out  and  overheated  in  tests. 
Trilogy  ran  through  $200  million  of 
venture  capital  before  merging  with 
supercomputer  maker  Elxsi  (which 
has  since  left  the  computer  business). 

Now  computer  makers  are  resort- 
ing to  a  packaging  scheme  that  com- 
bines the  tight  packaging  of  wafer- 
scale  integration  with  the  case  of  chip- 
by-chip  silicon  production.  It's  called 
the  multichip  module.  Small  chips  are 
fabricated   and   tested   individually, 


and  the  flawless  ones  are  glued  onto  a 
wafer  in  close  proximit}'.  IBM  main- 
frames, certain  military  computers 
with  unusual  speed  demands  and 
some  other  applications  have  been 
using  this  approach. 

Until  recently  multichip  modules 
weren't  available  for  the  mass  mar- 
ket— in  desktop  computers,  for  in- 
stance. But  the  processors  inside  these 
desktop  computers  have  been  getting 
faster,  to  the  point  where  centipede 
packaging  is  a  serious  impediment.  In 
Februar\'  Intel  described  a  100-mega- 
hertz  microprocessor  at  the  Interna- 
tional Solid  Circuit  Conference  in  San 
Francisco.  This  is  a  chip  that  runs 
through  one  tick  of  its  clock  every  10 
billionths  of  a  second.  The  device 
might  somedav  make  a  nice  worksta- 
tion— except  that  conventional  chip 
packaging  would  choke  off  its  speed. 

Problems  create  opportimities. 
Now  two  engineers  from  Lawrence 
Livermore  National  Laboratory, 
Bruce  McWilliams  and  David  Tuck- 
erman,  have  put  together  a  company, 
San  Jose-based  nChip,  to  bring  the 
multichip  module  to  the  desktop.  In 
nChip's  module,  bare  chips  are 
mounted  with  a  thermally  conductive 
glue  on  a  silicon  dioxide  base.  The 
glue  creates  a  path  for  diverting  the 
dangerous  waste  heat  off  to  a  part  of 
the  module  where  it  won't  do  any 
harm.  These  chips  are  then  connected 
with  wire  bonds  attached  to  the  sili- 
con. This  "silicon  circuit  board"  fits 
into  one  package.   Result:   shorter 


travel  times  between  chips,  higher- 
quality  connections  and  cheaper  end 
products. 

Workstations  are  the  first  place 
nChip's  modules  will  show  up.  Cy- 
press Semiconductor's  Ross  Technol- 
ogy  subsidiar)'  is  working  with  nChip 
on  a  processor  module  similar  to  that 
in  a  Sun  Microsystems  Sparc  worksta- 
tion. Next?  Personal  computers  with 
processors  that  run  at  over  40  mega- 
hertz, well  ahead  of  the  33-megahertz 
speed  handled  with  conventional  chip 
packaging. 

Says  Milton  Buschbom,  product 
manager  for  high-performance  spe- 
cialty chips  at  Texas  Instruments: 
"There  is  no  reason  why  you 
shouldn't  be  able  to  put  from  50%  up 
to  90%  of  a  PC  system  on  a  single 
multichip  module." 

Major  chip  and  systems  companies 
like  Motorola,  IBM,  AT&T  and  Texas 
Instruments  all  have  multichip  pro- 
grams for  special  uses.  But  nChip 
seems  to  be  the  first  company  to  be 
trying  to  push  this  technology  into 
the  mainstream.  The  founders — who 
have  so  far  received  $7.5  million  in 
venture  backing — know  it  won't  be 
easy.  Says  Stephen  Pittman,  who  re- 
cently joined  the  company  as  chief 
executive  after  15  years  at  Motorola: 
"Overnight,  you  don't  change  that 
chip  mentality  of  just  putting  more 
and  more  transistors  on  a  chip."  But 
nChip's  aims,  less  revolutionary  than 
Trilogy's,  seem  to  have  a  much  better 
chance  of  commercial  success.        ^ 


The  new  shrink  packaging 
The  board  that  Ross 
Technologies  created 
for  the  Sparc/RISC 
processor  and  its 
supporting  chips  dwarfs 
the  nChip  version  that 
performs  the  same 
function. 
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Introducing  The  No.1  Reason 
To  Buy  A  Plain  Paper  Fax 
From  The  No.1  Fax  Company  hi  America. 


1991  Sharp  Electronics  Corporation 


The  Sharp  FO-6000. 

Tbday,  the  paper  your  fax  is  printed  on 
can  be  as  critical  as  what  it  says.  New 
business  needs  demand  new  thinking. 
Sharp  Thinking. 

The  new  FO-6000  is  the  most  ad- 
vanced plain  paper  laser  fax  ever  to 
fc^  come  from  Sharp.  It  prints  on  letter 
^  or  legal-sized  bond  paper  that  won't 
fade,  discolor  or  curl.  Every  fax  is  a 
clear,  laser  printed  document  you  can 
sign,  file  or  re-fax.  What's  more,  the 
sender's  I.D.  code  can  be  turned  off, 
leaving  nothing  to  differentiate  the  fax 
from  the  original. 

Sharp's  entire  family  of  plain  paperfax 
are  affordable,  as  well  as  designed  with 
all  the  advanced  features  your  business 
needs.  It's  that  kind  of  thinking  that's 
made  Sharp  the  number  one  brand  of  fax 
in  America  for  three  years  and  running, 
lb  learn  more,  call  1-800-BE-SHARR 

SHARP 

FROM  SHARP  M^NblS 
COME  SHARP  PRODUCTS- 


BANKING  SYSTEMS  •  (AKUIATORS  •  COIOR  SCANNERS  •  COMPUTERS  •  COPIERS  •  ELECTRONIC  CASH  REGISTERS t  TYPEWRITERS  •  riECTRMKO?'- 


This  oid  technology  leader  emerged  from  the  1980s 
looking  like  a  dinosaur  heading  for  extinction. 

Can  dinosaurs 
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By  Julie  Pitta 

"I'd  like  the  new  TektronLx  stN'le  to  be 
more  cosmopolitan,"  says  Robert 
Lundecn,  chairman  of  the  xenerable, 
$1.4  billion  (fiscal  1990  sales)  elec- 
tronic instruments  firm  nestled  in  bu- 
colic Bcavcrton,  Ore.  "In  some  ways 
we're  still  very  provincial.  We're  still 
doing  things  the  Beaverton  way." 

The  Beaverton  way  is  no  longer  the 
world's  way,  and  so,  after  building  a 
thriving  business  in  oscilloscopes  in 
the  1960s  and  1970s,  Tektronix 
found  itself  lagging  in  the  1980s.  Its 
problem  wasn't  technolog)'.  Founded 
by  two  engineers,  the  company  prides 
itself  on  its  abilit^'  to  invent.  Its  prob- 
lem was  marketing.  In  the  tranquilit)' 
of  the  Pacific  Northwest,  Tektronix 
management  seemed  unable  to  hear 
the  drumbeats  of  the  marketplace. 

It's  one  of  the  great  coulda- 
shoulda-woulda  stories  of  computers. 
Tektronix  engineers  designed  the  first 
technical  workstation  in  the  mid- 
1970s,  but  management  failed  to  see 
its  potential  and  never  promoted  the 
machine.  In  the  oscilloscope  business, 
Tektronix  lost  customers  to  Hewlett- 
Packard,  the  price  it  paid  for  lagging 
with  new  products. 

As  Tektronix  struggled  to  reverse 
the  decline,  its  board  in  1987  installed 
a  marketing  man,  David  Friedley,  as 
president.  He  faced  serious  problems, 
including  a  bloated  cost  structure: 
For  fiscal  1988,  Tek's  revenues  per 
emplovcc  were  $84,000,  against 
Hewlett  Packard's  $  1 1 3,000  and  Sun 
Microsysrcms'  $150,000.  An  insider, 
Friedley  m-de  scant  progress  against 
the  probic i;  s.  Last  spring  the  board 
panicked:  ';  :;k's  debt  was  $262  mil- 
lion vvith  a  recession  looming,  and 
sales  were  flat,  operating  margins 
slim.  Friedlev  was  removed  and  the 


board  began  searching  for  a  replace- 
ment. "It  was  essential  to  get  someone 
from  the  outside,"  sa\'s  Chairman 
Lundeen.  "We  needed  someone  who 
could  act  decisively  and  rapidlv." 

While  looking  for  a  president,  the 
board  hired  former  National  Semi- 
conductor finance  man  Gar)'  Arnold, 
a  hardened  chip  industry'  veteran,  to 
begin  the  cutbacks.  "I  came  in  looking 
like  the  grim  reaper,"  savs  Arnold, 
who  is  now  chief  financial  ofl^icer.  At  a 
companv  that  had  alwavs  prided  itself 
on  offering  a  comfortable  working 
environment,  Arnold's  job  was  not 
easv.  He  trimmed  the  work  force  bv 
about  1,300,  or  10%.  TektronLx  sold 
its    semiconductor    test    equipment 


business  and  shut  down  a  division 
that  had  belatedh'  entered  the  work- 
station business,  long  after  Sun  Mi- 
crosystems had  rein\ented  that  mar- 
ket. The  cutbacks  have  paid  otf:  For, 
its  fiscal  1991  first  half,  ended  this 
past  Noxembcr,  TektronLx  reported 
earnings  of  $21  million,  against  a 
year-earlier  $1.4  million  loss. 

Finally,  in  October,  the  board 
found  a  new  president,  Jerome  Mev- 
er,  a  Honex^vcU  \eteran  whose  most 
recent  assignment  was  to  run  Hon- 
e\'\veirs  $1 -billion-plus  industrial 
business  di\'ision.  As  he  sets  about 
tning  to  rebuild  Tektronix,  Meyer 
has  as  a  foundation  the  oscilloscope 
business,  where  the  company  still 
holds  a  lead  o\er  Hewlett-Packard. 
Altogether,  oscilloscopes  and  other 
test  and  measurement  instruments  ac- 
count for  about  55%  of  revenues. 
Although  a  mature  market — growth 
has  slowed  to  single  digits — it's  high- 
ly profitable;  Tektronix's  gross  mar- 
gins arc  in  the  50%  range.  For  growth 
there's  the  communications  test  and 
production  equipment  and  color 
printer  businesses.  Color  printers — 
alreadv  a  $100  million  business — 
could  someday  be  as  big  a  market  as 
workstations,  and  this  time  Tektronix 
is  determined  not  to  let  the  market  slip 
through  its  fingers.  IH 


Tektronix  Chief  Executive  Jerome  IVIeyer  and  finance  man  Gary  Arnold 
Arnold  says  he  "came  in  looking  like  the  grim  reaper." 
But  he  got  results:  For  the  first  half  the 
company  was  back  in  the  black. 
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Anacotnp  introduces  the  fastest, 
most  efficient,  most  productive 
inforaiation  and  image  management 
(I&JM)  system  in  the  world:  The 
l3atagraphiXXFP  2000™ . 


We  Can  Put  A  Million  Pj^es 

Of  Im£^es  And  Information 

Inside  This  Box. 


This  new  micrographics  system  has 
spawned  a  wondrous 
storage  fiche  we  call 
"WonderFiche." 
It  has  all  the  ad- 
.  vantages  of  space 
and  paper  savmgs 

,  that  alone  may  pay 

for  the  cost  of  the  system. 


The  Fiche  That  Can  Help  You 
Find  A  Needle  In  A  Haystack. 

Thanks  to  Advanced  Function 
Indexing^^ ,  and  our  exclusive 
retrie  vafsystem,  Ariatrieve™' ,  you 
can  put  your  finger  on  what  you 
need  and  output  it  faster  than  you 


can  say  "1  want  it 
and  I  want  it  now!" 

The  Flying  Fiche. 

If  speed  is  important, 
you  should  know  that  our 
newsystem,  thanks  to  state-of- 
the-art  software,  our  patented  contin- 
uous motion  laser  imaging  system  and 
the  like,  can  process  fiche  twice  as  fast 
as  any  other  micrographics  system. 
Over  30,000  lines  per  minute  fast. 

What  You  Put  In 
Is  What  You  Get  Out. 

Anacomp's  new  DatagraphiX  XFP 
2000"™  is  the  only  Computer  Output 
Microfilm  (COM)  system  with 
the  ability  to  '    ^ 

output  a 
vanetyof 
fonts,  forms, 
signatures, 
logotypes, 
invoices  and 
statements 


Thf 

Wonder 

Fiche. 

which  have  the  "branded"  and 
"corporate-look"  of  the  original,  and 
which  can  be  output  with  raw  alpha- 
numeric data  of  sales  transactions. 

The  WonderFiche: 

It's  A  Perfect  Marriage  Of 

Micrographics  And  The  Most 

Advancol  Computer  Technology. 

Don't  let  us  be  the  Wonder  Fiche 
that  got  away.  For  information  on 
ownmg  an  Anacomp  I  &  IM  system, 
or  on  handling  your  needs  through 
one  of  our  service  bureaus,  write 
J.  Mark  Woods,  E.V.P.,  Anacomp, 
Inc.,  3060  Peachtree  Road,  N.WT, 
Suite  1700,  Atlanta,  GA30305.  Or 
call  404-262-2667. 

THE  IMAGE  OF  THE  FUTURE. 
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But  can  it  read 
your  mind.^ 


COMMENTARY  BY  ESTHER  DYSON 


Esther  Dyson  is  editor  and  publisher  of  the 
newsletter  Release  1 .0. 


This  column's  last  discussion  of  the 
"notepad  revolution"  (June  15, 1990) 
took  place  before  the  products  were 
out.  The  notepad  I  envisioned  (with 
some  help  from  GO  Corp.  and  others) 
was  a  handy  little  machine  that  you 
could  carry  around  with  you  to  man- 
age your  schedule,  handle  your  mail 
and  keep  you  in  touch  with  home 
base.  Under  the  covers  it  was  a  com- 
puter, but  it  didn't  feel  like  one — no 
keyboard,  no  strange  command  se- 
quences to  learn,  no  cryptic  error 
messages  if  you  had  missed  your  les- 
son and  typed  something  wrong.  It 
could  even  read  your  handwriting. 

Nine  months  later  this  vision  is  a  lot 
closer  to  reality.  GO  Corp.  has  an- 
nounced PenPoint,  the  software  that 
will  make  such  a  notepad  possible, 
and  a  number  of  hardware  compa- 
nies, including  IBM,  NCR  and  Grid, 
have  announced  that  they  will  make 
notepad  machines  to  run  PenPoint. 
Meanwhile,  Microsoft  has  an- 
nounced Pen  Windows,  a  version  of 
its  bestselling  Windows  program  de- 
signed to  run  on  notepads  and  read 
handwriting. 

vSo  pen-based  computing  is  attract- 
ing a  lot  of  attention,  but  I  fear  the 
battle  is  being  mispositioned.  Com- 
mentators are  Ibcusing  on  the  hand- 
writing recognition  capabilities  of 
these  systems  wuhout  paying  atten- 
tion to  the  software  that  underlies 
everything.  It's  as  if  one  were  to  de- 
scribe the  Macintosh  phenomenon  as 
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"mouse-based  computing." 

The  battle  is  described  as  concern- 
ing the  next  generation  of  laptops  and 
handwriting  recognition,  but  it's  big- 
ger than  that.  It's  really  over  the  next 
generation  of  computers. 

Microsoft  wants  to  position  pen- 
based  computers  on  its  own  continu- 
um, which  is  why  Pen  Windows  will 
accommodate  handwriting  and  pen 
"gestures" — flicks,  cross-outs,  check- 
marks and  the  like. 

That's  sensible.  For  developers,  it's 
almost  no  work  at  all  to  make  their 
applications  pen-aware;  Microsoft's 
Pen  Windows  does  most  of  the  work, 
translating  gestures  into  commands 
(delete  this,  move  that  and  so  forth) 
and  handwriting  into  computer  char- 
acters (with  any  errors  correctable  by 
the  user) .  For  users,  the  advantage  is 
the  ability  to  keep  on  using  the  same 
old  applications:  Anything  you  did 
on  your  desktop  PC,  you  can  still  do  on 
your  Pen  Windows  machine. 

GO  Corp.'s  answer  to  this  is  essen- 
tially, yes,  but.  Yes,  you  can,  but  why 
bother?  It's  as  if  you  went  to  Paris  and 
found  the  nearest  McDonald's  be- 
cause you  didn't  know  the  words  for 
Chateaubriand  or  coq  au  vin.  If  you 
were  moving  to  another  keyboard 
system,  sure,  you  wouldn't  want  to 
change  anything.  But  maybe  it's  time 
for  you  to  outgrow  your  keyboard. 
With  PenPoint  you  learn  a  new,  more 
efficient  language  that  enables  you  to 
enjoy  the  system's  unique  advantages. 

With  PenPoint,  you  can  get  at  your 
existing  data — spreadsheets,  custom- 
er records,  documents,  pictures  and 
diagrams — but  do  you  really  want  to 
do  the  same  old  things  with  them? 
Wouldn't  it  be  nicer  to  have  them  do 
more  of  the  work  automatically?  To 
extend  the  language  metaphor  fur- 
ther, wouldn't  it  be  nice  to  have  a 
software  waiter  who  could  figure  out 
what  you  wanted  without  your  hav- 
ing to  express  it  explicitly?  You  get  the 
same  ingredients,  but  more  elegantly 
cooked  and  without  giving  the  cook 


instructions  in  a  foreign  language. 

Now  this  is  not  fiilly  achieved  with 
PenPoint,  but  it's  moving  in  that  di- 
rection. PenPoint  provides  the  under- 
pinnings for  software  developers  to 
put  that  kind  of  application-specific 
intelligence  into  their  softrware.  (You 
tell  the  waiter  you  want  beef,  not 
chicken,  and  he  comes  up  with  some 
appealing  beef  dishes.)  Intelligence  in 
this  context  can't  be  general;  the  sys- 
tem has  to  know  roughly  what  the 
user  is  trying  to  do,  and  then  it  can 
make  a  reasonably  good  guess. 

If  you're  filling  in  a  purchase-order 
form,  for  example,  chances  are  the 
name  you  enter  will  be  one  from  an 
existing  list  of  customers,  so  the  sys- 
tem flashes  your  customer  list  on  the 
screen  for  you  to  select  the  right  one. 
(If  it's  a  long  list,  writing  in  the  first 
letter  will  narrow  the  selection.)  If 
you  scrawl  something  in  the  vicinit}' 
of  a  box  on  the  form,  chances  are 
you're  trying  to  fill  in  the  box.  If 
you've  finished  filling  in  the  purchase- 
order  form,  chances  are  you  want  to 
send  it  to  headquarters  the  next  time 
you  plug  into  a  phone  line;  so  you  can 
put  the  form  in  your  outbox,  with 
your  home  office  address  on  it.  If 
you're  looking  at  an  address,  the  sys- 
tem makes  it  easy  to  look  at  a  map  by 
tapping  a  button  on  the  screen.  If  you 
answer  yes  to  "rent,"  you  get  a  differ- 
ent set  of  questions  from  the  ones  for 
homeowners.  PenPoint  doesn't  do 
this  itself,  but  it  makes  it  easier  (with 
so-called  object-oriented  program- 
ming and  other  tricks)  for  application 
writers  to  do  so. 

All  of  this,  of  course,  could  also  be 
accomplished  with  Pen  Windows 
someday,  or  even  Windows  without 
handwriting  recognition.  And  in- 
deed, Microsoft's  Windows  software 
now  offers  to  PC  buyers  a  creditable 
analog  of  the  friendly  appearance  cre- 
ated by  Apple  six  years  ago  in  its  Mac 
computer.  In  due  course,  Microsoft's 
Pen  Windows  will  offer  many  of  the 
same  features  that  will  shortly  be 
available  in  PenPoint.  But  I  expect  a 
lot  of  innovations,  sooner  on  Pen- 
Point, based  on  third-parties'  use  of 
its  intelligence  and  its  superior  ability 
to  let  different  vendors'  innovations 
and  techniques  work  together.  Fun- 
damentally, the  battle  over  the  next 
generation  is  about  smart  behavior, 
not  just  a  pretty  interface.  Wk 
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In  today's  financial  markets,  what 
you  don't  know  can  hurt  you. 

Which  is  why  you  should  know 
about  Dialog*  the  world's  most  com- 
prehensive online  information  service. 

With  news,  numbers  and  analysis 
from  sources  like  Dun  &  Bradstreet," 
Standard  &  Poor's"  and  Knight-Ridder 
MoneyCenter,"  Dialog  cuts  through 
the  clutter  to  give  you  just  the  facts 
you  need.  Anytime  you  need  them. 

And  now  we  want  to  give  you 
something  else. 


It's  our  Financial  Information  Kit  with 
a  free  demonstration  password— avail- 
able if  you  call  800-334-2564  now. 

Or  for  more  information,  simply  com- 
plete and  return  this  coupon  to:  Dialog 
Marketing  Department,  3460  Hillview 
Avenue,  Palo  Alto,  Calif.  94304. 

Then  start  making  some  history  of 
your  own. 


I 1 

I    YES!  I  want  to  learn  how  to  make  my  own     i 
financial  history  using  Dialog:  I 


Name. 


Company- 
Title 


Address- 
City 


DIALOG 

Bringing  you  the  world's  knowledge. 


INFORMATION  SERVICES,  INC 
A  Knight-Ridder  Company  lES 


State. 


-Zip. 


I_ 


Phone - 


.Ext.- 


_l 


©  1990  Dialog  Information  Services.  Inc.  DIALOG  is  a  servicemark  of  Dialog  Information  Services.  Inc..  Registered  U.S.  Patent  and  Trademark  office  Dun  &  Bradstreel,  Standard  &  Poor's,  and  Knight  Ridder  Money 
Center  are  registered  trademarks  of  their  respective  holders. 
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Prostaglandins  were  supposed  to  be  a  blockbuster 
for  Upjohn.  Instead,  they  are  turning  into  modest 
successes— for  a  lot  of  other  drug  firms. 

Regulating 
the  regulators 


By  Reed  Abelson 

Twenty  years  ago  Upjohn  and 
about  a  dozen  other  drug  companies 
were  eagerly  dexeloping  a  new  class  of 
drugs  known  as  prostaglandins  to 
cure  cvervthing  from  asthma  to  heart 
disease.  Prostaglandins,  rhapsodized 
Fortune  in  1972,  "could  turn  into  the 
biggest  pharmaceutical  windfall  since 
the  steroids  and  antibiotics."  So  far, 
however,  no  one's  hit  the  jackpot.  B\' 
the  mid-1980s  even  Upjohn,  the  early 
leader  in  the  field,  had  all  but  given  up 
on  prostaglandin  research.  Prosta- 
glandins seemed  destined  for  the 
scrap  heap  of  medical  disappoint- 
ments, alongside  the  drug  interiferon, 
tissue  plasminogen  activators  and  the 
artificial  heart. 

But  prostaglandins  are  making  a 
modest  comeback,  in  the  hands  of 
other  firms.  Prostaglandins  comprise 
30  or  so  different  hormone-like  sub- 
stances whose  mission  is  to  regulate 
certain  specific  functions  in  the  bodv, 
like  maintaining  smooth-muscle  tone 
in  blood  vessels.  A  current  trend  in 
daig  development  is  to  find  com- 
pounds that  either  enhance  the  action 
of  regulators  or  block  the  action  of 
agents  that  inhibit  regulators. 

Biochemists  are  discovering  that  so 
much  of  what  goes  on  in  the  body  is  a 
cascade  of  changes:  When  chemical  A 
is  given  a  boost  by  enzyme  B,  it 
becomes  compound  C  (see  illustra- 
tion). Drugs  can  influence  the  result 
by  enhancing  - n-  inhibiting  anything 
along  the  chain 

Pvople  who  tike  a  lot  of  aspirin  or 
aspinn-like  drug-  such  as  ibuprofen 
know  too  well  how  these  regulators 
work.  Prostagiandins  make  sure  that 
the  body  lines  the  stomach  with 
enough  of  a  mucus  barrier  to  prevent 


it  from  digesting  itself  Aspirin  and 
ibuprofen  ma\'  make  vour  headache 
go  awa\',  but  thev  also  block  the  pro- 
duction of  the  prostaglandins  that 
protect  vour  stomach — which  is  whv 
large  doses  of  aspirin  or  ibuprofen  can 


How  aspirin 
causes  ulcers 


Arachidonic  acid 


^^^^f  Prostaglandin  Ij 


Prostaglandin  E2 

High  doses  of  aspirin  can  cause 
ulcers.  Here's  wliy.  When  you  eat 
meat  or  dairy  products,  your  body 
gets  vital  arachidonic  acid.  Normal- 
ly an  enzyme  called  cyclooxygenase 
converts  the  acid  into  prostaglan- 
dins, and  those  prostaglandins  pro- 
tect the  stomach  from  digesting 
itself.  But  aspirin  binds  to  the 
enzyme  and  renders  it  useless, 
leaving  the  stomach  unprotected. 


cause  ulcers.  Two  \'ears  ago  Monsan- 
to\s  CD.  Searle  unit  started  selling  al 
drug,  called  C\'totec,  that  puts  backl 
the  prostaglandins  that  protect  thel 
stomach.  Last  year  Cytotcc  accounted! 
for  worldwide  sales  of  almost  $100| 
million. 

Scientists  are  unsure  cxactiv  howl 
these  regulators  work.  Prostaglandins 
are  made  and  released  localh'  in  re- 
sponse to  \an'ing  kinds  of  stimuli: 
chemical,  hormonal  and  mechanical. 
Several  years  ago  James  Goodwin, 
chief  of  geriatrics  at  the  Universirv  of 
Wisconsin  Medical  School  in  Mil- 
waukee, dexeloped  the  theorv  that 
some  prostaglandins  play  an  impor- 
tant role  in  making  sure  the  body 
doesn't  overreact  to  stimuli.  For  ex- 
ample, when  vou  eat  a  Twinkle  and 
the  sugar  causes  insulin  release  in  the 
pancreas,  vour  bodv  makes  a  prosta- 
glandin to  ensure  that  too  much  insu- 
lin isn't  produced. 

Researchers  think  that  individual 
prostaglandins  may  each  regulate 
more  than  one  bodily  Rinction.  At 
first,  researchers  believed  that  prosta- 
glandin E],  on  which  Cytotec  is 
based,  would  be  digested  before  it  had 
a  chance  to  act  on  an  area  of  the  body 
other  than  the  stomach.  But  in  a  study 
of  patients  who  underwent  kidney 
transplants,  Cvtotec  helped  siippress 
the  patients'  immune  response  to  the 
foreign  tissue,  resulting  in  significant- 
ly fewer  graft  rejections  and  better 
renal  function. 

The  ability  of  prostaglandins  to 
regulate  multiple  processes  has  pro- 
duced some  surprising  side  effects. 
For  example,  in  addition  to  prevent- 
ing ulcers  in  aspirin  takers,  Searle's 
Cytotec  causes  uterine  contractions  in 
women.  This  particular  side  effect  got 
Searle  in  trouble  with  the  national 
Right-to-Life  Committee,  which 
fought  the  approval  of  Cytotec  on  the 
ground  that  doctors  would  prescribe 
it  for  abortions.  Controversy  over 
abortion  still  focuses  on  Upjohn, 
which  sells  abortion-inducing  prosta- 
glandins it  introduced  in  the  1970s. 

Because  so  much  is  unknown,  a  lot 
of  early  work  on  prostaglandins  has 
taken  researchers  down  blind  alleys. 
For  example,  one  class  of  prostaglan- 
dins, called  prostacvclins,  are  power- 
ful dilators  of  blood  vessels.  Gcrma- 
nv's  Schering  A.G.  still  has  high  hopes 
of  somedav  using  prostacyclins  as  a 
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treatment  for  vascular  diseases  such  as 
peripheral  arterial  occlusive  disease, 
which  can  cripple  older  men  and 
smokers  by  blocking  the  large  arteries 
in  the  legs.  Yet  all  companies  like 
Schering  have  to  show  for  the  money 
they  spent  on  prostaglandins  is  a  nar- 
row range  of  treatments.  In  the  U.S. 
Schering  is  now  testing  a  drug  that, 
among  other  things,  treats  ulcers  on 
the  fingers  of  people  who  sufter  from 
Raynaud's  disease.  Raynaud's  is  a  fair- 
ly rare  ailment  that  severely  restricts 
the  flow  of  blood  to  the  extremities. 
Burroughs  Wellcome  is  looking  into 
using  prostacyclins  as  a  treatment  for 
a  kind  of  high  blood  pressure:  prima- 
ry pulmonarv'  hypertension. 

"The  problem  is  that  essentially 
every  tissue  in  the  bodv  makes  prosta- 
glandins and  every  cell  responds  to 
prostaglandins,  so  you  theoretically 
come  up  with  all  sorts  of  things  they 
could  do,"  savs  the  Universit\'  of  Wis- 
consin's Goodwin.  "Until  you  do  the 
clinical  work,  vou  don't  know." 

Goodwin  and  other  physicians 
work  with  Searle  to  focus  on  prosta- 
glandins' role  in  the  treatment  of  the 
nation's  37  million  arthritis  sufli-rers. 
Prostaglandins  could  help  with  such 
side  effects  of  aspirin  as  mild  kidney 
disease  and  may  even  themsehes  have 
anti-inflammatory  properties. 

Ironically,  in  the  early  1970s  doc- 
tors thought  prostaglandins  caused 
inflammation.  Now  thev  know  bet- 
ter, says  Robert  Zurier,  who  heads 
the  rheumatology  department  at  the 
University  of  Massachusetts  Medica' 
Center.  Good  example:  Women  suf- 
fering from  rheumatoid  arthritis  get 
better  when  pregnant.  Zurier  says 
that's  probably  because  they  are  pro- 
ducing more  prostaglandins. 

What's  going  on?  Inflammation  is 
accompanied  by  high  levels  of  leuko- 
trienes,  sister  compounds  to  prosta- 
glandins with  sometimes  opposite  ef- 
fects. In  all  likelihood  prostaglandins 
reduce  inflammation  by  getting  in  the 
way  of  the  leukotrienes  and  other  cells 
that  cause  inflammation. 

Two  lessons  emerge  from  the  pros- 
taglandin stor\'.  One  is  that  supposed 
breakthroughs  often  fizzle.  The  other 
is  tl>. ;  nscfi.ll  applications  of  newly 
discov>.>  cd  chemicals  sometimes 
come  maiiv  decades  later,  long  after 
the  original  discoverers  or  patent 
holders  give  up.  ^ 
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A  billion  old  books  are  disintegrating  because  they  were 
printed  on  paper  treated  with  acid.  Can  they  be  saved? 

Diy  cleaning 


By  John  Harris 

Nearly  a  third  of  the  3  million 
books  in  Northwestern  Univcrsin^'s 
librar\'  are  so  fragile  they  can't  be 
handled.  All  told,  there  are  upwards 
of  I  billion  books  in  danger  of  disinte- 
grating in  the  world's  libraries. 

In  the  1850s  publishers  began  coat- 
ing paper,  made  from  wood  pulp 
instead  of  cotton,  with  aluminum  sul- 
fate, a  sizing  agent  that  kept  the  ink 
from  running.  Even  toda\',  75%  of 
the  book  paper  manufactured  con- 
tains aluminum  sulfate,  which  reacts 
with  moisture  in  the  air  to  form  sulfu- 
ric acid,  which  then  eats  away  at  the 
paper's  molecular  bonds.  The  t\'pical 
book  contains  less  than  1%  acid,  still 
enough  to  turn  pages  yellow  and  brit- 
tle in  50  years. 

Most  preservation  techniques  treat 
one  book  at  a  time  in  a  costly  water- 
based  process  that  requires  removal  of 
the  book's  binding.  Each  page  is 
sprayed  by  hand  with  a  base  that 
neutralizes  the  acid.  It  takes  hours, 
and  can  cost  $50  a  volume.  Micro- 
filming, which  doesn't  save  the  book, 
can  cost  $125  per  volume  or  more. 

Now  several  companies  have  come 
up  with  more  affordable  techniques 
that  treat  hundreds  of  books  at  a  time. 
The  most  promising  process  is  a  liq- 
uid-chemical bath  devised  by  FMC 
Corp.  in  Chicago.  Up  to  20  books  are 
sealed  in  a  plastic  container  dotted 
with  vent  holes  and  cooked  by  micro- 
wave to  remove  moisture.  The  books 
are  immersed  in  a  bath  of  magnesium 
butoxytriglycolate,  a  base  that  FMC 
invented,  then  drained,  rinsed  with  a 
solvent  and  dried  again.  The  process 
neutralizes  the  acid  and  then  treats  the 
paper  to  a  buflrring  agent  that  bonds 
broken  fibers,  strengthening  the 
book's  brittle  pages.  The  inks  don't 
run,  the  paper  doesn't  swell  and  bind- 
ings don't  crack. 

"It's  like  dry  cleaning  clothes,  only 
we  deacidifi'  them,  too,"  savs  Robert 
Wedinger,  FMC's  manager  of  preser- 


vation systems.  The  process  takes  six 
hours  and  will  cost  the  customer  $5  to 
$  10  per  book,  fmc,  although  it  has  no 
customers  yet,  opened  a  pilot  plant  in 
Bessemer  Cit\',  N.C.  that  can  treat 
300,000  books  a  year. 

A  specialized  book  preservation 
firm  in  Mattcson,  111.,  Wei  T'o  Asso- 
ciates Inc.  (named  for  the  Chinese 
god  of  book  protection),  uses  a  base 
solution  of  magnesium  carbonates  to 
neutralize  the  acid.  A  third  process, 
from  Akzo  Chemicals  Inc.,  a  unit  of 
Dutch  chemical  giant  Akzo  N.V., 
uses  diethyl  zinc  gas  to  neutralize  acid. 
Johns  Hopkins  University  is  trying 
out  the  60-hour-long  process  on 
4,000  books  of  its  2.6-million-vol- 
ume  collection. 

Meanwhile,  most  librarians  arc 
holding  oflf  until  this  summer,  when 
the  Library  of  Congress  is  set  to  award 
contracts  to  treat  more  than  a  million 
books.  For  the  rest  of  us  with  aging 
books  worth  protecting,  Wei  T'o  As- 
sociates sells  do-it-yourself  deacidifi- 
cation  packages.  Most  local  book 
binderies  employ  conservators,  too, 
who  painstakingly  restore  precious 
books.  ^M 


Acid,  produced  by  book  paper  and 
moisture,  eats  bonds  in  cellulose 
molecules  (top).  FMC's  process 
mends  the  bonds  (bottom). 
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SCIENCE  &  TECHNOLOGY 


What  the  market 
left  behind 


COMMENTARY  BY  MICHAEL  GIANTURCO 


Micnaei  Gianturco  is  president  of 
The  Princeton  Portfolios,  a  New  Jersey  asset 
management  firm  ttiat  specializes  in 
science  and  technology  stocks. 


In  the  pell-mell  technology'  rally  of 
early  1991,  the  household  words  of 
high  tech — Microsoft,  Borland,  Am- 
gen,  Apple — were  the  stocks  the  mar- 
ket liked  best.  Institutions  favor  these 
companies  because  thev  are  well 
enough  capitalized  to  absorb  massive 
investments.  But  none  represents  a 
ground-floor  opportunirv'. 

How  do  you  find  less  visible  stocks 
that  are  still  in  their  earlv  and  near- 
vertical  growth  phases?  I  scanned  the 
Princeton  Portfolios'  current  data- 
base of  science  and  technology  com- 
panies for  profitable  U.S.  companies 
with  high  revenue  growth  for  the 
quarter  ended  Dec.  31,  versus  the 
year- ago  quarter. 

These  five  top-performing  science 
and  technology  companies  have  ap- 
parendy  grown  up  through  the  cracks 
of  the  recession  like  so  many  weeds 
through  the  concrete.  But  numbers 
alone  never  tell  the  whole  stor\'.  Only 
one  of  these  five  stocks  is  a  clear  buy 
for  now:  CIS  Technologies. 

York  Research  constructs  and  op- 
erates cogeneration  plants.  It  is  a  solid 
company,  but  its  number  one  posi- 
tion on  our  list  is  owing  to  an  account- 
ing change  affecting  the  rate  at  which 
it  recognizes  revenue — underlining 
my  point  that  raw  numbers  alwavs, 
need  a  second  look. 

In  Focus  Systems  manufactures  a 
device  called  the  PC  Viewer.  It  is  a  flat 
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Speculative  tech 

Revenue 

Net 

Company 

growth* 

margin 

P/E 

York  Research 

396% 

19 

15 

In  Focus  Systems 

198 

16 

23 

Laserscope 

195 

13 

26 

LaserMaster  Tecfinology       171 

3 

25 

CIS  Tectinologies 

130 

31 

NM 

•Quarter  ended  Dec.  31,  1990,  versus  quarter  ended 

Dec.  31.  1989.    NM:  Not  meaningful. 

Source:  Princeton  Portfolios  scienceitechnology  database. 

These  five  companies  liave 
bruslied  aside  the  recession. 
But  only  CIS  Technologies 
is  a  clear  buy. 


panel,  full-color  computer  screen, 
about  the  size  of  a  phone  book.  PC 
Viewer  is  designed  to  fit  ncatlv  face 
down  onto  an  ONcrhead  projector. 

Compaq  has  purchased  an  exclu- 
sive license  on  the  In  Focus  displav 
tcchnolog}'  for  possible  application  in 
portable  computers.  Landing  the 
Compaq  license  is  a  coup  for  a  tinv 
company  competing  against  several 
huge  Japanese  firms  developing  flat 
panel  color  technolog)'.  However, 
Compaq's  license  has  been  discount- 
ed by  the  stock  market,  which  is  why 
In  Focus  shares  sport  a  steep  price/ 
earnings  ratio  of  23 — and  there  are 
patent  questions.  I'd  sta\'  awav. 

I  discussed  Laserscope  in  a  recent 
column  (Jan.  21).  LaserMaster,  of 
Eden  Prairie,  Minn.,  has  come  up 
with  hardware  and  software  that  tri- 
ples the  resolution  of  an  ordinar)'  laser 
printer.  The  system  is  marketed  very 
successfially  as  a  typesetter.  But  earn- 
ings have  not  grown  apace  with  reve- 
nues, and  an  analyst  has  just  sharply 
cut  earnings  estimates  for  LaserMas- 
ter's Mar.  31  quarter.  I'd  pass. 

CIS  Technologies  in  Tulsa  is  an 
unglamorous,  hard-slogging  little 
company  just  now  coming  into  its 


own.  It  proN'ides  an  electronic  clear- 
inghouse for  medical  insurance 
claims.  Client  hospitals  and  medical 
care  providers  transmit  claims  over 
the  wire  to  the  CIS  data  center,  cis 
accumulates  claims  earmarked  for 
payment  by  each  of  many  different 
insurers — and  then  retransmits  the 
claims  to  the  appropriate  insurance 
companies  for  payment. 

CIS  software  checks  each  claim  be- 
fore transmitting,  so  it  cannot  be 
stalled  pending  corrections.  Because 
of  the  accuracy  of  the  filings,  and  the 
time  sa\'cd  axoiding  paperwork  and 
mailing,  the  hospitals  get  paid  much 
faster.  For  example,  one  36 1  -bed  hos- 
pital cut  its  outstanding  receivables 
from  74  days  to  51  days. 

This  is  a  new  rvpe  of  business;  it 
emerged  in  the  mid-Eighties  in  re- 
sponse to  a  new  law  requiring  insurers 
to  accept  electronicallv  filed  claims  for 
Medicare  pa\'ments.  Dozens  of  start- 
ups tried  to  make  a  go  of  the  electronic 
clearing  house  concept.  Most  failed, 
but  CIS  is  a  hardy  survivor.  In  fiscal 
1991,  it  hopes  for  revenues  of  $20 
million,  double  those  of  1990.  CIS 
Technologies  currently  processes  4% 
of  the  hospital  health  care  bills  in  the 
country,  or  40,000  claims  per  day  in 
23  states.  It  is  a  business  that  resists 
recession,  and  the  company  just 
turned  ip  its  first  profitable  quarter. 

There  is  risk.  An  early  investor, 
Swiss  Reinsurance,  which  never  quite 
succeeded  in  gluing  together  some 
20-odd  small  technology  companies 
it  had  accumulated  in  this  field,  is 
selling  out  of  all  of  them.  Its  holding 
in  CIS,  53%  of  the  stock,  almost 
14  million  shares,  was  ominously 
overhanging  the  market. 

To  stem  this  flood,  CIS  employees 
bought  4  million  shares,  the  company 
bought  and  retired  1  million,  another 
3  million  were  placed  with  institu- 
tional buyers,  and  6  million  shares 
were  sold  to  a  group  of  125  investors, 
largeh'  comprising  the  original  share- 
holders in  the  company.  All  14  mil- 
lion shares  are  contractuallv  restricted 
against  resale  for  up  to  two  years.  CIS 
Technologies  is  the  most  intriguing 
of  the  five  stocks  listed  here,  but  I 
would  urge  that  it  is  a  stock  to  nibble 
on  ever}'  now  and  then,  not  a  heavy 
buv.  And  I  would  reemphasize  that  all 
companies  in  their  rapid  growth 
phase  are  extremely  speculative.     WM 
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We're  counting  on 

experience 

tD  be  the  best  teacher 


America's  ability  to  retain  our  lead  in 
technology  depends  on  our  determination  to 
regain  our  lead  in  education.  Today,  there  is  a 
critical  shortage  of  qualified  math  and  science 
teachers  in  grades  eight  through  twelve.  As  a 
result,  our  kids  are  graduating  from  high  school 
unprepared  for  the  challenges  of  the  future. 

At  a  time  when  more  jobs  require 
technology-related  skills,  our  schools  are 
producing  fewer  technology-competent  people. 

A  new  source  of  qualified  math  and  science 
teachers  is  needed.  And  it  is  needed  now. 

What  Rockwell  is  doing. 

One  solution  to  the  problem  is  people  like 
Bill  Williams.  Bill  is  participating  in  a  pilot 
program  to  qualify  retired  Rockwell  engineers 
as  certified  math  and  science  teachers. 

He  already  knows  the  subject  and  how  to 
apply  it  to  real  world  problems.  Now  he's  back 


in  school  learning  how  to  share  his  love  of 
technology  with  a  roomful  of  teenagers. 

We're  counting  on  our  retirees  to  turn  a 
lifetime  of  experience  into  the  experience  of 
a  lifetime.  Because  what  they  know  can't  be 
learned  from  books  alone. 

What  you  can  do. 

Helping  retired  employees  to  become 
certified  math  and  science  teachers  is  one 
of  hundreds  of  ways  you  can  encourage 
American  innovation  and  leadership  through 
quality  education.  For  more  information, 
simply  write  Rockwell,  RO.  Box  905, 
Dept.  FB J  ,  El  Segundo,  CA  90245-0905 
for  printed  information  created  in 
cooperation  with  the  National  Association  of 
Partners  in  Education  (NAPE). 

Emphasize  Education.  If s  our  future. 


^» 


Rockwell  International 
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Rockwell  is  a  $12  billion  company  with  more  than  100,000  employees  worldwide.  Our 
people  have  a  common  goal:  Understanding  our  customers  and  satisfying  thern  with 
the  innovative  application  of  science  and  technology.  We  never  stop  reaching  higher. 
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The  little  Hawaiian  island  of  Molokai  has  no  fast-food 
restaurants  or  movie  theaters  and  is  overlooked  by 
almost  everyone— except  Hawaii  residents. 

Where  the  natives  go 
to  flee  the  tourists 
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By  Ellen  Paris 

Twenty-six  MILES  from  the  high-rises 
of  Waikiki  lies  the  island  of  Molokai,  a 
chunk  of  Hawaii  caught  in  a  blissful 
time  warp.  With  a  population  of  only 
6,800,  this  261 -square-mile  volcanic 
divot  of  rolling  green  hills,  cattle 
ranches,  spectacular  sea  cliffs  and  wa- 
terfalls still  has  no  chain  stores,  fast- 
food  restaurants,  movie  theaters,  traf- 
fic lights  or  elevators.  The  tallest 
building  is  three  stories. 

Only  an  estimated  100,000  of  the 
nearly  7  million  tomists  to  Hawaii  last 
year  visited  bucolic  Molokai.  Which  is 
just  fine  with  the  kamaainas — long- 
time Hawaii  residents — on  Oahu. 
When  they  need  a  break  from  the 
pressures  and  congestion  of  Honolu- 
lu, they  often  pop  aboard  one  of  the 
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50-seat  De  Havillands  that  serve  the 
island  from  Honolulu. 

Molokai  is  a  good  choice  for  that 
impulse,  snap-decision  vacation.  The 
number  of  hotels  is  small,  but  there  is 
usually  plenty  of  room.  Last  year  the 
island's  hotel  occupancy  rate  averaged 
48%,  versus  79%  statewide  and  Oa- 
hu's  86%. 

There's  only  one  modern  resort 
complex.  The  6,700-acre  Kaluakoi 
Resort,  on  the  island's  dry  west  coast, 
has  low-rise  condos,  an  excellent  golf 
course  with  five  oceanside  fairways, 
and  the  174-room  Kaluakoi  Hotel  & 
Golf  Club,  which  overlooks  Kepuhi 
Beach.  A  short  walk  from  the  hotel  is 
the  2'/2-mile-long  Papohaku  Beach, 
Hawaii's  largest  stretch  of  white  sand. 


(Swimmers  note:  The  ocean  currents 
at  Papohaku  can  be  treacherous.) 
Ocean-view  hotel  rooms  run  $115  a 
day.  A  one-bedroom  cottage  with  an 
ocean  view  is  $225  a  dav.  (Tel.  1-800- 
777-1700.) 

Molokai's  best  condo  complex  is 
the  Paniolo  Hale.  All  of  its  spacious 
77  units  have  large  screened  lanais,  or 
porches.  The  rates  range  from  $85 
per  day  for  a  garden-view  studio  to 
$175  for  a  two-bedroom  ocean-view 
unit.  (For  information  call  1-800- 
367-2984.) 

The  island's  most  popular  attrac- 
tion is  the  mule  ride  down  to  Kalau- 
papa  Settlement,  the  old  lepers'  colo- 
ny on  Molokai's  north  shore.  The 
surefooted  mule  team  takes  you  down 
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la  3-mile-long  trail  with  26  switch- 
backs that  drop  1,600  vertical  feet. 
The  ride  is  spectacular,  if  hair-raising, 
[with  stunning  views  of  the  surf  crash- 
I  ing  far  below  the  steep  cliffs.  Once  at 
I  the  settlement,  a  guide  takes  you  on  a 
j  bus  tour  of  Kalaupapa,  today  an  idyl- 
lic-looking collection  of  well-kept 
clapboard  houses  and  gardens.  (Res- 
ervations for  the  Molokai  Mule  Ride 
should  be  made  well  in  advance.  Cost 
of  the  daylong  excursion,  including 
lunch,  is  $90  per  person.  CaD 
1-800-843-5978.) 

The  lepers'  colony  is  of  historical 
interest.  Beginning  in  1866,  the  terri- 
tory's health  authorities  (Hawaii,  re- 
member, became  a  state  only  in  1959) 
began  shipping  lepers  to  the  isolated 
Kalaupapa  peninsula,  where  they 
were  all  but  abandoned  and  lived  in 
squalor.  But  don't  let  that  stop  you: 
The  disease  is  very  rare  and  quite 
treatable.  There  are  still  about  90 
patients  living  at  the  Kalaupapa  Set- 
dement  today;  not  in  the  least  a  health 
threat,  they  are  free  to  come  and  go  as 
they  choose. 

For  another  look  at  Molokai's  past, 
visit  Maunaloa  (pop.  600)  on  the 
island's  western  flank.  For  years  Mo- 
lokai's economy  was  closely  tied  to 
ranching  and  pineapple.  Cattle  ranch- 
ing is  still  big  on  the  island.  Molokai 
Ranch  alone  covers  nearly  one-third 
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Molokai's 

Kalaupapa 

peninsula 

Not  a  high  rise 

or  a  fast-food 

outlet  in  sight, 

and  development 

is  restricted 

through  the  year 

2000. 


of  the  island.  The  pineapple  industry, 
however,  is  now  dcfi.inct;  both  Dole 
and  Del  Monte  had  pulled  out  by 
1983.  Maunaloa,  the  former  Dole 
plantation  town,  is  now  a  dusty,  ram- 
shackle settlement. 

Maunaloa  is  hardly  Carmel,  but  it 
has  its  own  charm.  Several  shops  sell 
works  by  local  artists  and  craftsmen. 


Make  sure  to  visit  the  Big  Wind  Kite 
Factory,  which  offers  free  kite-flying 
lessons  and  factory  tours. 

The  two-lane  road  to  east  Molokai 
runs  along  the  south  shore  and  takes 
you  to  the  Halawa  Valley.  (Car  rentals 
are  available  at  the  airport.)  On  the 
way  you  pass  reef-protected  beaches 
with  views  of  the  islands  of  Maui  and 
Lanai  as  you  zigzag  through  tropical 
rain  forests.  At  the  end  of  the  road  is  a 
2V2-milc  trail  to  250-foot-high 
Moaula  Falls.  (Hikers  note:  Make 
sure  to  take  plenty  of  mosquito 
repellent  along.) 

Best  bet  for  dining  is  the  Ohia 
Lodge  and  the  Paniolo  Broiler,  both 
at  the  Kaluakoi  Hotel.  The  more  ad- 
venturous traveler  might  drive  the  1 5 
miles  into  Kaunakakai  and  sample  the 
pork  adobo  at  Ovicdo's,  a  tiny  Filipi- 
no restaurant.  For  Sunday  brunch  try 
the  open-air  beachfront  restaurant  at 
the  Hotel  Molokai,  just  cast  of 
Kaunakakai. 

With  all  this  going  for  it,  isn't  Mo- 
lokai doomed  to  fall  into  the  hands  of 
the  developers?  Not  for  a  while  yet. 
The  Molokai  Community  Plan,  en- 
acted in  1983,  severely  restricts  new 
development  through  the  year  2000. 
Until  that  time,  this  is  one  Hawaiian 
island  where  the  island  itself — as  op- 
posed to  the  resort — still  remains  the 
main  attraction.  tM 


The  3-mile  switchback  trail  to  Kalaupapa  Settlement 
The  views  are  spectacular  and  the 
surefooted  mules  know  the  way. 
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Antique  motorcycles  are  expensive,  temperamental 
and  hard  to  maintain,  but  many  collectors 
find  them  irresistible. 

Then  and  the  art 

ofmotoircycle 

maintenance 


By  Christie  Brown 

"With  an  old  bike,  if  you  need  to  be 
somewhere  in  two  hours  and  it's  6 
miles  away,  it's  time  to  start  going 
now,"  cracks  Tonight  Show  guest-host 
Jay  Leno,  who  owns  36  old  motorcy- 
cles— including  Harley- Davidsons, 
Indians,  Brough  Superiors  and 
Popes— <dating  back  to  1918.  "The 
fun  of  old  bikes  is  not  how  fast  you  get 
there,"  continues  Leno,  "it's  the  fact 
you  get  there  at  all." 

Leno,  40,  is  typical  of  the  breed  of 
old  bike  collectors:  in  love  with  the 
romance  of  the  bare- bones  bikes  of 
yesteryear,  and  not  at  all  reluctant  to 
get  grease  under  the  fingernails  re- 
storing and  repairing  them. 

Leno  first  tinkered  with  engines  as 
a  kid,  when  he  got  his  first  bike,  a 
Honda  350.  Later,  in  the  early  1970s, 
he  worked  in  a  Boston  Rolls-Royce 
dealership,  tuning  up  and  prepping 
the  cars. 

Hard-core  collectors  take  most 
pride  in  bikes  they  personally  bring 
back  to  life.  Take  one  of  Leno's  rarest 
bUces,  a  black  1938  Brough  Superior, 
made  in  England.  "Everyone  thought 
I  was  crazy  when  I  paid  five  grand  for 
it  in  1980,"  says  Leno,  who  brought 
the  bike  home  in  pieces  in  a  box.  Now 
fijllv  restored,  it's  worth  at  least 
$50,000. 

Richard  Morris,  owner  of  Morris 
Aluminum  &  (Canvas  Awning  in  Gar- 
dena,  Calif.,  has  personally  restored 
45  of  his  65  oici  bikes  to  better-than- 
original  condition — at  least  in  looks. 
"Most  can  can  ;c  to  the  corner  burger 
stand,"  says  Morris  proudly. 

Morris,    42,     h?v     spent    about 
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Jim  Lattin  and  a  1915  Indian  racing  motorcycle 

Only  ten  of  his  bikes  are  in  any  condition  to  be  ridden. 


K'm  iMiil  MuiMson  his  1926Clevi.-i,.i 
A  grease  monkey's  dream. 
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The  Perfect  Car 
For  The  '90s. 


The  1991  Buick 
Park  Avenue  Ultra. 


After  driving  the  new  Park  Avenue 
Ultra,  the  editors  of  Motor  Trend 
concluded,  "Buick  may  have  created 
the  perfect  car  for  the  '90s." 

Drive  it  yourself,  and  you  may 
conclude  that  v^e've  created  the 
perfect  car  for  you. 


«  Buick  engineers  have  come  up 
with  one  of  the  quietest,  tightest  and 
smoothest-operating  luxury  sedans 
we've  ever  driven."  —MotorTrend 

«  Ample  innovation  plus  excellent 
design,  engineering,  and  execution 
at  an  expected  price  ..." 
—  MotorTrend 

«.  .  .  highway-speed  passing 
seemed  effortless." 
— Automobile  Magazine 


EPA  estimated 
miles  per  gallon 

18/27 

City         Hwy 


«  Buick  focused  considerable  ergo- 
nomic  study  on  the  interior,  and  it 

shows."  —CarandDriver 


« Just  sitting  in  the  Park  Avenue's 
roomy  interior  is  pleasing." 

—  CarandDriver 


BUICK 

The  New  Symbol  For  Quality 
In  America. 


«...  a  fine  blend  of  slippery  aero- 
dynamics (0.3 ICd)  and  traditional 

Americaadressup."  —MotorTrend 

«...  a  first-rate  tourer ..." 

—  Automobile 
Magazine 


170hp 
3800  V6 


«The  transmission  works  like  a 
dream  .  .  .  the  Park  Avenue  seems  a 
class  apart."  —AutoWeel< 

«  More  impressive  than  a  long  list  of 
amenities  is  the  new  Park  Avenue's 
fine  attention  to  detail .  .  .  You  get 
the  same  impression  of  quality 
when  you  drive  the  car." 
—  CarandDriver 

Your  Buick  dealer  can  arrange  a 
test-drive,  or  call  1-800-3PARK-AVE 
for  more  information. 


mM&i 


1, 


1915  Indian  racer 


1915  Harley-Davidson  racer 


1942  Crocker  twin 


$800,000  since  1970  collecting  old 
street  bikes  that  date  from  1908  to 
1947.  The  costliest  was  Steve 
McQueen's  1926  Cleveland  4, 
bought  from  McQueen's  stuntman 
Bud  Ekins  in  1986  for  $35,000. 

Morris  has  sometimes  swapped  for 
old  bikes,  too.  He  traded  a  50-foot 
awning  for  a  1947  red  Indian,  and 
built  a  garage  in  return  for  two  1929 
Indians. 

One  of  the  biggest  collectors  in  the 
country  is  Jim  Lattin,  54,  of  Pomona, 
Calif  Lattin's  collection  numbers 
about  100  bikes  and  is  worth  $1 
million,  according  to  Morris.  The 
motorcycles,  which  date  from  1900 
to  1937,  include  many  rare  racing 
models,  only  about  10  of  which  can 
actually  be  run. 

Most  early  racing  bikes — made 
long  before  product  liability  lawyers 
began  getting  rich — not  only  are  too 
risky  to  ride  now  but  also  can  be 
dangerous  even  to  start.  Take  Lattin's 
1915  Cyclone  racer,  which  he  was 
given  in  1987.  The  Cyclone  has  no 
brakes,  no  throttle  and  one  speed — 
124mph.  "If  it  started  up  and  I  missed 
the  kill  switch,  the  engine  would  ex- 
plode," says  Lattin.  Just  as  it  would 
have  in  the  old  days  when  it  was  being 
raced.  Only  about  300  Cyclones  were 
made,  and  Lattin's  is  appreciating 
nicely,  if  copies  are  any  indication.  A 
modern  reproduction  of  the  Cyclone, 
not  made  for  racing,  was  sold  last  year 
for  $50,000. 

Lattin  has  ways  of  enjoying  his  old 
bikes  other  than  riding  them.  One 
hangs  from  the  ceiling  of  his  vacation 
home  near  Lake  Arrowhead,  Calif 
"It's  like  a  chandelier,"  he  says.  "I  just 
switch  on  the  headlight  to  light  the 
stairwell." 

First  developed  at  the  turn  of  the 
century,  the  motorcycle,  a  logical 
marriage  of  the  newly  developed  gas- 


1926  Ace  4 


oline  engine  and  the  bicycle,  had  little 
esthetic  appeal  to  begin  with.  But  the 
bikes  were  exotic  and  affordable,  and 
caught  on  fast.  By  about  1910  there 
were  over  100  American  motorcycle 
companies,  including  Harley-David- 
son, Indian,  Orient,  Excelsior,  Cy- 
clone, Henderson  and  Marsh.  Racing 
was  a  natural  offshoot  as  bikes  became 
faster.  By  1915,  bikes  were  able  to  top 
lOOmph.  Motordromes,  oval  board- 
tracks  with  steep  sides  designed  for 
racing,  began  popping  up  all  over  the 
country.  One  was  situated  on  the 
grounds  of  what  is  now  the  Beverly 
Wilshire  Hotel. 

But  the  appearance  of  the  mass- 
produced  Ford  Model  T  in  1913 — 
costing  $500 — devastated  the  indus- 
try. By  the  end  of  World  War  1,  only  a 
few  companies,  like  Harley,  Indian 
and  Excelsior,  still  made  bikes.  The 
latter  two  folded  in  1953  and  1931, 
respectively. 

Motorcycles  did  make  a  surprising 
comeback  in  the  early  1970s,  howev- 
er, with  the  arrival  of  peppy,  inexpen- 
sive and  less  complicated  bikes  from 
Japan.   In    1973  sales  in  the  U.S. 


peaked  at  1.5  million.  But  that  boom 
soon  faded,  too.  Last  year  U.S.  sales 
totaled  only  260,000,  including 
47,000  made  by  Harley-Davidson, 
the  only  major  manufacturer  remain- 
ing in  the  U.S. 

Against  this  trend,  the  market  for 
the  interesting  antique  bikes  is  livelier 
than  ever,  in  spite  of  the  increasing 
difficulty  and  expense  of  getting  them 
into  shape. 

Take  the  1920  Ace  that  Morris 
bought  in  1978  for  $2,500.  "It  was  in 
a  million  pieces,"  he  remembers.  Sev- 
en years  and  many  helpful  buddies 
later,  Morris  had  it  up  and  running — 
only  to  wreck  it  within  days.  Now 
fullv  re-restored,  the  bike  has  cost 
Morris  about  $20,000  in  repairs,  and 
is  worth  perhaps  $40,000. 

The  central  network  for  old  bike 
collectors  is  the  Antique  Motorcycle 
Club,  based  in  Davenport,  Iowa. 
Why  Iowa.>  Over  the  years  the  Mid- 
west became  the  happy  hunting 
ground  for  old  bike  collectors,  as 
many  old  bikes  ended  up  on  farms, 
where  their  motors  were  used  to  ain 
pumps  or  corn  buskers.  1^ 
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John  De  Joria  was  fired  from  a  long  series  of  jobs 
before  he  could  create  an  environment  in  which 
his  peculiar  talents  could  flourish.  . 

Often  down 
but  never  out 


By  Christopher  Palmeri 

Anyone  who  has  ever  been  fired  or 
stalked  ofFa  job  he  or  she  hated  should 
take  heart  fi-om  John  Paul  Jones  De 
Joria.  De  Joria,  46,  is  chairman  of 
$100  million  (revenues)  Beverly 
Hills-based  John  Paul  Mitchell  Sys- 
tems. What  did  De  Joria  do  before 
finding  his  niche?  What  didn't  he  do? 

Skipping  college  aftier  getting  out 
of  the  Navy  in  1964,  De  Joria  began 
building  a  resume  most  recruiters 
would  find  uncomfortable  to  lift,  let 
alone  read.  He  quit  Savin  Corp.  be- 
cause he  hated  wearing  neckties  on 
sales  calls.  He  was  fired  from  Time 
Inc.  when  he  told  his  bosses  his  office 
would  be  more  productive  if  he  raised 
commissions  and  spent  less  time  su- 
pervising his  sales  force.  A  job  selling 
life  insurance  door-to-door  lasted 
three  months.  He  sold  enc)'^clopedias 
and  medical  linens.  And  so  it  went. 

"I  suppose  the  reason  the  jobs  last- 
ed such  a  short  period  of  time,"  he 
says,  "was  that  I  didn't  like  what  I  was 
selling." 

So  what  to  do?  In  1971  a  friend  at 
an  employment  agency  got  De  Joria 
an  interview  at  Redken  Laboratories, 
a  pioneer  in  the  business  of  selling 
shampoo  through  hair  salons.  "I  saw 
all  these  salesmen  in  beautifiil  Italian 
suits,  and  I  knew  it  was  the  place  for 
John,"  the  friend,  John  Capra,  says. 

De  Joria  quickly  became  one  of 
Redkcn's  top  salesmen,  booking 
$1,000  of  sales  a  day,  and  became  a 
sales  manager  within  six  months.  But 
that  dicin'i  last.  "They  said  I  wasn't  a 
businessir.an,"  De  Joria  says  with  a 
sinirk.  "That  I  had  gone  as  far  as  I 
could." 

He  next  burned  through  two  jobs 
in  the  beaut)'  business.  One  job,  at  the 


Institute  of  Tricolog\',  ended  when 
his  commission  schedule  had  him 
"making  more  money  than  the  guy 
that  owned  the  company." 

Unemployed  once  more,  De  Joria 
figured  the  only  boss  he  could  put  up 
with  was  himself  So  in  1980  he 
teamed  up  with  a  transplanted  Scot- 


personal  extreme.  He  tested  "Baby 
Don't  Cry"  shampoo — which  is  in- 
tended not  to  sting  the  eyes — on  him- 
self, his  employees  and  even  his  kids 
before  rolling  it  out.  "The  first  batch 
stung  a  bit,"  he  recalls. 

What  De  Joria  calls  his  "fewer  mov- 
ing parts"  management  principle 
means  a  lean  corporate  staff  of  only 
47,  who  get  free  lunches  and  tickets  to 
rock  concerts  as  regular  perks.  His  33 
independent  distributors  work  close- 
ly with  more  than  500  "Paul  Mitchell 
Associates,"  hairstylists  who  promote 
the  company's  products  by  giving 
demonstrations  at  beauty  schools  and 
hair  shows.  (Cofounder  Mitchell  died 
in  1989.) 

De  Joria's  sales  force  has  created  ten 
consecutive  years  of  double-digit  in- 
creases. Pretax  profit  margins  exceed 
30%,  though  competition  is  bound  to 
erode  those  margins. 

For  now,  he  revels  in  a  job  and 
celebrity  lifestyle  to  which  he  has  hap- 


John  Paul  Mitchell's 
John  De  Joria 
After  years  of 
frustration,  a 
beautiful  life  in 
Beveriy  Hiils. 


tish  hairdresser  named  Paul  Mitchell. 
The  two  formulated  their  own  hair 
care  products  and  hired  contractors  to 
manufacture  them.  De  Joria  was  back 
on  the  road,  selling  shampoo  to  hair 
salons  from  his  cherished  I960  sad- 
dle-beige Rolls-Royce. 

Now  able  to  do  as  he  pleased,  De 
Joria  flourished.  The  flashy  Rolls  be- 
came a  selling  tool:  In  1984  he  an- 
nounced he  would  give  it  away  to  the 
first  of  his  distributors  to  buy  $1 
million  of  his  hair  products.  And  he 
carried  the  trendy  cause  of  selling 
shampoos  not  tested  on  animals  to  a 


pily  become  accustomed.  His  accou- 
trements include  an  Iranian-born 
chauffeur  who  is  also  a  part-time  actor 
specializing  in  terrorist  roles,  and  a 
string  of  young  women.  The  latter 
include  a  recent  Miss  Czechoslovakia, 
whom  he  squires  around  town  to 
places  like  Eureka,  Wolfgang  Puck's 
hip  new  Los  Angeles  eatery,  of  which 
De  Joria  owns  a  piece. 

"I'm  the  American  dream,"  De 
Joria  modestly  suggests.  "It  really  can 
happen."  But  as  De  Joria's  case  shows, 
there  are  usually  plenty  of  nightmares 
along  the  way.  HI 
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START  PLANNING  FOR  REnREMENT. 
RESERVE  YOUR  SE^S  NOW. 

If  you  couldn't  reach  your  goal  for  retirement, 
would  you  stand  for  it'^  Well,  if  you  don't  plan  ahead, 
you  might  have  to. 

After  all,  you  can't  count  on  social  security 
alone  to  keep  pace  with  the  rapidly  rising  cost  of 
living.  And  since  your  life  expectancy  is  now  longer 
than  ever,  you'll  need  more  money  still. 

It's  time  to  contact  The  New  England.  'With 
more  than  150  years  of  experience  and  more  than 
$55  billion  in  assets  under  management,  we're  in  a 
unique  position  to  help.  Using  a  variety  of  funding 
options,  one  of  our  representatives  can  help  you  create  a 
retirement  plan  to  meet  your  budget  today  and  your 
goals  tomorrow  Plus,  we'll  monitor  your  plan 
to  mal<e  sure  it  changes  as  your  needs  change. 

So,  if  you  want  the  best  seats  available 
for  your  retirement,  act  now 

Reservations  will  be  gladly  accepted. 
Call  1-800-662-2448,  Ext.  888  for  more 
information,  including  our  free  brochure. 
The  New  England.  \bur  Financial  Partner, 
^ur  Financial  Future. 


WM  The  New  England 

B^BB     Your  Financial  Partner 


The  name  The  New  England"  and  the  monogram  are  registered  service  marks 
of  New  England  Mutual  Life  Insurance  Company.  Boston.  Massachusetts. 
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l^ES  BtHIND  THE  FIGURES 


TED  BY  JASON  ZWEIG 


I 


The  dger  was 
just  napping 

South  Korea's  miracle  economy  is 
looking  tarnished.  Inflation  is  10%, 
real  economic  growth  has  disap- 
peared, the  current  account  has 
turned  negative,  and  the  students 
seem  to  be  on  permanent  protest. 
"We  are  losing  our  international  com- 
petitiveness," laments  Chung  Se- 
yung,  62,  chairman  of  Hyundai 
Group,  Korea's  second-largest  con- 
glomerate (unconsolidated  1990  rev- 
enues, an  estimated  $35  billion). 
"Wages  have  doubled  in  three  years 
and  productivity  is  going  down."" 

But  the  Korean  tiger  may  yet  roar 
again.  Chung  remains  confident  his 
group's  great  hope,  Hyundai  Motor 
Co.  (estimated  1990  sales,  $7  bil- 
lion), will  recover  from  recent  mis- 
takes and  prosper.  Since  entering  the 
U.S.  market  in  1986  with  its  low- 
priced  Excel  ($5,000),  Hyundai  has 
sold  over  1  million  cars  here.  Chung 
proudly  notes  it  took  Honda  and 
Toyota  12  and  15  years,  respectively, 
to  reach  the  million-car  level. 

True,  Hyundai's  1990  U.S.  sales 
dropped  to  137,000  from  1988's 
peak  of  264,000  as  some  automotive 
writers  gave  the  cars  unenthusiastic 
reviews.  But  Chung  believes  the  bot- 
tom has  been  plumbed;  he  predicts 
sales  this  year  of  150,000.  Leading 
Hyundai's  charge  will  be  its  new  Elan- 
tra  sedan,  priced  around  $9,000.  The 
Elantra,  a  compact  family  car,  will  be 
introduced  in  the  summer,  positioned 


Federal  Communications  Commissioner  Andrew  Barrett 

"I  didnt  come  to  Washington 

to  allow  [lobbyists]  to  control  my  agenda." 


Hyundai  Group  Chd. Ml  I.  -  ,   :'  ^    -yung 
Bumps  in  the  road,  smvot^^? 
driving  ahead? 


between  the  sporty  Scoupc  ($8,400) 
and  the  $10,700  Sonata  sedan. 

Back  home,  Chung  thinks  that  so- 
cial unrest  will  diminish  as  students 
and  workers  wear  their  newfound  po- 
litical and  economic  freedoms  with 
greater  grace.  "In  two  or  three  years," 
he  says,  "Korea  will  be  very  strong 
again  in  the  global  competitive 
system."  -Lawrence  Minard 

The  tiebreaker 

Andrew  Barrett,  a  lawyer  from 
Chicago,  may  end  up  casting  the  de- 
ciding vote  on  a  bitter,  multi- 
billion-dollar  debate  raging  before 
the  Federal  Communications  Com- 
mission. At  issue:  whether  TV  net- 
works should  be  allowed  to  sell  reruns 
or  own  any  portion  of  the  shows  they 
license  from  outside  suppliers.  Holly- 
wood producers  want  the  FCC  to  re- 
tain the  financial  interest  and  syndica- 
tion rules,  or  "fin-syn";  the  networks 
want  fin-syn  repealed  so  they  can  get  a 
piece  of  lucrative  syndication  reve- 
nues. The  rules  are  almost  certain  to 
be  modified,  but  Barrett's  vote  may 


determine  how  much. 

Two  of  the  Fcc's  five  commission- 
ers (Sherrie  Marshall  and  Ervi'n  Dug- 
gan)  seem  sympathetic  to  Holly- 
wood; two  others  (Chairman  Alfred 
Sikes  and  James  QueUo)  lean  toward 
the  networks.  That  puts  Barrett,  who 
has  kept  his  opinions  very  much  to 
himself,  in  the  bull's-eye  for  some  of 
the  most  powerfiil  lobbyists  in  Wash- 
ington. One,  former  Illinois  Gover- 
nor Jim  Thompson,  has  been  retained 
by  NBC  to  lobby  for  fin-syn's  repeal. 

Barrett,  a  product  of  Chicago's  Ro- 
man Catholic  schools,  knows 
Thompson  well.  After  switching  his 
party  affiliation  to  Republican  in 
1973,  Barrett  campaigned  for 
Thompson  in  his  first  gubernatorial 
race;  Thompson  later  appointed  Bar- 
rett to  a  series  of  regulatory  posts.  The 
last,  starting  in  1980,  was  a  nine-year 
stint  on  the  Illinois  Commerce  Com- 
mission, where  Barrett  became  an  ex- 
pert on  the  telephone  industry.  In 
1989  he  was  named  to  the  FCC. 

Barrett,  48,  insists  Thompson  and 
his  client  will  not  get  special  treat- 
ment.  In  fact,   Barrett  has  startled 


140 


Forbes  ■  March  4,  1991 


Davey  Johnson,  president  of  Celebrity  Resorts  Inc. 
Did  investors  swing 
to  an  insider's  curve? 


Washington  b\'  limiting  lobbx'ists  to 
two  visits.  Declares  Barrett:  "t  didn't 
:ome  to  Washington  to  allow  them  to 
:ontrol  my  agenda  or  my  time — or 
ny  vote."  -Kathryn  Harris 

A.  swing  and  a  miss 

Former  New  York  Mets  manager 
Davey  Johnson  didn't  fall  into  a 
lump  after  being  sacked  earlv  in  the 
1990  baseball  season.  Johnson,  48, 
retreated  to  his  home  state  of  Florida 
and  became  founder,  president  and 
:hief  fmancial  officer  of  Celebrit\'  Re- 
>orts  Inc.  The  company  will  give  ordi- 
nary folk  the  chance  to  go  fishing 
>houlder-to-shoulder  with  such  ce- 
lebrity sportsmen  as  Johnson,  current 
Mets  manager  Bud  Harrelson  and 
former  St.  Louis  Cardinals  skipper 
Whitey  Herzog. 

"I  might  even  have  an  umpire  or 
two,"  jokes  Johnson. 

When  they're  not  drowning 
worms,  visitors  can  rent  space  for 
their  recreational  vehicles  and  relax  in 
cabins  to  be  built  at  the  company's 
lakeside  resort  between  Gainesville 
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and  Ocala. 

Financing  for  this  venture  comes 
with  the  help  of  pennv  stock  broker 
J.W.  Gant  &  Associates,  which  un- 
derwrote an  initial  public  offering  last 
summer  that  netted  over  $3.5  million. 
The  stock,  which  came  out  at  $2  per 
share,  reccnth'  traded  over-the- 
counter  at  SI. 75  bid.  But  Johnson 
and  three  partners  have  done  very 
well.  Thev  sold  the  company  their  72- 
acre  resort,  valued  at  SI  million,  for 
100,000  Celebrirv'  Resorts  common 
shares  and  1  million  preferred  shares 
with  super  voting  rights  that  give 
Johnson  cffectixc  control  of  the  com- 
pan\'.  The  companv  also  assumed 
S473,000  in  Johnson's  outstanding 
mortgages. 

Wowed  bv  the  all-star  lineup  on 
Celebrirv'  Resorts'  board  of  directors, 
investors  mav  have  swung  too  soon. 
Johnson  savs  that  at  the  moment  he 
has  no  plans  to  take  another  coaching 
job  but  admits  he  would  entertain  anv 
offer.  That  would  take  the  biggest 
celebrity  out  of  Celebrity  Resorts, 
which  so  far  has  neither  earnings  nor 
revenues.  -Seth  Lubove 


Deathly 
business 

With  America's  death  rate  expected 
to  remain  around  2. 1  million  per  vear 
through  2010,  there  would  seem  to 
be  no  legal  wav  to  make  death  a 
growth  industry.  But  Frederick 
Rockwood  is  doing  nicelv  from  an  old 
business:  selling  funeral  insurance 
policies  to  the  undcad. 

Rockwood,  43,  is  president  of  the 
Indiana-based  Forethought  Group,  a 
unit  of  Hillenbrand  Industries,  the 
casket  and  hospital  bed  maker  ( 1990 
sales,  $1.1  billion).  Forethought  re- 
ports net  rexenues  doubled  last  year, 
to  $39  million.  Although  costs  associ- 
ated with  its  1986  startup  make  prof- 
its unlikelv  until  1992,  Forethought 
increased  the  number  of  policies  it 
wrote  last  \'ear  t(^  77,500,  or  an  esti- 
mated 8%  of  the  market.  Benefit  re- 
sen'cs  stand  at  $316  million. 

A  clexer  marketer,  Rockwood  is 
selling  all  of  his  policies  through  fu- 
neral parlors.  Forethought  hooks  fu- 
neral directors  with  agents'  commis- 
sions. And  Hillenbrand  offers  all  cas- 
ket sellers  a  volume  discount. 

"We're  ver\'  excited  about  the  fu- 
ture," savs  the  livelv  Rockwood — and 
not  just  because  people  will  keep  on 
dying  for  the  foreseeable  ftiture.  With 
the  exit  of  archrival  Familv  Service 
Life  Insurance — a  subsidiar\'  of  Ser- 
vice Corp.  International — from  the 
insurance  business  last  year,  Fore- 
thought appears  poised  to  make  a 
killing.  -Martin  Kihn 


Frederick  Rockwood  ot  hof-ethought  Group 
Alive  and  l(icl(ing 
in  a  dying  business. 
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The  new  Minoltajax  1000 
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The  way  plain  paper  faxes  are  priced,  you  may  find  yourself  considering  some  crazy  ways  of 
getting  manageable,  easy-to-write-on  faxes.  Fortunately  with  the  new  and  affordable  Minoltafax  1000, 
you  won't  have  to. 

The  Minoltafax  1000  can  be  used  with  any  fax  or  as  a  stand-alone  receiver.  Its  even  loaded  with 
features  like  60-page  memory  500-sheet  paper  capacity  and  a  disposable  Imaging  Cartridge. 

So  if  buying  an  expensive  plain  paper  fax  isn't  an  option,  give  us  a  call  at  1-800-USA-DlAL, 

ext.  777,  We  think  you'll  see  that  the  Minoltafax  1000  is  not  only  ^^^ 

the  best  alternative,  it's  the  only  one.  ^       = 

PLAIN  PAPER  FAXES ^W 

ONLY  FROM  THE  MIND  OF  MINOLTA  MINOLTA 
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BY  ER  C  S.  HARDY 


Technology'  stocks  are  becoming  at- 
tractive again,  says  James  C.  Mendel- 
son,  a  computer  and  sothvare  analyst 
at  Morgan  Stanley.  The  stock  of  Ora- 
cle S\'stems,  the  world's  largest  maker 
of  database  management  systems,  has 
recently  gained  50%.  Priced  at  $10  a 
share,  Oracle  is  nonetheless  at  litde 
more  than  a  third  of  its  historic  high. 
"This  stock  is  still  speculative,  but  it 
has  the  potential  to  come  back  strong- 
ly," says  Mendelson,  who  cites  the 
compan\''s  leading  role  in  so-called 
relational  database  software.  Mendel- 
son also  likes  BMC  Software  and  Goal 
Systems  International.  BMC  Software, 
a  Texas- based  de\'cloper  of  IBM -com- 
patible mainframe  software,  has  aver- 
aged 50%  sales  growth  over  the  past 
few  years,  carries  virtually  no  debt  and 
has  strong  cash  flow.  Goal  Systems 
International,  which  also  develops 
IBM-compatible  mainframe  software, 
has  grown  through  acquisitions. 

After  a  flurry  of  upside  activity', 
defense  stocks  seem  to  be  waning 
again.  A  recent  13%  drop  in  Grum- 
man drove  it  below  its  prewar  le\'cl. 
And  General  Dynamics,  with  a  7% 
loss,  gave  back  part  of  the  gains  it 
scored  right  after  the  outbreak  of 
fighting  in  the  Persian  Gulf 

But  most  stocks  rallied.  The  Dow 
industrials  are  now  up  more  than  300 
points,  or  12%,  since  the  shooting 
began  on  Jan.  16 .  The  Nasdaq  gained 
more  than  19%. 


Closeup  on  the  market 
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The  worst  performing  stocks 


The  best  performing  stocks                                                                1 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)  ^ 

RelVoP      1 

Valhl^^^^^^H 

1 

53%       1 

Oracle  Systems 

10»/& 

50 

20 

32,751 

2.5  "W 

Marriott 

I4y« 

43 

14 

7,593 

2-4    '^ 

Kemper  Corp 

30 '/fe 

41 

NM 

2,149 

1'5         1 

Stone  Container 

151/4 

37 

10 

4,669 

2.4          1 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)' 

RelVoP 

FMC  Gold 

^^^      6'/g 

-19% 

m 

^H'  544 

2.4     g| 

Grumman 

'^^^^        17'/2 

-13 

1" 

^■*  1,487 

2-^  9 

Autodesk 

46 '/4 

-11 

20 

13,845 

4.0      -^ 

Chrysler 

12 

-8 

'  41 

12,365 

1.8 

Eli  Lilly 

73'/^              -8 

20 

10,528                1.5          i 

Index  or  investment 
Wilshire  index 

6,000  stocks,  capitalization  weighted 

Wilshire  index 

6.000  stocks,  equal  weighted 

Dow  Jones  industrials 

30  stocks,  divisor-adjusted  price  average 

S&P  500 

Capitalization  weighted  cross  section,  major  stocks 

NYSE 

Capitalization  weigtited,  all  listed  common  stocks 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

Amex  international  market  index 

Capitalization  weighted.  50  largest  ADRs 


Price  or  rate 

3,379.5 
19.8 

2,810.6 
356.5 
194.7 
334.7 
435.0 
317.4 


2-week  change 

7.4% 
14.7 

6.3 

6.5 

6.6 

9.1 
11.2 

6.5 


Index  or  investment 

Europe,  Australia,  New  Zealand  and  Far  East* 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

Institutional' 

Approximately  200  stocks  with  high  institutional  ownership 

Individual' 

Approximately  200  stocks  with  low  institutional  ownership 

Russell  200  index 

2000  small  market  value  stocks,  capitalization  weighted 

Gold'  (composite  quote  of  6  major  dealers) 

Yen'(per$U.S.) 

Commodity  index'  (CRB  futures  index,  1967=100) 

Oil' (W  Texas  Intermediate) 

T  bills' (90  days) 

Broker  loan  rate' 


Price  or  rate 

858.60 

112.14 

93,60 

151.08 

$367.60 

128.60 

212.67 

$21.20 

5.90% 

9.00% 


2-week  change 

7.4% 

10.4 
12.9 

11.9 

-1.3 
-2.8 
-0.9 
-16.2 
-21.0  basis  points' 
Unchanged 


Note:  All  data  lor  periods  ending  2/7/91.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  ol  retirements  of  equity 
since  index  was  created.  Stocks  listed  above  have  market  capitalization  of  $500  million  or  more.  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  f/onica,  Calif. 
^Average  daily  volume  over  a  2-week  period.  'Average  daily  volume  over  the  last  2  weeks,  divided  by  the  average  daily  volume  during  the  preceding  3  months. "  Morgan  Stanley 
Capital  international  perspective.  ^For  period  ending  2/8/91.  A.  Arbel,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  '''Knight-Ridder  Financial  Information. 
'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NM;  Not  meaningful. 


Forbes  ■March  4,  1991 


143 


iMliU;ilHT  HtUIC 


try  oyer  the  last  6  months 


■'!^W: 


Health  maintenance 

600 
500 
400 

300 


200 


Aug 


Sept 


Oct 


Nov 


Dec 


Jan      Feb 


"Health  care  stocks  are  a  defensive  haven  for  investors,  anci 
their  earning  momentum  has  httle  risk  of  derailing,"  says 
Dorothy  E.  Ryan,  a  senior  analyst  at  California- based 
Robertson  Stephens  &  Co.  That's  why  the  sector's  stocks 
were  strong  even  before  the  rally,  she  says. 

Several  computer  groups  also  rose  sharply  over  the  last 
six  months.  "These  stocks  were  probably  helped  by  the 
decline  in  interest  rates  and  a  perception  that  they  had  been 


Leading  industries 


Health  maintenance 

1 

Company 

Recent 
price 

6-month 

price 

change 

Relative  rank 
strength     EPS 

P/E 

US  Healthcare 

363/4 

103% 

99 

93 

33 

United  Healthcare 

291/2 

76 

98 

90 

26 

Foundation  Health 
PacifiCare  Health  Systems 
PHP  International 

18 1/2 

64 

94 

85 
96 
95 

11 

16       1 

23 

161/4 

26 
6 

90 
79 

Computers-mini  & 

micro 

Company 

Recent 
price 

6-month 

price 

change 

Relative  rank 
strength     EPS 

P/E 

Apple  Computer 

551/4 

35% 

95 

82 

14 

Compaq  Computer 

69  3/4 

28 

94 

98 

14 

Digital  Equipment 
Hewlett-Packard 
Sun  Microsystems 

701/2 
373/4 
29 

-2 
-6 

-6 

74 

13 

NM       1 

71 
92 

56 
98 

12       f 

19       1 

Electric  components  &  semiconductors 

f 

Company 

6-month 
Recent      price 
price      change 

Relative  rank 
strength     EPS 

P/E 

Advanced  Micro  Devices 

81/8        22% 

94 

22 

NM 

Intel 

47            20 

86 

98 

15 

Texas  Instruments 

38            18 

86 

20 
25 
34 

NM 
NM 
NM       1 

National  Semiconductor 
LSI  Logic 

61/4         12 
81/4      -27 

87 
72 

Worst  industry  over  the  last  6  months 


Oil  &  gas-offshore  drilling 

90 
70 


30 

1 

Aug 

Sept 

Oct 

Nov 

Dec 

Jan 

Feb     ^:; 

oversold,"  says  Craig  Krapf,  analyst  at  Edward  D.  Jones  & 
Co.  Apple  Computer,  aided  by  a  33%  increase  in  Decem- 
ber quarter  earnings,  is  near  its  alltime  high. 

Energ)'  stocks  had  a  sharp  runup  immediately  following 
Iraq's  invasion  of  Kuwait,  but  then  lost  ground.  The 
worst-performing  group  for  the  last  six  months  was 
offshore  drilling.  The  market  value  of  Energ)'  Service,  a 
contract  driller,  was  cut  nearly  in  half,  to  $221  million. 


Lagging  industries 


Oil  &  gas-offshore  drilling 

u 

Company 

Recent 
price 

6-month 

price 

change 

Relative  rank 
strength     EPS 

P/E 

Energy  Service  1|H|||| 

■§'2'^ 

-49% 

16 

16 

NM 

Chiles  Offshore 

7 

-47 

23 

79 

NM 

Rowan  Companies 
Global  Marine 
Tidewater 

8V8 

35/8 

143/4 

-36 
-29 
-25 

16 

69 

NM 
NM 

18 

25 
39 

69 

85 

Oil  &  gas— exploration  &  production 

Company 

Recent 
price 

6-month 

price 

change 

Relative  rank 
strength     EPS 

P/E 

Oryx  Energy 

331/2 

-36% 

20 

94 

19 

Enron  Oil  &  Gas 

173/4 

-31 

17 

69 

48 

Anadarko  Petroleum 
Union  Texas  Petroleum 
Burlington  Resources 

261/4 

-29 

20 
21 
31 

98 

25 

151/2 
36 1/4 

-27 
-21 

78 
95 

19 
25 

Natural  gas— pipelines 

1 

Company 

Recent 
price 

6-month 

price 

change 

Relative  rank 
strength     EPS 

s 
P/E 

Sonat 

411/4 

-22% 

28 

74 

18       1 

Coastal 

Columbia  Gas  System 

29 

-15 

31 

81 

15        ;; 

433/4 

-8 
-8 

-4 

35 

71 

17 

Enron  Corp 
Interhome  Energy 

503/4 

401/4 

37 
53 

94 
76 

11 
12 

Industries  are  ranked  from  1  (highest)  to  197  (lowest)  based  on  the  equal-weighted  price  performance  of  the  companies  within  the  industry  group.  Industry  performance  is  based 

on  6-month  price  changes  with  the  most  recent  3-month  results  weighted  70%.  Relative  strength  is  a  stock's  daily"price  change  over  the  last  12  months.  Relative  EPS  measures  a 
company's  earnings-per-share  growth  in  the  last  2  quarters,  the  last  5  years  and  the  stability  of  that  growth.  For  both  measurements,  stocks  are  compared  with  all  other  stocks  and 
ranked  on  a  scale  of  0  to  99,  with  99  the  highest.  NM:  Not  meaningful.  All  data  for  periods  ending  2/1/91.  Source:  Investor's  Daily,  Los  Angeles,  Calif. 
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AT  39,000  FEET, 
HERE'S  SIMPLY  NO  GETTING 
AWAY  FROM  US.      ^ 


^^^ 


V^iv  above  the  maddening  crowds,  Air  Group  One,  the  winning 
combination  of  Delta  Air  Lines'  SKY  Magazine  and  TWA  Ambassador, 
reaches  more  than  2.5  million  relaxed,  responsive  frequent  flyers. 
That's  our  "Affluential  Advantage. " 


If  ,  There's  more  to  Air  Group  One's  "Affluential 

Advantage"  than  the  $100,000'''  average  income  of 

f        some  2,5  million  frequent  flyers  who  read  Delta's  SKS' 

and  TWA  Ambassador  monthly. 
Because,  when  you  advertise  in  SiCV  and  TWA  Ambassador, 
l^you  have  this  elusive,  monied  group  of  consumers  right 
^      where  you  want  them:  Far  away  and  removed  from 
the  everyday  distractions  of  home  or  office,  in 
a  time  frame  exclusively  their  own. 

It's  in  this  rarified  atmosphere  that 
our  passengers  bypass  their  stand- 
ard reading  fare  to  pick 
>     up  SKY  and  Ambassador. 

Why?  Because  SKY  and 
Ambassador  can't  be  found  in  a 
newsstand,  mailbox,  or  in-box; 
thev're  only  available  on  Delta 
and  TWA  flights.  Which 


makes  reading  them  a  rather  uncommon  pleasure. 

And  they  are  thoroughly  K2Ld.  A  fact  backed  up  by  more  than 
20,000  inquiries  and  direct  orders  for  merchandise  that  Delta  Air 
Lines'  SK\'  and  TWA  Ambassador  Magazines  generate  monthly. 
This  reader  involvement  is  further  underscored  by  our  many 
successful  direct  response  advertisers— a  group  whose  advertis- 
ing results  are  strictly  measured  by  return  on  investment— who 
have  run  in  SKY  and  Ambassador  for  over  ten  years. 

There's  no  getting  away  from  facts  like  these.  All  of  which 
support  one  simple  premise:  When  you  demand  maximum 
impact  and  effectiveness  for  your  advertising  dollars,  there's 
simply  no  getting  away  from  us.  ^t§9 

ToU-free  (800)  523-6809;      CR€HP 
In  FL  (305)  893-1 520;  Olllt 

FAX  (305)  895-0622 

y^  THE  AFFLUENTIAL  ADVANTAGE' 

I    Halsey  Publishing  Co.,  12955  Biscayne  Boulevard,  North  Miami,  FL  33181 

•Source  1989  MMR 


Despite  their  recent  strength,  small-company  stocks 
have  a  lot  of  catching  up  to  do,  which  could  mean  a  long 
ride  upward  for  Ralph  Wanger's  Acorn  Fund. 

Small  caps 
reawaken 


By  Richard  L.  Stem 

After  eight  years  of  slumber  dur- 
ing a  powerful  bull  market  that  has 
neglected  them,  the  stocks  of  smaller 
corporations  are  hopping  again. 
Ralph  Wanger,  a  principal  of  Chica- 
go-based Harris  Associates,  invest- 
ment adviser  to  the  $865  million 
Acorn  Fund,  is  one  who  stands  to 
benefit.  The  fund,  which  was  oft"  1 7% 
for  1990,  is  up  12%  so  far  this  vear. 
Despairing  that  he  couldn't  success- 
fully manage  over  $1  billion  in  assets, 
Wanger  closed  the  fund  last  summer. 
Little  did  he  know  the  assets  would 
shrink  in  a  price  collapse.  Now  he's 
already  talking  about  reopening  it. 

If  indeed  Wanger  opens  the  door 
again,  latecomers  will  have  missed  a 
little  of  the  action.  But  if  history  is  a 
guide,  the  party  will  last  for  a  long 
time.  The  last  bull  market  for  small 
companies  began  in  late  1974  and 
lasted  for  almost  nine  years,  during 
which  time  Acorn  multiplied  an  in- 
vestor's stake  eightfold. 

After  that,  the  bigger,  name -brand 
stocks  took  over  leadership  and  small 
stocks  lagged,  but  Acorn's  long-term 
performance  still  looked  good:  If  you 
had  invested  $10,000  in  the  Acorn 
Fund  in  1970,  when  Wanger  opened 
it,  you'd  have  $200,000  today. 

Wanger's  fiind  isn't  nearly  as  hot 
now  as  others  of  the  small-company 
genre,  the  ones  that  go  for  high- 
growth  technology  stocks.  But  that 
could — and  probably  will — change. 

Rather  than  growth,  Wanger's 
style  runs  more  to  value.  Meaning: 
He  is  somewhat  more  likely  to  pick  a 
company  trading  cheap  in  relation  to 
its  earnings  or  breakup  value  than  one 
whose  growth  is  meteoric.  But  his 
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200-stock  portfolio  is  eclectic,  rang- 
ing from  casinos  in  Malaysia  (Gcnting 
Behard)  to  a  Portuguese  Caterpillar 
tractor  distributor  called  Stet. 

The  Wanger  philosoph}'  is  dis- 
pensed in  quarterly  shareholder  let- 
ters that  have  attracted  a  cult  follow- 
ing in  the  manner  of  Warren  Bufi^ctt's 
letters  to  Berkshire  Hathaway  share- 
holders. Wangerism  encompasses  a 
few  simple  concepts. 
■  Beware  of  growth  companies  that 
have  stumbled,  since  their  troubles 
will  continue.  Or,  as  Wanger  and 
Buffctt  are  wont  to  say:  "There's  nev- 
er just  one  cockroach  in  the  kitchen." 


Acorn  manager  Ralph  Wanger 
Successful  investors,  he  tells  his 
clients,  are  of  a  different  stripe  from 
The  Street's  herd  mentality. 


One  such  stock  is  Oracle  Systems. 

■  Identify  a  few  attractive  industry 
groups  and  then  bet  big.  This  he 
explains  as  the  "Rubinstein  rule,"  af- 
ter Artur  Rubinstein.  The  pianist, 
says  Wanger,  was  asked  to  judge  a 
competition  of  players  on  a  scale  of  0 
to  20.  Rubinstein  scored  most  contes- 
tants 0,  a  few  20  and  none  in  between, 
explaining,  "Either  they  can  play  the 
piano  or  they  cannot."  One  group 
Wanger  rates  a  20  is  retailing,  where 
his  choices  include  Edison  Brothers 
and  Neiman  Marcus.  The  well-known 
ills  of  some  highly  leveraged  and  oth- 
erwise sick  retail  chains  will  merely 
play  into  the  hands  of  stronger  retail- 
ers, Wanger  says. 

■  Bet  on  selected  resources,  but  not 
directly.  No  matter  how  quickly  the 
war  is  over,  Wanger  says,  continued 
instability  in  the  Mideast  will  keep  oil 
prices  in  the  twenties  at  least.  So  he 
has  bought  Singapore-based  oil-rig 
builder  Far  East  Levingston  Ship 
Building.  It  trades  on  the  Singapore 
market  at  the  U.S. -dollar  equivalent 
of  3'/2,  which  is  25  times  earnings. 

What  else  does  Wanger  like?  In 
recreation,  there's  Harley-Davidson 
(at  25  a  share,  or  10  times  trailing 
earnings).  "What  other  company  can 
boast  its  clients  tattoo  its  name  on 
their  body  parts?"  he  wisecracks. 
Acorn  has  owned  Carnival  Cruise 
Lines  since  1987;  it  recently  went  for 
18'/2  a  share,  or  12  times  earnings. 

Wanger's  largest  and  most  contro- 
versial holding  (1.5  million  shares, 
worth  $29  million)  is  Rouse  Co.,  the 
builder  of  chic  urban  malls.  There's  a 
large  short  position  in  the  stock. 
Wanger  says  the  shorts  simply  don't 
understand  real  estate  accounting, 
and  the  company's  shopping  malls  are 
among  the  best  positioned  around. 
For  this  stock,  earnings  are  meaning- 
less because  of  depreciation  charges. 
Wanger  estimates  the  company's  liq- 
uidation value  at  $28  a  share,  justify- 
ing the  recent  price  of  19. 

Never  one  to  shun  controversy, 
Wanger  owns  three  savings  and  loans. 
"There'll  be  a  few  around,"  he  says 
with  a  wry  smile,  "like  buffalo  herds  in 
Yellowstone  National  Park."  One  of 
his  picks:  Washington  Mutual  Sav- 
ings, for  its  location  in  the  strong- 
growth  Northwest  and  its  book  value 
of  $26  a  share,  against  a  recent  share 
price  of  16%.  ^ 
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How  long  can  a  dividend  last  when  a  company 
burns  up  cash  quicker  than  it  earns  it? 

Endangered 
dividends 


;'    Lh:> 


By  Timothy  Dodman 
and  Gilbert  Steedley 

s&P'S  OUTLOOK  reports  that  409  cor- 
porations cut  or  omitted  their  divi- 
dends in  1990,  the  highest  number 
since  573  companies  were  forced  to 
take  similar  actions  in  1982.  Casual- 
ties in  the  first  weeks  of  1991  include 
Citicorp,  Goodyear,  Occidental  Pe- 
troleum, McDonnell  Douglas  and 
General  Motors.  Who's  next? 

Ford  and  Chrysler?  A  sharp  slump 
in  vehicle  sales  has  contributed  to 
lowered  debt  ratings  for  all  three  car 
companies.  Some  Chrysler  debt  is 


now  rated  as  junk.  Both  these  compa- 
nies may  find  they  have  more  urgent 
uses  for  the  dividend  money  in  run- 
ning their  businesses. 

We  screened  the  Value  Line  Invest- 
ment Survey  database  of  1,700  stocks 
for  heavily  leveraged  companies  likely 
to  reduce  their  payouts.  The  compa- 
nies in  the  table  were  selected  primari- 
ly on  the  basis  of  the  "cash  in/cash 
out"  ratio  listed  in  the  last  column. 
This  is  a  measure  of  how  well  "cash 
flow,"  as  Value  Line  defines  it,  cov- 


ered dividends  and  capital  expendi- 
tures for  the  latest  reporting  period. 
(The  Value  Line  definition  of  cash 
flow  does  not  take  into  account  the 
effect  on  cash  balances  of  fluctuations 
in  inventor}',  receivables  and  paya- 
bles.) For  the  stocks  below,  the  ratio  is 
less  than  1 . 

Unless  business  picks  up,  these 
companies  are  probably  going  to  be 
faced  with  an  unpleasant  choice:  cut 
or  reduce  the  dividend  or  borrow 
money  to  pav  it.  Hi 


Will  these  payouts  last? 

These  steeply  leveraged  corporations  are 

paying  dividends  they 

can     The 

company  takes  in  only  33  cents  in  net 

ncome  plus 

depreciation 

ill  afford.  The  cash  in/cash  out  ratio  for  Preston,  for 

example,  is  0.33.     for 

every  dollar  it  pays  out  in 

dividends  and  capital  expenditures. 
Long-term 

1991 

Recent 

-Latest  12  months- 

estimated 

Current 

debt/ 

Interest 

Cash  in/ 

Company 

price 

EPS 

P/E 

EPS 

dividends' 

Yield 

equity 

coverage^ 

cash  out^ 

American  Express 

24'/2 

$0.34 

72,1 

$2.88 

$0.92 

3.8% 

194% 

1,2 

0.35 

Boise  Cascade 

28 

1.54 

18.2 

1.04 

1.52 

5.4 

118 

4.9 

0.34 

Chrysler 

\m 

0.30 

42,9 

-0.12 

1.20 

9.3 

201 

1.2 

0.74 

Dana 

3P/8 

2.22 

14.1 

2.52 

1.60 

5.1 

141 

3.1 

0.77 

Ford  Motor 

29'/. 

4.65 

6.4 

1,64 

3.00 

10.1 

362 

1.8 

0.77 

Freeport  McMoRan 

35'/8 

5.22 

6,7 

1,92 

2.50 

7.1 

188 

3.3 

0.92 

GTE 

SO'/s 

2.26 

13,4 

2,26 

1.65 

5.4 

121 

2.9 

0.96 

GenCorp 

PA 

1.05 

8,3 

0,97 

0.60 

6,9 

249 

1.7 

0,79 

Ogden  Corp 

22 

1.31 

16.8 

1.61 

1.25 

5,7 

339 

1.8 

0.10 

Pennzoil 

68% 

2.37 

28.9 

3.33 

3,00 

4,4 

155 

2.6 

0.60 

Preston 

9A 

-3,26 

NM 

0.94 

0,50 

5,1 

149 

1.0 

0.33 

Southwest  Gas 

15'/8 

1.53 

9.9 

1.77 

1,40 

9,3 

242 

2.3 

0.60 

Stone  Container 

15^/8 

1.59 

9.8 

0.80 

0.72 

4,6 

251 

2.'1 

0.61 

Whitman 

22 

-0.19 

NM 

1.75 

1.06 

4.8 

219 

4.3 

0.36 

Williams  Cos 

27'/2 

0.92 

29.9 

1.93 

1.40 

5.1 

130 

1.5 

0.70 

'Latest-quarter  dividend 

multiplied  by  4.    ^Earnings 

before  interest  and  taxes  divided  by  interest  charges.    ^Cash  flow  from  operations  (net  income 

plus  depreciation  less  preferred 

dividends)  divided  by  outgo  for  common  dividends  and  capital  expenditures,  based  ( 

)n  latest  reported  figures.    NM;  Not 

meaningful. 

Sources.-  Value  Line  and  Institutional  Brokers  Estimate  System  (a 

V 

service  of  Lynch,  Jones  &  Ryan), 

via  Lotus  One  Source. 
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kay,  so  it  won't  exactly  be  Tyson-Holyfield, 
but  The  Computer  Museum's  3rd  Annual  Computer 
Bowl  still  promises  to  be  one  of  the  most  exciting 
quiz  games  you'll  ever  witness.  Join  us  ringside  for 
round  after  round  of  mind-boggling  action  as  the 
finest  minds  in  the  East  and  West  go  head  to  head. 


See  who  ends  up  on  the  ropes  first.  See  who  beats 
whom  to  the  punch.  But,  most  important,  see  who's 
left  standing  when  all  is  said  and  done.  The  place: 
The  San  Jose  Convention  Center,  San  Jose,  CA. 
With  live  broadcast  via  satellite  to  The  Computer 
Museum  in  Boston.  Don  King,  eat  your  heart  out. 


Presented  by 
The  Association  for  Computing  Machinery 
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As  a  group,  hospital  bonds  are  in  disrepute,  the  healthy 
with  the  sick.  This  creates  bargains  for  alert  investors. 

Recoveiy  room 
bonds 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


Tax-free  bonds  used  to  finance  hos- 
pitals are  going  to  take  a  hit  in  coming 
months.  They'll  suffer  from  bad  pub- 
licity coming  out  of  Washington  as 
Congress  debates  potential  cuts  in 
Medicare  and  Medicaid.  And  the 
group  will  be  tarnished  by  defaults — 
and  rumored  defaults — as  some  of  the 
more  troubled  hospitals  struggle  to 
meet  debt  payments. 

But  as  always,  there's  opportunity 
within  adversity.  Not  every  hospital 
issue  belongs  in  intensive  care.  Some 
have  good  credit.  Others  are  even 
improving.  But  because  even  the 
healthy  ones  seU  at  relatively  high 
yields,  the  trick  is  to  identify  those 
with  the  highest  degree  of  safety. 
Here  are  some  tips  on  how  to  do  that. 

For  one  thing,  don't  go  on  bond 
ratings  alone.  There  can  be  yield  dif- 
ferences of  as  much  as  100  basis 
points  within  a  specific  rating  because 
of  the  differing  underlying  credit 
qualities.  BBB-rated  30-ycar  hospital 
bonds,  for  example,  trade  to  yield 
anywhere  from  7.7%  to  8.75%.  On 
A-qualit)f  issues,  the  return  can  be 
7.25%  to  7.5%,  depending  on  market 
acceptance  of  the  bond. 

Glenn  Wagner,  director  of  munici- 
pal research  at  Mabon,  Nugent  & 
Co.,  one  of  the  industry's  premier 


hospital  analysts,  says  that  while  yield 
is  important,  it's  essential  for  the  in- 
vestor to  do  an  analysis  of  the  credit 
behind  the  yield.  That's  because  the 
hospital  industry  is  facing  increasing 
costs  of  personnel,  combined  with 
pressures  on  the  reimbursement  side 
of  the  business. 

Standard  &  Poor's  has  collected 
data  that  show  the  worst  may  be  over 
for  the  health  care  industrv.  Robert 
Fuller,  managing  director  of  the 
health  care  group,  points  out  that 
credit  downgrades  have  been  slowing 
in  relation  to  upgrades,  even  though 
they  still  are  much  greater  in  number. 

Downgrades  last  year  exceeded  up- 
grades by  3-to-l,  he  says,  by  contrast 
with  a  12-to-l  ratio  in  1986,  the 
industry's  worst  year. 

Showing  how  close  analysis  can 
outperform  the  credit  agencies'  rat- 
ings, Robert  Frochlich,  director  of 
municipal  bond  research  at  Van  Kam- 
pen  Merritt,  recommends  Hilton 
Head  Hospital  in  Beaufort  County, 
S.C.  Rated  BB,  or  below  investment 
grade,  by  S&P  on  Dec.  29,  1987  and 
not  rated  at  all  by  Moody's  or  Fitch, 
the  hospital  had  poor  debt  service 
coverage  of  0.7  times  in  1986  and  1.2 
times  in  1987.  Both  were  worrisome 
levels.  Coverage  of  debt  service  has 
since  risen  to  2.3  times  in  1989  and  an 
astounding  4.3  times  last  year.  That 
measure  puts  the  credit  in  A  status, 
Froehlich  says,  even  though  S&P  still 
rates  it  a  BB.  A  typical  A-rated  bond  in 
1990  had  interest  and  principal  cover- 
age of  3.3  times. 

An  average  BB-rated  30-year 
health  care  bond  yields  9%  to  9.5%, 
while  an  A-rated  bond  yields  7.25% 
to  7.5%.  Thus  a  pickup  in  yield  on  an 
underrated  issue  can  be  a  generous 
200  basis  points. 

Similarly,  the  Saline  County  Me- 


morial Hospital  of  Benton,  Ark.  is  a 
BBB  -I-  rated  bond  looking  better  in 
qualitv  than  a  high  A.  For  this  evalua- 
tion, Froehlich  uses  an  account  re- 
ceivable realization  measure.  This 
tells  how  manv  days  it  rvpicallv  takes 
to  collect  receivables — a  good  mea- 
sure of  administration  qualit)'.  It  took 
Saline  63  days  in  1988,  only  55  days 
the  following  year  and  41  days  in 
1990,  Froehlich  reports.  An  array  of 
more  than  2,100  hospitals  whose  au- 
dited statements  are  tracked  by  vkm's 
Merritt  System,  a  hospital  bond  data- 
base, showed  that  A-qualit\'  institu- 
tions needed  72  days  on  average  to 
collect  receivables,  placing  Saline  Me- 
morial in  a  highlv  rated  category. 

Among  other  issues  that  make  at- 
tractive investments  are  Palm  Beach 
Countv,  Fla.  Health  Finance  8%s  of 
2018  for  J.F.K.  Medical  Center.  Rat- 
ed BBB-  and  improving  in  quality, 
thev  trade  at  105  Vi  to  vield  8%  to  first 
call'  at  102  on  Dec.  i,  1998.  vkm's 
analysts  believe  that  this  issue  is  mov- 
ing toward  a  BBB-H  rating.  Other 
health  care  bonds  with  a  BBB  -I-  rat- 
ing vield  7.75%.  Thus  an  investor 
picks  up  25  basis  points  in  yield. 

A  recent  offering  of  Hinsdale 
Health  System  9 '/2s  of  2019  is  now 
priced  at  107V2  to  yield  8.5%  to  first 
call  in  2000.  This  issue  is  rated  BBB-, 
but  looks  strong  enough  to  be  consid- 
ered BBB,  say  vkm's  analysts.  Since 
BBB-rated  issues  yield  close  to  8%, 
the  pickiip  in  yield  is  50  basis  points. 
Interest  on  these  bonds,  while  exempt 
from  federal  income  tax,  may  be  sub- 
ject to  state  income  taxes,  even  in 
Illinois  and  Wisconsin,  where  the 
hospitals  are  situated. 

Investors  who  don't  want  to  bother 
with  detailed  analysis  might  want  to 
consider  taking  a  position  in  a  mutual 
fund  or  investment  trust  that  has  sig- 
nificant positions  in  hospital  issues. 
There  are  several,  carrying  up  to  24% 
of  their  portfolios  in  well-researched, 
solid-quality  hospital 'issues. 

Van  Kampen's  Municipal  Income 
Fund,  with  at  least  80%  of  its  portfo- 
lio in  investment-grade  issues,  pays  a 
7.35%  annual  rate  in  dividends,  or 
7.09%  based  on  the  sec  yield  calcula- 
tion. A  VKM  closed-end  hand,  the 
Municipal  Income  Trust,  trades  on 
the  New  York  Stock  Exchange  at  a 
price  of  9%,  close  to  net  asset  value, 
and  pays  7.10%  tax-free.  Hi 
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Horace  said:  "Many  shall  be  restored  that 
now  are  fallen."  This  is  true  in  investing  as 
in  war.  Here  are  some  fallen  stocks  to  buy  now. 

Ready  for 
a  comeback 


BY  DAVID  DREMAN 


David  Dreman  is  managing  director 
of  Dreman  Value  Management,  L.P., 
Investment  Counsel,  New  York,  and  author  of 
The  New  Contrarian  Investment  Strategy. 


Recessions,  deficits,  bank  scares 
and  Saddam  Hussein  notwithstand- 
ing, the  s&r  500  stands  at  almost  four 
times  its  level  of  1982,  making  this 
perhaps  the  most  powerful  bull  mar- 
ket in  histor)'.  Yet  a  lot  of  stocks  have 
been  left  behind,  some  deserxedlv  so, 
others  simply  victims  of  market  over- 
reaction.  The  latter  group  offers  first- 
rate  buying  opportunities. 

Almost  at  the  bottom  of  the  list  of 
the  market's  "ne'er-do-wcUs"  are  the 
regional  banks,  their  bull  market  per- 
formance ranking  58th  among  the  61 
industries  in  the  S&P  500.  The  region- 
al appreciated  a  pitifiil  3.2%  for  the 
8 '/a  years  ending  last  December. 

This  laggard  performance  reflects 
the  big  writeoffs  that  banks  have  been 
taking,  but  I  believe  the  major  portion 
of  the  bad  news  is  alreadv  behind 
them.  M<iny  of  the  strong  regionals 
are  well  reserved  and  capitalized  to 
withstand  even  a  worst-case  scenario. 
With  careful  screening  and  broad  di- 
versification, I  believe  investments  in 
this  sector  will  prove  to  be  winners. 
Here  arc  three  that  look  like  highly 
profitable  survivors. 

First  Alabama  (21)  is  the  third- 


largest  bank  holding  companv  in 
Alabama  and  has  one  of  the  highest 
equitv-to-asset  ratios  in  the  countr\'. 
Earnings  increased  15%  last  vear,  and 
should  show  a  double-digit  gain  in 
1991.  The  stock  has  a  p/e  of  10  and 
yields  4.5%. 

Bartiett  Banks  (23)  is  one  of  the 
major  regionals  in  the  Southeast.  The 
bank  took  large  real  estate  write- 
downs in  1990,  which  resulted  in  its 
first  earnings  decline  in  16vears.  With 
lower  writedowns  in  1991,  earnings 
could  rebound  40%,  to  $2.25  a  share. 
Sells  at  14  times  depressed  1990  re- 
sults, vields  5.7%. 

Norwest  (24),  situated  in  the  Mid- 
west, is  one  of  the  nation's  strongest 
regionals;  the  bank  has  been  far  less 
affected  bv  the  real  estate  problems 
plaguing  most  other  sections  of  the 
countn'.  p/e  8,  vield  3.8%. 

Computer  hardware  was  another 
group  that  badly  lagged  the  1982-91 
bull  market.  How  the  wheel  turns!  In 
the  latter  part  of  the  Seventies 
through  the  first  vears  of  the  Eighties, 
investors,  amateur  and  pro  alike, 
scrambled  to  buv  these  stocks,  drixing 
manv  of  the  companies  to  premium 
multiples.  But  euphoria  changed  to 
enormous  skepticism,  and  since  mid- 
1983  the  stocks  have  badly  trailed  the 
S&P.  Computer  stocks  surged  in  Janu- 
ary, but  thev  still  hax'e  a  long  wav  to 
go  to  catch  up.  Three  computer  stocks 
to  look  at: 

Apple  Computer's  (59)  \'er\'  success- 
fial  introduction  of  its  new  low-end 
lines  promises  good  results  through 
1991  and  1992.  p/e  14,  vield  1%. 

The  market  has  had  a  lo\e-hate 
relationship  with  Compaq  Computer 
(71).  Last  vear  the  stock  rose  from  36 
to  65,  onlv  to  drop  back  to  near  its  low- 
in  October,  before  mo\'ing  up  to  an 


alltime  high  recentlv.  But  earnings 
increased  35%  last  year  and  are  likely 
to  show  another  good  increase  in 
1991.  Compaq  trades  at  a  p/e  of  13. 

IBM  (129),  after  years  in  the  dol- 
drums, is  showing  good  results  with 
new  product  introductions  and  cost 
slashing,  ibm's  p/e  is  12,  yield  3.7%. 

Financial  ser\'ices  were  a  third  lag- 
gard group.  As  in  the  case  of  the 
regional  banks,  there  are  some  real 
dodos  in  this  sector  bound  for  the 
chopping  block.  But  even  more  clear- 
ly than  with  the  regional  banks,  there 
are  also  companies  here  with  excellent 
growth  records  and  relativeh'  few  big 
problems.  Here  are  two  companies 
with  good  prospects  that  look  cheap. 

Federal  Home  Loan  Moi'tgofje  (67) 
had  dropped  73%  from  its  12-monthi 
high  of  1 06  bv  mid-October,  vet  earn- 
ings should  show  a  20%  increase  in 
1991.  P/E  9,  yield  2.4%. 

Baltimore-based  T.  Rowe Price  (23) 
is  one  of  the  largest  publiclv  held  U.S. 
mutual  fund  groups.  A  27-cent-a- 
share  one-time  charge  and  higher  op- 
erating costs  resulted  in  an  earnings 
decline  in  1990  for  the  first  time  in 
over  a  decade.  Earnings  should  be  up 
again  in  1991  and  ensuing  vears. 
Trades  at  10  times  estimated  1991 
income  and  vields  2.7%. 

Another  industr\'  v\'ith  good  funda- 
mentals that  has  badh-  lagged  the 
index  is  electrical  equipment.  Two 
stocks  1  would  consider  here:  • 

Emerson  Electric  (43)  is  a  broadlx' 
based  manufacturer  of  electronic  and 
electrical  products.  The  companx'  has 
increased  earnings  everx'  \'ear  since  the 
earlv  1970s  and  should  do  so  again  in 
1991.  P/E  15,  vield  3%. 

Westijijjhouse  (27)  has  traded  at 
new  lows  recenth',  although  income 
should  continue  to  hold  up  well 
through  the  recession.  Westinghouse 
trades  at  a  p/e  of  7  and  vields  4.4%. 

With  the  market  mo\'ing  toward  its 
alltime  highs  again,  these  laggard 
groups  still  offer  good  values.  A  quo- 
tation from  Horace  prefaced  Graham 
and  Dodd's  classic  Security  Analysis 
and  sax's  it  all:  "Manx'  shall  be 
restoreti  that  noxv  are  fallen  and  many 
shall  fall  that  noxx-  are  in  honor."  The 
most  predictable  characteristic  of 
markets  is  that  fashions  change.  The 
stocks  1  selected  abox-e  fell  from  fash- 
ion but  shall,  in  Horace's  xxords,  "be 
restored"  to  faxor.  ^ 


150 


Forbes  ■  March  4,  1991 


MONEY  &  INUESTMENTS 


What  is  the  stock  market  rally  saying? 
Economic  recovery  ahead. 

The  «R"  word 


Charles  E.  Babin  is  managing  director  of  BRS 
Capital  Management,  Inc..  an  investment 
management  firm,  in  Boston. 


Irs  OFFICIAL:  1990's  economy  was 
abysmal.  According  to  prcliminan' 
figures,  real  GNP  growth  turned 
sharph'  negative  in  the  final  quarter 
(-2.1%  annual  rate).  The  calendar- 
year  a\erage  result  was  anemic,  too. 
The  econom\'  eked  out  an  unimpres- 
sive 0.9%  gain — its  poorest  showing 
since  1982.  Equit^'  returns  suffered  as 
well,  with  the  S&p's  total  return 
declining  2.9% — the  worst  perfor- 
mance since  1974,  and  the  Compos- 
ite's first  negative  vear  since  1981. 

What's  more,  if  the  experts  are 
right,  we  are  not  out  of  the  woods. 
According  to,  a  vear-end  sur\'ey  of 
some  50  of  the  nation's  top  econo- 
mists, conducted  by  Blue  Chip  Eco- 
nomic Indicators,  199rs  real  GNP 
growth  wiU  slump  to  -0. 1%. 

What  about  those  gloom^'  econom- 
ic forecasts.'  The  fact  is,  the  inabilirs'  of 
economists  to  predict  the  economy — 
especially  at  critical  turning  points — 
has  the  profession  awash  in  pink  slips 
(FoRBES,/a«.  27  j .  So  the  marketplace 
seems  to  be  saying  something  about 
the  reliabilit)'  of  their  forecasts. 

There  are  other  portents  of  a  turn- 
around in  the  making.  Aside  from  the 
stock  market's  dramatic  recoven', 
credit  market  behavior,  traditionally 
an  early-warning  indicator  of  im- 
pending shifts  in  the  real  economy, 
has  witnessed  a  substantial  decline  in 
interest  rates  over  the  past  two  years. 


From  a  high  of  9.1%  (March  1989), 
three-month  Treasur\'  bills  declined 
to  6.05%  by  mid-Januar\'  1991.  Low 
interest  rates  do  not  guarantee  a  ro- 
bust econom\'.  But  gi\'en  the  statisti- 
cal relationship  between  interest  rates 
and  GNP,  the  chance  of  this  \'ear's 
consensus  forecast  proving  out  is  less 
than  5%.  In  fact,  odds  are  better  than 
3-to-l  that  I99rs  real  GNP  growth 
will  exceed  last  \'ear's  pace. 

For  equirs'  investors,  now  is  the 
time  to  identif\'  sectors  with  a  demon- 
strated abilit\'  to  beat  the  market  dur- 
ing reco\'er}'  periods.  Which  are  the\'? 

0\'cr  the  past  two  decades  there 
have  been  four  occasions  when  the 
econom\'  rebounded  from  negatixe- 
growth  years.  One  of  these  (1981) 
was  peculiar  in  that  it  was  sandwiched 
between  two  recession  years.  While  it 
was  a  tough  \'ear  for  stocks  generally, 
it  does  satisf\'  this  reco\er\'-\'ear  crite- 
rion; I  have,  therefore,  included  198 1 
in  my  analysis. 

Standard  &;  Poor's  organizes  its 
Composite  Index  into  roughly  90 
nonredundant  industr\'  groups.  Of 
these,  some  67  ha\'e  at  least  20  years  of 
historical  price  data.  Incredibly,  ac- 
cording to  s&P's  "Securirs'  Price  Index 
Record,"  onl\'  23  of  these  sub-set 


indexes  posted  gains  in  each  of  the 
four  recoverv'  periods. 

But,  the  big  question  is:  Which 
sectors  outperformed  the  overall  mar- 
ket during  these  bust-to-boom  cycles.!" 

As  shown  in  the  table,  only  six  S8cl' 
industries  appreciated,  relative  to  the 
SScP  benchmark,  in  each  of  the  four 
reco\ery  years.  Let's  take  a  portfolio 
consisting  of  all  3 1  issues  S8cP  assigns 
to  these  groups  and  with  equal  indus- 
try' weights.  Led  by  leisure  time, 
hea\y-duty  trucks  and  parts,  and 
truckers,  such  a  portfolio  would  have 
eclipsed  the  Composite's  return  by  a 
wide  margin  ever\'  time.  And  if  the 
exceptional  case  proves  the  rule,  it's 
interesting  that  this  portfolio  would 
have  gained  more  than  14%  during 
198 1's  bear  market. 

Given  S&P's  weighting  system,  a 
handful  of  stocks  make  up  the  lion's 
share  of  these  six  select  indexes.  So  it 
ma\'  be  possible  to  play  the  economic 
rebounci  using  the  dominant  issue 
from  each.  These  companies,  all  NYSE- 
listed  issues  save  one,  are:  Eaton 
Corp,  Brunswick  Corp.,  Dun  & 
Bradstreet,  Walgreen  Co.,  Roadway 
Services  (o-t-c)  and Torchmark Corp. 

If  nothing  else,  I990's  economic 
collapse  demonstrated  that  the  busi- 
ness cycle  li\'es.  While  we  may  be 
mired  in  recession  currently,  now  is 
not  the  time  to  sour  on  equities.  The 
economic  upturn — whenever  it  mate- 
rializes— likely  will  find  the  experts 
groping  for  another  "R"  word:  recov- 
er)'. The  trouble  is,  by  the  time  they 
adopt  it,  the  opportunity  to  pocket 
excess  returns  over  the  Composite 
may  have  passed.  ^M 


Stock  watch 

iry-year  apprec 

S&P  industry  group 

1983 

1981 

1976 

1971 

average 

Financial  (life  insurance  cos) 

26.2% 

5.4% 

38.7% 

24.2% 

23.6% 

Heavy-duty  trucks  &  parts 

52.8 

4.4 

71.3 

34.7 

40.8 

Leisure  time 

56.4 

26,4 

39,7 

55.8 

44.6 

Publishing 

21.8 

11.6 

31.1 

15.0 

19,9 

Retail  stores  (drug) 

29,2 

16.4 

25.8 

76.8 

37,1 

Transportation  (truckers) 

38.2 

19.8 

20,3 

81.8 

40,0 

Average 

37.4 

14.0 

37.8 

48,1 

34.3 

S&P  Composite 

17.3 

-9,7 

19.2 

10.8 

9,4 

Is  an  economic  rebound  ahead?  If  so,  investors  will  look  for  recovery 
plays.  History  shows  that  only  six  S&P  industry  groups  outperformed 
the  S&P  ComposHe  during  previous  bust-to-boom  cycles. 
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An  early  end  to  the  Iraq  war  won't  do  much 
for  the  economy.  The  recession  will  deepen  as 
debt  problems  spread  and  confidence  plunges. 

Who's  next? 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  president  of 

A.  Gary  Shilling  &  Co.,  economic  consultants 

and  investment  advisers.  His  firm  publishes /ns/g/if, 

a  monthly  nev^'sietter  covering  the  business 

outlook  and  investment  strategy. 


The  consensus  tells  you  that  the 
only  thing  bothering  Americans  is 
the  Gulf  crisis.  If  the  war  is  as  short 
and  popular  as  everyone  in  and  out  of 
Washington  hopes,  confidence  will 
rebound  and  the  recession  will  soon 
be  history,  they  argue. 

If  you  subscribe  to  this  optimistic 
reading  you  arc  fooling  yourself 
Note  this:  The  initial  success  of  the  air 
war,  celebrated  so  tumultuously  by 
stock  investors,  hardly  raised  consum- 
er confidence  from  depression  levels. 
I  think  this  shows  people  are  worry- 
ing about  lots  more  beside  the  Iraqi 
war.  They  are  desperately  concerned 
about  the  immense  undercoUater- 
alized  debts  burdening  business  and 
consumers  and  the  resulting  shaky 
status  of  financial  institutions.  Any 
of  these  problems  with  sScLs,  banks, 
insurance  companies,  LBOs,  Third 
World  debtors,  real  estate,  etc.,  are 
bad  enough  in  isolation.  When  they 
explode  in  sequence  like  an  incoming 
barrage  of  Scud  missiles,  however, 
people  think,  "Who's  next?"  and  pan- 
ic sets  in,  as  it  did  in  January  on  a  scale 
not  seen  since  the  early  1930s. 

On  New  Year's  Day  Governor 
Bruce  G.  Sundlun,  only  hours  after 
his  inauguration  in  Rhode  Island, 
closed  45  credit  unions  and  small 
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banks  with  $1.7  billion  in  deposits 
because  of  the  failure  of  their  private 
insurer.  It  was  immediatclv  obxious 
that  many  of  these  institutions  were 
so  deep  in  troubled  New  England  real 
estate  that  the\'  could  not  qualif}'  for 
federal  insurance,  and  $1.3  billion  is 
still  frozen  in  359,000  accounts.  All 
this  in  a  state  with  only  1  million 
residents.  Furthermore,  the  state,  fac- 
ing a  $208  million  deficit  on  a  $1.5 
billion  budget,  the  worst  in  percent- 
age terms  in  the  country,  is  in  no 
position  to  pay  off  depositors. 

The  RJiode  Island  crisis  so  shook 
people  that  when,  four  days  later,  the 
troubled  Bank  of  New  England  an- 
nounced a  $450  million  fourth-quar- 
ter loss  that  wiped  out  its  capital,  a 
full-scale  run  on  that  bank  com- 
menced. In  a  stampede  that  resem- 
bled the  Depression-era  overrunning 
of  the  Bailey  Bros.  Building  8c  Loan 
in  the  movie  It's  a  Wonderful  Life,  all 
day  Friday,  Jan.  4,  and  Saturday 
morning  depositors  mobbed  Bank  of 
New  England  offices  to  withdraw 
their  money.  And  they  often  insisted 
on  cash,  unwilling  to  take  bank 
checks.  Even  government  officials 
joined  the  panic.  On  that  Friday, 
Connecticut's  banking  commissioner 
announced  that  $170  billion  in  state 
and  municipal  ftinds  would  be  pulled 
out  of  the  bank's  Connecticut  Bank 
&  Trust  Co.  subsidiary. 

Word  of  the  crisis  in  New  England 
spread  rapidly  coast  to  coast,  and 
worried  depositors,  in  the  first  week 
of  January,  slapped  $24.3  billion  into 
money  market  funds,  an  unprecedent- 
ed 5%  increase.  Safety  was  clearly  the 
objective;  about  two-thirds  of  the 
new  money  received  by  Fidelity,  for 
example,  went  into  fiinds  that  hold 
only  government  obligations. 

Then,  right  on  schedule,  the  panic 
entered  the  truly  irrational  stage. 
Questions  on  a  radio  talk  show  about 
the  health  of  Eastland  Bank  in  Woon- 


socket,  R.I.  caused  so  many  with 
drawals  that  the  bank  had  to  rush  in 
two  truckloads  of  cash  from  the  Bos 
ton  Federal  Reserve  Bank.  And  on 
Jan.  24,  cnn's  Headline  News  chan 
nel  used  some  file  footage  of  an  Old 
Stone  Bank  branch  in  Rhode  Island  in 
a  report  covering  that  state's  banking 
crisis.  Old  Stone  Bank  wasn't  men- 
tioned in  the  report,  and  is  relatively 
healthy,  but  what  happened?  You 
guessed  it,  a  run  on  Jan.  24  and  25 
pulled  out  $20  million,  or  1%  of  the 
bank's  deposits,  and  brought  in  more 
armored  cars  fiiU  of  cash  from  the 
Boston  Fed. 

What's  amazing  about  these  bank 
runs  in  New  England  is  that  deposi 
tors  didn't  even  trust  federally  insured 
institutions,  as  thev  had  in  the  earliqr 
crises  in  Ohio  and  Maryland. 

There  are  other  ways  in  which  the 
debt  problems  of  the  deepening  bal- 
ance sheet  recession  arc  depressing 
confidence  and  spending.  Consumers 
who  borrowed  heavily  in  the  1980s  to 
continue  to  enjoy  the  good  life  are 
now  facing  the  reality  or  likely  pros- 
pect of  layoffs.  That's  bad  enough, 
but  many  people  are  also  beginning  to 
realize  that  their  houses  are  falling  in 
value  and  will  no  longer  provide  the 
equity  to  cushion  them  in  times  of 
layoffs  and  depressed  incomes. 

Sure,  a  quick  conclusion  to  the  Gulf 
war  with  relatively  few  American 
casualties  would  revive  confidence — 
somewhat.  After  several  months  of 
euphoria,  however,  consumers,  busi- 
nesses and  investors  would  probably 
return  to  the  stark  reality  of  the  many 
debt  problems  that  will  continue  to 
surface  and  explode. 

My  advice  to  business  people  and 
investors,  therefore,  is:  Don't  get 
sucked  in  by  those  who  never  saw  the 
recession  coming  but  are  now  telling 
you  that  it's  almost  over.  Remain 
extremely  cautious  in  running  your 
business.  Treat  any  fiirther  stock  mar- 
ket advance  as  a  rally  in  a  bear  mar- 
ket—an opportunity  to  sell  equities 
and  later  to  establish  short  positions. 

The  chief  beneficiary  of  this  deep- 
ening recession  will  be  long-term 
bond  yields,  which  will  drop  as  the 
demand  for  money  dries  up  in  a  stag- 
nant economy.  Look  for  long-term 
Treasury  bond  yields  to  fall  to  4%  late 
this  year  when  the  deep  global  reces- 
sion is  evident  to  all.  WM 
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':  The  short-sellers  are  in  bad  trouble  because 
they  believed  what  they  saw  and  read  in  the  media. 


Cassandra 
is  wrong 


BY  ALAN  REYNOLDS 


Alan  Reynolds  is  the  director  of 
economic  research  for  the  Hudson 
Institute  of  Indianapolis,  Ind, 


Markets  have  not  been  kind  to  Cas- 
sandras  and  short-sellers  in  the  past 
few  months.  The  louder  economists 
whined  about  how  interest  rates  must 
rise  when  foreigners  stop  financing 
our  budget  deficit,  the  more  eagerly 
investors  snapped  up  Treasury  bills 
and  bonds  at  falling  interest  rates. 
Meanwhile,  alarmist  tales  about  the 
imrrlinent  collapse  of  banks,  insurers, 
retailers  and  home  builders  notwith- 
standing, stocks  in  those  industries 
posted  gains  of  11%  to  23%  in  a 
single  month. 

But  it  was  oil  that  really  thwarted 
the  gloomsters.  Despite  the  conven- 
tional certitude  that  a  shooting  war 
would  quickly  push  oil  prices  to  $60, 
the  stuff  actually  dropped  below  even 
the  $25  figure  I  forecast  in  August. 
Betting  with  the  pessimists  has  been  a 
good  way  to  go  broke.  It  still  is. 

When  so  many  things  go  wrong  for 
the  gloom-and-doom  crowd,  some- 
thing must  be  going  right  for  the 
economy.  True,  real  GNP  declined  in 
the  fourth  quarter,  but  that  was  al- 
most entirely  because  of  precaution- 
ary cuts  in  inventories  that  were  al- 
ready lean.  Real  final  sales  declined  by 
only  one-tenth  of  1%. 

At  the  start  of  the  fourth  quarter  of 


1990,  oil  prices  were  around  $40  a 
barrel.  Treasury  bonds  were  yielding 
nearly  9%  and  stocks  had  fallen  sharp- 
ly for  three  months.  Today,  both  oil 
prices  and  interest  rates  are  way 
down,  and  generally  stocks  have  been 
rising  for  more  than  four  months. 

But  the  pessimists  won't  give  up. 
One  stubborn  argument  as  to  why 
good  news  can't  last  is  that  if  the 
Japanese  or  Europeans  stop  buying 
U.S.  Treasury  securities,  then  Uncle 
Sam  will  have  to  oflFer  a  higher  interest 
rate  to  bribe  Americans  to  buy  more 
U.S.  bills  and  bonds;  this  rise  in  inter- 
est rates  would  make  the  economy 
collapse.  This  is  hopelessly  muddled 
thinking.  The  value  of  U.S.  bills  and 
bonds  has  nothing  to  do  with  who 
owns  them,  and  everything  to  do  with 
the  returns  available  on  competing 
investments.  Would  the  U.S.  have 
had  to  raise  interest  rates  last  year  in 
order  to  make  Treasury  bills  more 
attractive  than  Japanese  stocks  .>  Or  to 
compete  with  the  high-yield  bonds  of 
insolvent  U.S.  thrifts.^  Money  must 
go  somewhere,  and  obviously  the 
U.S.  is  looking  relatively  attractive. 

Consider  the  often  repeated  claim 
that  U.S.  bond  yields  have  to  rise  to 
compete  with  higher  yields  in,  say, 
Germany,  Spain  or  Sweden.  Fact  is, 
sensible  investors  buy  bonds  when 
they  expect  interest  rates  to  fall,  not 
rise,  since  falling  interest  rates  pro- 
duce a  capital  gain.  Countries  have  to 
offer  a  high  yield  only  when  their 
bonds  seem  to  involve  a  high  risk  of 
capital  loss,  through  either  further 
increases  in  interest  rates  or  a  fiiture 
currency  devaluation.  The  fact  that 
the  U.S.  dollar  has  already  fallen — far 
too  much  to  make  sense — means  the 
odds  have  tilted  against  a  further  drop 
and  toward  a  rebound.  For  either 
foreign  or  U.S.  investors  to  hold  Brit- 
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ish  or  German  bonds  thus  requires  a 
higher  yield  on  foreign  bonds  to  off- 
set the  risk  that  their  overvalued  cur- 
rencies may  tumble,  producing  capi- 
tal losses  in  dollars. 

This  shift  in  exchange-rate  risk  will 
soon  increase  the  attractiveness  to  for- 
eigners of  U.S.  stocks  and  bonds, 
both  because  capital  gains  are  more 
likely  in  the  U.S.  and  because  the 
dollar  is  likely  to  advance  against  the 
deutsche  mark  or  yen.  The  resulting 
global  bidding  for  U.S.  stocks  and 
bonds  helps  generate  fiirther  capital 
gains,  and  the  capital  inflow  should 
tend  to  push  the  doUar  higher — add- 
ing further  momentum  to  a  renewed 
rush  to  invest  in  the  U.S.  As  for  the 
impact  of  peace,  we  saw  a  tiny  sample 
of  the  euphoria  that  that  will  surely 
bring  to  U.S.  securities  markets  on 
the  very  first  day  of  war. 

Whenever  the  U.S.  capital  gains  tax 
is  finally  cut,  that  prospect  of  higher 
aftertax  returns  will  also  be  capitalized 
in  even  higher  prices  of  U.S.  stocks 
and  bonds.  The  resulting  drop  in 
bond  yields  will  reduce  the  cost  of 
making  interest  payments  on  corpo- 
rate debt,  while  an  improved  market 
for  equities  also  encourages  firms  to 
issue  shares  to  retire  high-yield  bonds. 

Weak  prices  of  commodities  and 
tangible  assets,  including  gold,  black 
gold  and  land,  also  look  favorable  for 
financial  assets.  What  matters  for 
bonds  is  expected  future  commodity 
inflation,  not  some  previous  month's 
Consumer  Price  Index.  If  commodity 
prices  were  expected  to  be  inflated  by, 
say,  20%  a  year,  then  why  would 
anyone  hold  bonds  that  pay  only 
about  8%?  In  fact,  commodity  prices 
would  be  even  weaker  were  it  not  for 
some  residual  speculation  on  war- 
related  scarcities.  Commodity  prices 
have  fallen  even  faster  when  measured 
in  European  or  Japanese  currencies. 

The  media  have  been  so  vigilant  in 
the  pursuit  of  bad  economic  news  that 
they  have  forgotten  what  good  news 
looks  like  even  when  it  hits  them  in 
the  face.  Lower  oil  prices  arc  good 
news.  Higher  prices  of  stocks  and 
bonds  are  good  news.  While  the  econ- 
omy still  has  problems  that  are  real — 
including  imprudent  taxes  and  regu- 
lations— the  financial  underpinnings 
nonetheless  have  been  getting  much 
stronger.  Economic  recovery  can't  be 
too  far  behind.  ^ 
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My  new  Performance 
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since  January  1988. 
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(ai2)922-3eoo    (7oe)48i-29oo     (21 3) su-oeoo 
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BUSINESS  OPPORTUNITIES    ■    BUSINESS  OPPORTUNITIES 


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  i  RANCHES 
FOR  SALE  BY  OWNERS 

MANY  OFFERING  OWNER  FINANCINGi 

To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 

NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES,  INC. 


INCORPORATE  IN  DELAWARE! 


Specialists  in  setting  up  Delaware 
corporations.  General,, Aircraft, 
Boat  &  Slielf  Corporations. 
[•lawcirf    CaHWrHeforFBEEKIT: 
P.O.  Box  484-FB 
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Wilmington,  DE  19899 


800-321-CORP<  302-652-6532 


REPOSSESSED  VA  &  HUD  HOMES 

available  Iron  government  from  $1  v»ilhout  credit 
cfieck  You  repair  Also  drug  seizures  and  lax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H-1030  tor  repo  list  your  area 


SEIZED  CARS— Porsche  Ferrari,  Velle, 
etc  Trucks,  boats,  4  wheelers,  TV's,  stereos, 
lurmlure  by  Drug  Enforcement  Agency  FBI,  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  now  Call  (805)  682-7555  EXT  C-1031 
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EDUCATIONAL  SERVICES 


National  Distributor  based  in  Philadelphia 
with  cash,  space  to  warehouse  inventory  and 
great  marketing  skills,  seeks  produclline  with 
gross  sales  of  $1  MM  or  more  to  sell  through 
dealers.  Will  purchase  inventory  and/or  pay 
goodwill  fee.  No  start  ups.  Call  President 
(215)  625-0500,  Foster  Manufacturing  Com- 
pany,4l4N.  I3(h  St., Philadelphia  PA  19108 
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Instanllyi  Ternlic  10  second  demonstralioni  Fast 
$3  49  seller  pays  $2  90  prodl'  Sig  volume  Cham 
Store  item  Exclusive  ternlory 

and  Fast  Start 
Profit  KItl 
QDQ      1312-FB      WASHINGTON  AVENUE 
nfltO     ST  LOUIS,  rvIO  63103-1989  USA 

Phone  or  write:  314-241-8464 


FREE  SAMPLE 


FREE  COLLEGE  TAPE 


•  EXTERNAL  DEGREES  • 

BusmtSS  &  Public  Administradon, 

Cnminai  Justice  Mgi .  Theology  LAW 

Financial  aid  avaiiabit 

TOLL  FREE  24  hra.  (800)  7S9-000S 

LA  SALLE  UNIVERSITY 

Mandeville,  LA  70470-4000    
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19  real  estate  developers,  which  it 
.haracterizes  as  "limping  along."  An- 
)thcr  concern  is  Barnett's  $4.5  billion 
lutomobile  loan  portfolio,  about 
\1.1  billion  of  which  is  in  indirect 
oans  made  to  auto  dealerships,  main- 
\  those  selling  foreign  cars.  Many 
lanks  are  scrambling  to  get  out  of  this 
-iLisiness.  More  nonperforming  assets 
n  the  making? 

Investors  apparently  ignored  the 
3ad  news.  Since  mid-Januar\'  the  63.2 
i  million  NYSE  shares  have  risen  around 
50%,  to  a  recent  26.  But  Barnett 
earned  $1.61  a  share  last  vear,  down 
from  $4.07  in  1989.  Bush  estimates  it 
winbeluckytodo$1.60in  1991.  She 
thinks  Barnett  will  be  a  $12  or  $13 
stock  before  the  worst  is  over. 

The  works  on 
Stanley  Works 

One  stock  that  has  benefited  might- 
ily from  the  rally  is  Stanley  Works,  the 
$2  billion  (1990  sales)  maker  of  hand 
tools.  Recent  NYSE  price:  35 '/s,  just 
shy  of  its  12-month  high. 

But  analyst  Alvin  Donius  of  Ma- 
bon,  Nugent  &  Co.  says  the  bulls  are 
overlooking  some  major  bearish 
trends.  Its  home  improvement  and 
consumer  goods  business,  selling 
I  hand  tools,  hinges,  doors  and  other 
products,  accounts  for  more  than  half 
of  sales  and  profits.  It  depends  on 
housing  resales  and  retailing,  both  of 
which  have  been  depressed  for  some 
time.  Order  rates  have  been  declining. 
Stanley's  industrial  and  professional 
"T  business — making  fasteners,  industri- 
al tools  and  the  like — is  also  suffering 
from  falling  sales.  Its  primary  custom- 
ers are  the  automobile  and  durable 
goods  industries,  both  depressed. 

Meanwhile,  Stanley's  acquisition 
program  has  slowed.  In  1987  sales 
rose  $392  million,  or  29%;  acquisi- 
tions accounted  for  more  than  half  of 
shat  increase.  But  over  the  last  three 
Tuars  the  New  Britain,  Conn. -based 

mpany  has  made  only  nine  acquisi- 

Bis,  all  of  them  small,  adding  just 
JO  million  to  annual  sales, 
'onius  thinks  Stanley  will  earn 
■NVEsO  a  share  this  year,  down  13% 
;UARuhe  $2.53  It  earned  in  1990.  His 
•  ''">'  *':e:  Don't  buy  the  stock  unless  it 
S7'  MeiP^ck  to  23,  or  35%  below  recent 
amber  o;.  (There  are  41.2  million  corn- 
shares  outstanding.)  HI 
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"This  is  the  way  you  always 
imagined  the  South  Pacific 


exclusive 


Andrew  Har 
luide  to  unspoiled 
Malcolm  Forbes' 


imem^C^Beport . 


It's  the  vacation 
of  a  lifetime  for 
$2,400  a  week! 


^^T^^aken  as  a  whole,  Fiji  is 
'      B      'perhaps  the  most  idyllic  and 
'^  ^  I        hospitable  archipelago  in  the 
"  ^  B        South  Seas,  its  essence 

^^^     springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fiji  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 

and  wild  birds 

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  er\joyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific   ■  •  H  B 


Contact: 
Fiji  Manager 
Attn:  Errol  Ryland 
Fort  Garland,  CO  81133 
(719) 


Fire  up  my  imagination! 

Send  me  a  free  color  brochure. 

Name 


Address . 


|5<^  State . 


Zip. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


^M^e  land  we're  offering  is  far 
■  rrom  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado'. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303  1WF5 
Ft.  Garland,  CO  81133. 
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Obtain  the  Property  Report  toquired  by  t  eUeidi  ,d*  and  (ead  il  beturc  oiyiuny  ddytiMiy  Nu  t-ederal  agency  has 
judged  the  merits  or  value  il  any,  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
statement  has  been  filed  with  the  Secretary  of  Slate  of  the  Stale  of  New  York  The  filing  does  not  constitute  approval 
of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches,  NYA86- 1 53,  A  ,.alement  of  Record  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  Or  value.  Obtain  the  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO:  Florida  AD  20537 
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I  Loading  U.S.  oil  products  onto  llamas  In  Bolivia. 


"The  more  things  change  . . ." 
70  years  ago  in  Forbes 

(From  the  issue  of  Mar  5,  192 1 ) 
"American  business  was  in  its  most 
dangerous  condition  a  year  ago,  but 
because  it  was  being  buoyed  up  by 
plentiful  doses  of  financial  oxygen, 
most  people  did  not  realize  the  real 
condition.  The  patient  may  appear  to 
be  worse  now  than  then,  but  this  is 
because  oxygen  is  no  longer  being 
applied.  The  business  outlook  is 
more  satisfactory  today  than  it  has 
been  at  any  previous  time  in  more 
than  18  months." 

"The  Bridge  Builders  and  Structur- 
al Society  of  Pittsburgh  announces 
that  steel  workers  in  30  large  inde- 
pendent plants  located  in  various 
parts  of  the  country  are  to  be  given 
their  choice  between  a  20%  cut  in 
wages  with  full-time  employment  or 
continuance  of  the  present  scale  with 
a  four-day  week.  Bonuses  and  extra 
work  will  be  eliminated." 

60  years  ago 

(From  THE  ISSUE  OF  Mar.  1,  1931) 
"If  you  happen  to  be  living  in  or 
buying  the  necessities  and  luxuries  of 
life  in  Pennsylvania,  Delaware,  Con- 
necticut, West  Virginia  or  Missouri, 
you're  already  paying  a  fairly  painless 
form  of  this  newest  member  of  the 
Tax  family — Sales  Tax  by  name." 

"Men  of  words  apparently  are  unit- 
ed in  saying  that  it  is  impossible  to 
organize  agriculture  along  industrial 
lines.  Men  of  action,  meanwhile,  are 
so  organizing  the  farm  business.  .  .  . 
A  study  of  federal  income  tax  records 
disclosed  upwards  of  10,000  corpo- 
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rations  engaged  in  the  production 
and  marketing  of  cotton,  grain,  faiit 
and  livestock  in  the  U.S.  .  .  .  One 
canning  factor)'  farms  16,000  acres 
that  require  the  use  of  120  tractors 
and  400  mules." 

50  years  ago 

(Fromthh  issuKOF  Mar  1,  1941) 
"Should  Hitler  decide  that  invasion 
is  impossible,  time  will  be  on  the  side 
of  his  enemies.  .  .  .  They  can  build 
aircraft  faster,  they  can  build  tanks 
and  cannon  faster,  they  can  build 
naval  and  other  vessels  faster.  They 
can  manufacture  munitions  faster. 
They  can  command  infinitely  greater 
supplies  of  even,'  kind  of  oil.  Thev  are 
not  threatened  b\'  rebellion  of  peo- 
ples cruelly,  unjustifiably  conquered 
and  crucified." 

"Washington's  spending  is  giving 
me  the  jitters.  The  Administration 
tosses  out  billions  and  billions  as  if 
they  were  pennies.  Not  a  word  of 
concern  is  voiced  over  the  ultimate 
outcome,  over  how  this  or  the  next 
generation  will  be  able  to  liquidate 
the  bill.  A  federal  debt  of  $100  bil- 
lion— one  hundred  thousand  mil- 
lions— looms."  -B.C.  Forbes 


25 


years  ago 


(From  the  ISSUE  OF  Mar.  1,  1966) 
"Not  every  American  student  in  Eu- 
rope this  summer  will  be  bumming 
around.  Over  400,  mostly  in  gradu- 
ate business  schools,  will  be  working 
for  foreign  corporations.  Each  sum- 
mer the  Association  Internationale 
des  Etudiants  en  Sciences  Economi- 
ques  et  Commerciales  (for  short  AIE- 
SEC,  pronounced  "evesec")  puts 
4,000  students  in  foreign  jobs.  ..." 


"There  are  said  to  be  some  50  inde- 
pendent projects  among  fund  man- 
agement companies,  brokerage  firms 
and  others  seeking  a  way  to  invest  by 
computer.  Can  it  be  done  successful- 
ly? What  has  tempted  some  fund 
managers  to  suspect  that  it  might  is 
the  miracle  that  the  computer  has 
wrought  [on  their]  clerical  and  me- 
chanical side." 


10 


years  ago 


(From  the  issue  of  Mar.  2,  1981) 
"A  decade  has  gone  by  since  Du 
Pont  put  up  the  shutters  on  Corfam 
production  after  eight  years  and 
$100  million  had  been  lavished  on 
this  alternative  to  leather.  But  Cor- 
fam is  far  from  dead.  Poland  bought 
the  process  from  Du  Pont,  set  up  a 
factorv  in  1974  and,  much  to  the 
chagrin  of  Du  Pont,  is  now  shipping 
Corfam  back  to  the  U.S.  in  ever- 
increasing  c"|uantities.  The  joke,  most 
definitely,  is  on  Du  Pont." 


Polisli  joke 
on  Du  Pont. 


"By  1961  General  Mills'  profit 
growth  ranked  next  to  last  in  Forbes' 
survey  of  the  food  industry.  Mean- 
while, its  foods  division — with  a  sta- 
ble of  household  names  like  Gold 
Medal  flour.  Big  G  breakfast  cereals, 
Bisquick  and  the  ageless  Betty  Crock- 
er— was  suffering  from  inattention  as 
Procter  &  Gamble's  Duncan  Hines 
knocked  Ms.  Crocker  out  of  first 
place  in  cake  mixes. 

"But  General  Mills  licked  its 
wounds  and  tried  diversification  a 
second  time.  .  .  .  [Now  it]  has  dou- 
bled its  return  on  equit)'  and  earnings 
growth  rate  to  17.9%  and  15.3%, 
respectively,  and  is  near  the  top  in  its 
industry."  HI 
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Our  forefathers  werepfiven 
to  dawdling.  They  had  lots 
of  time — with  much  to  spare. 
They  went  in  for  three- 
volume  novels  and  two-hour 
sermons.  They  walked — and 
walked  slowly,  at  that. 
They  conversed  by  the  hour ' 
and  wrote  yard-Ion^  let- 
ters. .  .  .  Yesterday  was 
the  day  of  the  leisurely 
sailing  ship.  Today  is  the 
day  of  the  steam,  oil  and 
electric  power  ship.  To- 
morrow will  be  the  day  of 
theflyinpf  ship.  All 
inspired  by  the  quest  for 
abbrcviatin£j  space  and 
saving  time. 


-B.C.  Forbes 

How  old  would  vou  be  if  vou 
didn't  know  how  old  you  was? 
-Satchel  Paige 

There's  only  one  way  to  avoid 
getting  old,  and  that  is 
to  die  young. 
-Georgia  physician 

It  usually  takes  more  than 
three  weeks  to  prepare  a  good 
impromptu  speech. 
-Mark  Twain 

I've  never  thought  about 
divorce.  I've  thought  about 
murder,  but  never  divorce. 
-Dr.  Joyce  Brothers 

The  happiest  time  in  anyone's 
life  is  just  after  the  first  divorce. 
-John  Kenneth  Galbraith 

It's  not  the  tragedies  that 
kill  us,  it's  the  messes. 
-Dorothy  Parker 

Anyone  who  says  money  doesn't 
buy  happiness  doesn't  know 
where  to  shop. 
-Anonymous 


A  Text ... 

Take  therefore  no  thought 
for  the  morrow:  for  the 
morrow  shall  take  thought 
for  the  things  of  itself. 
Sufficient  unto  the  day 
is  the  evil  thereof. 
-Matthew  6:34 


Sent  in  by  James  W. 
Spradley,  Eastman,  Ga.  What's 
your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


A  celebrit)'  is  a  person  who  works 
hard  all  his  life  to  become 
well  known,  then  wears  dark 
glasses  to  avoid  being  recognized. 

-Fred  Aleen 

I  don't  know  if  Bacon  wrote 
the  works  of  Shakespeare,  but 
if  he  did  not,  he  missed  the 
opportunity  of  his  life. 
-James  M.  Barrie 

Autobiography  is  an  obituary 
in  serial  form  with  the 
last  installment  missing. 
-QuENTiN  Crisp 

Being  a  good  psychoanalyst  has 
the  same  disadvantage  as  being 
a  good  parent:  The  children 
desert  one  as  they  grow  up. 

-Morton  Hunt 


More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  .Send 
check  and  order  to:  Forbes  Inc.,  60  Fifth  Ave.,  Uew 
York,  N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  w/here  applicable. 


The  trouble  with  the  rat  race 
is  that  even  if  you  win, 
you're  still  a  rat. 
-Lily  Tomlin 

Teaching  is  not  a  lost  art, 
but  the  regard  for  it  is 
a  lost  tradition. 
-Jacques  Barzun 

I  know  it  was  the  fashion  in 
Victorian  times  to  say  that 
England  was  represented  by  its 
great  middle  class  and  not  by 
its  aristocracy.  That  was  the 
artfialness  of  its  aristocracy. 
Never  did  a  governing  class 
govern  so  completely,  by 
saying  it  did  not  govern  at  all. 
-G.K.  Chesterton 

The  first  and  greatest 
commandment  is.  Don't  let 
them  scare  you. 
-Elmer  Davis 

The  chief  cause  of  human 
errors  is  to  be  found  in 
prejudices  picked  up 
in  childhood. 
-Rene  Descartes 

I  keep  to  old  books,  for  they 
teach  me  something;  from 
the  new  I  learn  very  little. 

-Voltaire 

The  "servant  problem"  has 
long  been  a  staple  of 
female  conversation  among 
those  who  could  afford 
the  problem,  but  never 
have  so  many  talked  about 
so  few. 
-Time  magazine 

I've  been  on  a  diet  for 
two  weeks  and  all  I've  lost 
is  two  weeks. 
-ToTiE  Fields 

When  I  cry,  do  you  want  the 
tears  to  run  all  the  way  or 
shall  I  stop  halfway  down? 
-Margaret  O'Brien  (age  6) 
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aught  short  in  a  bull  market:  confessions  of  a  battered  Bear 
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Can  Drive  It  While  It  Becomes  One: 
The  1991  Jaguar  Sovereign. 
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The  fabulous  SS-100;  the  incredible 
XK120;  the  legendary  E-type: 
None  of  these  Jaguars  started  out  as 
classics.  They  were  simply  spirited 
motorcars,  designed  with  the  latest 
technology  and  all  the  style,  passion 
and  value  diat  Jaguar  had  to  offer. 
Today,  these  legendary  Jaguars  are 
among  the  most  coveted  automobiles 
in  the  world. 

Jaguar's  philosophy  of  building 
distinctively  styled,  spirited  motor- 
cars at  a  reasonable  price  has  not 


changed.  A  perfect  example  is  the 
1991  Jaguar  Sovereign.  Its  spirit 
comes  from  a  223-horsepower,  four- 
liter,  24- valve  engine,  mated  to  an 
electronically  controlled,  four-speed 
automatic  transmission  with  driver- 
selectable  sport  shifting.  Add  to  that. 
Jaguar's  fully  independent  suspension, 
massive  disc  brakes  and  advanced 
anti-lock  braking  system  and  it  is  clear 
that  the  Sovereign  is  a  performer  of 
legendary  proportions. 

The  Sovereign  interior  is  fitted 


with  polished  hardwood  and  supple 
leather.  It  is  also  equipped  with  an 
array  of  modern  conveniences,  such 
as  computerized  climate  control,  an 
80-watt  stereo  sound  system  and  a 
power  sunroof. 

We  invite  you  to  test  drive  the 
1991  Jaguar  Sovereign.  We  think 
you'll  find  the  experience  to  be,  in  a 
word,  classic.  For  your  nearest  dealer, 
call  1-800-4-JAGUAR. 

JAGUAR 


BLENDING 
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ART 


AND 


MACHINE 


Who  Covers  Business 
Insurance  From  A  to  Z? 


Zurich- American.  And  we  can  make  a  very  good 
case  for  going  with  the  business  insurance  specialist. 

You  see,  we  commit  the  kind  of  time  and  people  it 
takes  to  really  know  your  business.  So  we  can  provide 
the  right  insurance  for  your  particular  needs.  And  we 
back  it  up  with  financial  stability  you  can  depend  on. 
Stability  that  is  reflected  in  our  "A"  rating  from  A.M. 
Best  and  "AAA"  from  Standard  and  Poor's. 

What's  more,  as  part  of  the  worldwide  Zurich 
Insurance  Group,  with  offices  and  experience  in  over 
100  countries,  we  have  the  insurance  capacity  and  the 
people  to  make  a  world  of  difference  for  you  at  home 
and  abroad. 

So  make  sure  you're  carrying  the  ideal  business 
insurance.  Make  sure  it's  Z-A.  Zurich- American. 


ZURJCH'AiVlERJCAN 

i^        INSURANCE  GROUP 
American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  'American  Guarantee  and  Liability  Insurance  Company  •  Executive  Offices.  Schaumburg,  IL  60196 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


Bill  Byrife,  TdnrShannon  and 


Brad  Kocher.  Members  of 


the  Pinehurst  Country  Club, 
Pinehurst,  North  Carolina. 


Like  all  true  amateurs, 

they  play  for  the  love 

of  the  game. 

Bobby  Jones,  perhaps 
the  greatest  golfer 
of  all  time,  chose  to 


remain  an  amateur. 


We  dedicate  the 


Bobby  Jones  Golf  wear 


Collection  to  the  amateur 


golfer.  Those  playe^ 
who  make  golf 


P 


the  greatest  of 


of  the  Game. 


tie  Sportswear  Divisi^pthe  Hickey-Freeman  Co.,  Inc.,  RocHester,  New  York.  For  the  storetlearest  you,  call  toll-free  1-800-848-1289.  ©  1991  Hickey-fi-eeman  Co.,  Inc! 
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What  to  do  when 
the  taxman 
bungles. 


Why  Apr.  15  is  getting 
worse  and  worse 

By  Laura  Saunders 

How  do  vou  deal  with  a  computer 

that  won't  listen? 

Colgate-Palmolive  108 

ByGretchen  Morgenson 

Reuben    Mark   has    been    properly 

lauded  for  his  accomplishments  at 

Colgate-Palmolive.  But  is  efficiency 

enough? 

Computers/Communications : 

The  Baby  Bells  get  a  dose 

of  competition  118 

ByGarySlutsker 

The  rich  subsidies  that  are  underlying 
the  regional  phone  companies'  juicy 
fi^anchises  are  up  for  grabs. 

A  short-seller's  nightmare  151 

By  Frederick  E.  Rowe  Jr. 
Confession  of  a  battered  bear. 


COMPANIES 


Boeing,  McDonnell  Douglas, 
GE,  Pratt  &  Whitney  38 

By  Howard  Banks 

The  Soviets  make  decent  airframes. 
The  Americans  make  great  engines 
and  avionics.  Whv  don't  the  two  sides 
get  together?  They're  tn*'ing  to. 

International  Multifoods  52 

By  Steve  Wei  ner 

What  Anthony  Luiso  and  Archer 
Daniels  Midland  see  in  the  reconsti- 
tuted company. 


Up  &  Comers: 

Spectacor  Inc.  60 

By  Christopher  Palmeri 

Stadium  manager  Ed  Snider's  secret: 
Leaxe  plenty  of  money  on  the  table 
for  the  cities  that  own  the  facilities. 
Also:  Earth's  Best,  Inc.,  making  natu- 
ral foods  for  babies. 

BHC  Communications  68 

BySubrata  N.  Chakravarty 

Herb  Siegel  has  over  $1  billion  to 

reinvest.  Some  unsolicited  advice. 

FPL  Group  112 

By  Robert  Chapman  Wood 

Can  U.S.  companies  successfully  ap- 
ply Japanese  concepts?  Trx^ing  even- 
tually cost  Florida  Power  &  Light's 
John  Hudiburg  his  job. 

Deluxe  Corp.  116 

By  Ignatius  Chithelen 

Expected  to  die,  the  check  printer  still 

thrives. 


INUESTING 


40 


If  you  can't  borrow,  buy 

By  Matthew  Schifnn 

Short-sellers  feel  a  bit  like  Saddam 
Hussein  these  days — dazed  and 
bruised,  muttering:  What  hit  me? 

Kondratieff  waves  74 

By  A.  Gary  Shilling 

The  market  is  giving  us  a  false  signal. 


Will  Nicaragua's  plan  to  swap 
tanks  for  debt  catch  on  among 
other  Third  World  borrowers? 
The  Soviets  hope  not. 

^mm  42 


Statistical  Spotlight: 

Natural  gas  146 

By  Eric  Hardy  and  Robert  C.  Balancia 
Gas  is  a  sure  winner — but  it  may  take 
time.  Here's  a  way  to  profit  while 
waiting.  Also:  Interested  in  convert- 
ible bonds?  Make  sure  you  find  out 
about  the  payback  period. 

Streetwalker  156 

Value     investors;     Kaman     Corp.; 
McGraw-Hill;  American  Express. 


INTERNATIONAL 


The  U.S.S.R.'s  troubled 

arms  loans  42 

By  Lawrence  Minard  and  Peter  Fuhrman 

If  you  think  we  made  bad  foreign 

loans,  look  at  Moscow's  portfolio. 

Iraqi  prospects  43 

By  Peter  Fuhrman 

If  the  world  at  last  is  rid  of  Saddam 
Hussein,  Iraqis  will  be  among  the 
chief  beneficiaries. 

Japanese  land  values  44 

By  Gale  Eisenstodt  and  Hiroko  Katayama 

What  went  up  is  coming  down,  but 

the  real  problem  remains  unsolved. 

Spain's  headache  88 

ByJohn  Marcom  Jr. 

The  strong  peseta  is  hurting. 


INDUSTRIES 


Electric  power  78 

By  James  Cook 

Deregulation  is  now  coming  full  force 

to  electrical  utilities. 
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While  Michael  Milken  heads  for  jail, 
Leon  Black  cleans  up  again. 

^mm  48 


The  Koss  twins,  pioneers  in  organic  baby  food.  "IMy 
7-year-old  was  definitely  experimented  on." 


Are  the  regional 
Bells' 

monopolies 
secure? 
■1^  118 


Automobiles  83 

By  Jerry  Flint 

A  note  of  cheer  in  a  gloomy  year  for 
Detroit:  Tlie  Japanese  are  no  longer 
gaining  market  share. 

Textiles  92 

By  James  R.  Norman 

After  messing  with  Mother  Market, 

the  Australians  ha\'e  gotten  fleeced. 


MARKETING 


FACES  BEHIND  THE  FIGURES 


FEATURES 


48 


"We're  doing  just  fine" 

By  Phyllis  Berman  and  Roula  Khalaf 
People  who  dump  toxic  wastes  don't 
get  lucrative  contracts  to  clean  them 
up — but  this  is  Wall  Street,  where 
Leon  Black  plans  to  earn  plenr\'  clean- 
ing up  some  of  the  junk  he  helpecl 
dump  on  investors. 

«I  work  hard"  76 

By  William  P.  Barrett 

What's  it  like  tr\'ing  to  establish  \'our- 
self  in  the  business  world  when  your 
father  is  a  fugitive  swindler?  Daniel 
Williams  is  finding  out  in  Dallas 


NUMBERS  GAME/ON  THE  DOCKET 


72 


Esperanto  for  accountants 

By  Peter  funrman 

The  Securities  &  Exchange  Commis- 
sion is  suddenly  loosening  up  on  for- 
eign companies. 

Let  the  loses  pay  96 

By  Suzanne     j- . 

Walter  Olson  makes  a  sensible  sug- 
gestion that  would  cut  down  on  un- 
reasonable lawsuits  and  help  make 
American  industr)'  more  competitive. 


100 


Advantage,  Mitsubishi 

By  John  Harris 

Selling  the  same  car,  Mitsubishi 
comes  out  ahead  of  Chn^'sler.  Also: 
Competition  among  cognac  makers. 


CDMPUTERS/CGMMUNICATIONS 


126 


Optical  illusions 

By  Kathleen  K.  Wiegner 

Electron  beam  chipmaking  ma\'  be  a 
dramatic  case  of  a  technolog\'  that  is 
too  early.  Also:  Commentar\'  by 
Richard  A.  Shaffer. 


SCIENCE  &  TECHNOLOGY 


Cleared  to  land  130 

Commentary  b\'  Peter  Huber. 


PERSONAL  AFFAIRS/CAREERS 


Communicating  with 

the  world  132 

By  Steve  Kichen 

The  best  of  times  to  become  a  ham 
radio  operator.  Also:  Tax-deductible 
home  equit)'  loans  come  with  a  high 
price  and  a  lot  of  risk. 


Electronic  dealing 

By  Christie  Brown 

Computers  inxade  the  art  world. 


137 


Spook  for  hire  138 

By  Joel  Millman 

Mike  Ackerman  left  the  CIA  in  pro- 
test over  congressional  meddling.  He 
now  makes  a  handsome  li\ing  doing 
CIA-t\'pe  work  for  private  business. 


James  R.  Jones 

140 
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140 
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Ameritech,  118 
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Arco,  118 

Argen,  138 
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The  yeas  and  the  nays 

Thanks  to  readers  who  wrote  us  about  our  redesign.  We 
had  a  glow  of  pleasure  from  the  many  who  said  they  liked 
the  new  look,  but  we  equally  appreciated  letters  from  the 
many  who  said  they  disliked  it.  Forbes  cares  deeply  what  its 
readers  think. 

Change  in  things  we  cherish  disturbs  people.  The  new  takes 
getting  used  to.  We've  been  through  this  before.  Our 
previous  redesign  was  introduced  with  our  issue  of  Nov.  27, 
1978.  Shelly  ZaJaznick,  then  managing  editor,  now  retired, 
recalls  the  hostile  letters  that  greeted  that  1978  redesign. 
We've  kept  those  letters.  Let  me  quote  a  few:  "despoiling  a 
fine  magazine,"  "it  stinks,"  "non-Forbesy,  slick,  cutesy-pie," 
"fire  the  art  director,"  "low  grade  and  trashy,"  "I've  decided 
not  to  renew,"  "please,  back  to  the  old  format."  Before  the 
decade  ended,  Forbes  readers  had  become  so  comfortable 
with  the  redesign,  they  didn't  notice  that  it  was  steadily 
evolving.  The  illustrations  on  this  page  tell  the  story. 

Some  readers  have  questioned  whether  the  slightly  larger 
type  means  fewer  articles.  Not  at  all.  The  first  redesigned 
issue  contained  48  articles  and  columns,  one  more  than  the 
average  for  the  previous  two  issues.  We  achieved  this  by 
tighter  writing  and  a  higher  ratio  of  editorial  to  advertising. 
Same  contents.  Different  package.  -James  W.  Michaels 
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Euro-drive 

American  car  sales  are  stuck  in  re- 
verse, but  General  Motors  is  cruising 
past  Ford  in  Europe  (Forbes,  Mar. 
20,  1989).  Riding  on  the  popularity' 
of  its  Opel  cars,  gm  last  year  nudged 
Ford  out  of  fourth  place  in  European 
volume  for  the  first  time,  selling  1 .6 


million  cars,  including  Saabs.  The 
slump  in  Europe  is  nowhere  near  as 
bad  as  the  U.S.  collapse.  And  Germa- 
ny, OpePs  home  market,  is  so  hot  that 
Opel  bumped  into  the  third  spot  in 
Europe  in  January  with  Ford  right 
behind,  both  passing  Peugeot. 

Opel  was  the  top-selling  new  car  in 
what  used  to  be  East  Germany  last 
year,  accounting  for  a  quarter  of  the 
200,000  vehicles  sold,  cm  is  building 
an  Opel  plant  there  and  adding  Opel 
production  at  a  Saab  plant  in  Finland. 
The  company  is  also  fighting  Volks- 
wagen for  control  of  a  major  plant  in 
Czechoslovakia.  Overall,  GM  earned 
$1.9  billion  in  Europe  last  year,  up 
from  $1.8  billion  in  1989. 

Ford.^  It  has  been  hurt  by  strikes  at 
company  plants  in  Britain  and  Bel- 
gium last  year,  the  slump  in  British 
sales  and  a  disappointing  launch  of 
the  new  Escort.  And  slow-moving 
Ford  has  lined  up  fewer  than  100 
dealers  in  the  former  Communist 
bloc;  GM  has  three  times  as  many  in 
eastern  Germany  alone.  Ford  earned 
$145  million  in  Europe  last  year, 
down  from  $1.2  billion  in  1989.  But 
the  Ford  franchise  is  strong,  and  com- 
ing in  behind  gm  will  probably  goad 
Ford.  -Jerry  Flint 

Good-bye,  fellas 

Justice  has  begun  chipping  away  at 
Mafia-connected  hustlers  of  penny 
stocks  (Forbes,  Dec.  25,  1989).  Last 
month,  in  New  Jersey  federal  court, 
Dominick  Fiorese  pleaded  guilty  to  a 


criminal  count  of  conspiracy  to  com- 
mit fraud  while  at  F.D.  Roberts,  a 
Paramus,  N.J.  bucket  shop.  Testimo- 
ny revealed  that  Fiorese,  who  has 
been  tied  to  New  York's  Gambino 
and  Colombo  crime  families,  manipu- 
lated Hughes  Capital,  a  publicly  trad- 
ed shell  with  few  assets,  to  satisfy  a 
debt  to  the  mob.  He  faces  five  years  in 
jail  and  $250,000  in  fines. 

The  bigger  catch  was  Barry  Davis, 
a.k.a.  Barry  Sutz,  who  last  month 
pleaded  guilty  to  five  criminal  counts 
of  conspiracy  to  commit  mail,  wire 
and  securities  fraud.  In  1988  Davis 
and  Eric  Wynn,  a  Bonanno  crime 
family  associate,  founded  Traders  & 
Investors  Alert,  a  900-number  tele- 
phone service  that  touted  stocks.  Da- 
vis now  admits  that  the  service  manip- 
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Barry  Davis,  a.k.a. 
Barry  Sutz 
Peddled  the 
mob's  favorite 
stocks. 


ulated  stocks  that  investigators  say 
were  mob  favorites.  Davis  faces  up  to 
25  years  in  jail  and  more  than  $1 
million  in  fines.  Wynn  is  serving  a 
3y2-year  sentence.     -Claire  Poole 

I'm  not  all  right,  Jack 

Sears,  Roebuck  &  Co.  has  commis- 
sioned Goldman,  Sachs  to  prepare 
options  for  spinning  off  some  or  all  of 
Sears'  four  financial  businesses,  peo- 
ple close  to  the  retailer  say.  One  op- 
tion under  discussion  is  issuing  to 
Sears  shareholders  stock  in  the  finan- 
cial units:  Dean  Witter,  Allstate  In- 
surance Group,  Scars  credit  (a  combi- 
nation of  the  company's  store  credit 
card,  the  Discover  card  and  maybe 
consumer  lending  businesses),  and 
the  realty  company,  Coldwcll  Banker. 
Another  option  is  to  sell  a  share  in  the 
financial  services  outfits  to  the  public. 
Despite  repeated  assurances  by  top 
Sears  executives,  the  company  has 
made  scant  progress  in  turning 
around  its  ailing  retail  division 
(Forbes,  May  28,  1990).  Investors 
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Great  leaps  in  technology. 
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Two  versions  of  the  heat 
exchanger:  the  jack 
rabbit  and  corrosion 
resistant,  shell  and  tube 
heat  exchangers. 


The  jack  rabbit's  survival  depends 
on  its  ability  to  compensate  for 
overheating.  When  the  heat  in  the 
desert  gets  too  intense  for  the  jack 
rabbit,  this  animal  keeps  its  body 
temperature  from  rising  with  the 
atmospheric  temperature  by  using 
a  natural  heat  exchanging  process. 
The  fine  network  of  capil- 
laries running  through  the  jack 
rabbit's  long  ears  plays  a  vital  role 
in  dispersing  excess  heat. 

What  the  jack  rabbit  does, 

thanks  to  its  long  ears,  Schott 
does  with  shell  and  tube  heat  ex- 
changers made  of  "Duran"  borosi- 
licate  glass  -  but  with  one  essen- 
tial difference. 


Schott's  "Duran"  shell  and 

tube  heat  exchangers  are  used  in 
chemical  plants  to  cool  -  and  heat 
-  liquids  and  gasses.  What's  more, 
"Duran"  special  glass  offers  a 
distinct  advantage  over  other 
materials:  it  can  resist  even  highly 
corrosive  substances  and  with- 
stand thermal  shock  while  main- 
taining product  purity. 

"Duran"    shell    and    tube 

heat  exchangers,  available  from 
Schott  Process  Systems  Inc.,  are 
just  one  example  of  how  Schott's 
innovative  development  responds 
to  specific  needs.  In  today's  world, 
special  glass  helps  keep  technol- 
ogy advancing. 


Schott   worldwide:    50,000 

products,  50  production  facilities, 
represented  in  more  than  100  coun- 
tries, with  over  $1  billion  in  sales. 

Schott  in  North  America: 

11  companies  employing  more  than 
1,800  people. 

Would    you    like    to    know 

more  about  our  special  glass? 
Write  to:  Schott  Corporation, 
Department  F  41,  3  Odell  Plaza. 
Yonkers,  NY  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 
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THOUGHT  PROCESSORS. 


You  think  — therefore  you  need  a  Pearlcorder"  Microcassette  "  recorder  from 
Olympus.  For  sudden  inspirations.  For  vital  notes.  For  interviews  or  reminders. 
A  Pearlcorder  captures  your  thoughts  efficiently,  elegantly. 

Various  models  offer  various  features;  Euro-design:  voice-actuation;  unique 
LCD  with  Auto  Time/Date/Function  display;  multi-speed  operation;  cue  marking. 
All  are  startlingly  compact  and  lightweight. 

In  designing  our  line  of  Pearlcorder  equipment,  Olympus  has  thought  of 
everything.  Starting  with  the  invention  of  the  Microcassette. 

For  information  on  Olympus  Pearlcorder  Microcas.sette  recorders 
and  a  free  Taping  Tips  brochure,  call  toll-free  1-800-221-3000,  Ext. 73. 
Olympus  Corporation,  Woodbury,  NY  11797-9970 

OLYMPUS 

Pearlcorder  microcassette  recorders  and  transcribers 


The  people^ 

^^rc  deliver, 

deliver. 
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Performance,  ryot'  promises,  from  the  largest 
recruiting  firm  in  the  world.  Our  contingency  fee 
structure  assures  your  satisfaction.  Look  in  the 
white  pages  for  the  office  nearest  you.  t 


MANAGEMENT 
RECRUITERS 
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seem  to  have  stopped  believing  these 
assurances:  Despite  this  years  bulj 
market.  Sears  stock  remains  well  be| 
low  its  1990  high.  By  establishing  a 
market  price  for  the  presumably  valu- 
able financial  services  units.  Sears  exec 
utivcs  may  hope  to  reward  long-suffer 
ing  shareholders.  Sears  wouldn't  com- 
ment and  Goldman's  Chicago  office 
didn't  respond  to  inquiries. 

Retreat  | 

CoNTR.\RY  TO  FoRBES'  prediction! 
that  Mead  Corp.'s  color  photocopy- 
ing process  could  someday  add  $  1 70 
million  to  earnings  (Oct.  17,  1988), 
the  big  papermaker  closed  the  lid  on 
its  Cycolor  division  in  December. 
Mead  lost  nearly  $200  million  in  its 
effort  to  supply  Cycolor  copier  paper 
Manufacturers  of  the  copier  ma- 
chines, including  Japan's  Brother  In- 
dustries and  Canon  Corp.,  and  little 
Colorocs  Corp.  of  Atlanta,  still  ha\c 
high  hopes  for  the  business.  But 
Mead  has  other  problems:  Its  pulp 
business  has  been  slow,  and  expenses 
on  new  paperboard  capacity  ha\c 
been  heavy.  Mead  Chairman  Burncll 
Roberts  savs  the  market  for  color 


copiers  is  growing  too  slowly  to  war- 
rant staving  the  course.  Under'1%  of 
the  1.2  million  copiers  sold  in  the 
U.S.  last  year  were  color.  And  in  these 
recessionary  times,  customers  arc  de- 
laying purchases  of  color  copiers, 
some  of  which  run  up  to  triple  the 
price  of  black-and-white  machines. 
Cycolor  copiers  cost  less  than  rival 
machines,  but  the  expensive  paper  for 
them  pushed  the  per-copy  cost  out  of 
reach  for  high-volume  users.  "You're 
not  going  to  win  on  everything," 
sighs  Roberts.    -Linda  Killian  ^ 
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¥)U  can't  retire  on  this... 


...so  start  planning  today! 


Someday  this  brown  envelope  will  look  very,  very 
familiar.  Once  a  month  you  will  carefully  open  it . . . 
knowing  that  the  check  inside  isn't  nearly  enough  for 
a  comfortable  retirement. 

That's  not  surprising.  Social  Security  was  never  designed 
to  provide  all  your  retirement  income. 

In  fact,  you  can  count  on  Social  Security  to  provide  no 
more  than  33%  of  your  retirement  income  needs.  Your 
company  pension  plan  may  provide  an  additional  20%. 
The  rest  is  up  to  you. 

Whether  you're  23  or  63,  now  is  the  time  to  start  planning 
for  your  retirement ...  by  ordering  Franklin's  Retirement 
Income  Planning  Guide. 

You'll  learn  how  to  determine  how  much  retirement 
income  you  need,  how  to  pick  the  right  retirement  plan 
for  your  needs,  and  how  to  choose  an  investment  for 
your  plan.t 


+An  investment  in  a  Franklin  fund  does  not  guarantee  that 
your  retirement  expenses  will  be  met. 


Order  your  free  Franklin  Retirement  Income 
Planning  Guide  today! 

1-800-342-FUND  Ext.978 


F0B91 
978 


Address  . 


Franklin  Distributors,  Inc. 
777  Mariners  Island  Blvd. 
San  Mateo,  CA  94404-1585 

YES!  I  would  like  a  free  copy  of  Franklin's  Retirement 
Income  Planning  Guide.  I  would  also  like  a  prospectus 
containing  more  complete  information,  including  charges 
and  expenses  on  the  fund(s)  checked  below.  I  will  read 
the  prospectus(es)  carefully  before  I  invest  or  send  money. 

□  Franklin  Equity  Fund 

□  Franklin  Income  Fund 

□  Franklin  Adjustable  U.S.  Government 
Securities  Fund 

D  Franklin  Money  Fund 

□  I  am  currently  a  Franklin  shareholder. 


Name . 


City /State/ Zip. 


F  R  A  Nl  K  1 1  N) 

Member  $43  Billion  Franklin  Group  of  Funds 


immmi 


EDITED  BY  ERIC  SCHMUCKLER 


Thanks,  but  no  thanks 

Turmoil  over  trimmed  bonus  pay- 
ments has  dragged  Smith  Barney,  the 
venerable  investment  firm  owned  by 
Sandy  Weill's  Primerica,  down  into 
Wall  Street's  upheavals.  It  explains 
two  top-level  resignations  from 
Smith  Barney's  profitable  bond  trad- 
ing operation:  Larrv  Fell,  co-head  of 
fixed-income  trading,  and 
f^}  Joel  Kazis,  head  of  govern- 

ment bond  trading.  Their 
departments'  1990  bonuses 


were  cut  from  1989  levels.  Worse, 
some  traders  received  30%  cash  and 
70%  paper,  mostly  Smith  Barney 
stock  that  could  not  be  sold  for  two 
years  and  must  be  surrendered  if  the 
holder  leaves  the  firm.  By  contrast, 
the  1989  bonuses  were  paid  90%  in 
cash  and  10%  in  stock. 

What  really  ticked  off  Fell  and  Ka- 
zis was  that  the  bond  trading  depart- 
ment made  even  more  money  for 
Smidi  Barney  in  1990  than  in  1989. 
When  the  duo  pointed  this  out,  they 
were  told  to  take  their  bonuses,  or 
leave  them.  So  they  left  them. 
-Gretchen  Morgenson 


Good  seats 

Ford's  new  luxury  Crown  Victoria 
is  two  tons  of  old  Americana.  It's  big, 
has  an  engine  in  the  front,  is  rear- 
wheel-driven  and  gets  25mpg  on  the 
highway.  But  for  government  pur- 
poses Ford  got  the  Crown  Victoria 
classified  as  an  import — not  by  having 
it  assembled  in  Canada  (that  counts  as 
U.S. -made  by  treaty)  but  by  "chang- 
ing where  our  seats  came  from," 
beams  Tom  Wagner,  a  Ford  vice  pres- 
ident. Foreign-made  seats  and  jug- 
gling some  paperwork  enabled  Ford 
to  show  the  Crown  Vic  is  27%  for- 
eign made,  and  oflTicially  an  import. 
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Ford's  New  Crown  Vic 
Is  this  a  foreign  car? 


Why  bother?  Because  placing  the 
Crown  Vic  into  the  import  category' 
prevents  the  car's  fuel  average  from 
bumping  up  the  mileage  average  of 
the  rest  of  Ford's  line  aboxe  a  set  limit, 
risking  huge  fines.  "If  we  had  to  in- 
clude Crown  Vic  and  Grand  Marquis 
[a  full-size  car  from  Mercur\']  in  our 
domestic  numbers,"  savs  Wagner, 
"we  wouldn't  build  them.  It's  that 
simple."  -Jerry  Flint 

LBJ,meetRTC 

The  heirsof  Lyndon  Johnson  took  a 
big  hit  in  late  Januarv  when  regulators 
shut  down  their  Austin,  Tex. -based 
Bank  of  the  Hills.  The  $265  million 
(assets)  bank  flopped  because  of  bad 
commercial  real  estate  loans.  The 
Johnsons  bought  the  bank  in  1977, 
four  years  after  LBJ's  death.  Its  stock 


LBJ  and  Lady  Bird 
The  banlt's 
bust. 


was  90%  held  by  daughter  Lucy  and 
the  grandkids;  Johnson's  widow, 
Lady  Bird,  held  no  stock. 

The  family  poured  another  $14 
million  over  the  past  few  years  into  ^ 
ftjtile  effort  to  save  the  bank.  More 
recently  the  Johnsons  have  also  been 
trying  to  flog  their  Texas  cable  sys- 
tems and  radio  station  KLBJ  in  Austin. 


Show  business 

In  1987  Texas  real  estate  scion  Rob- 
ert Crow,  eldest  son  of  Dallas  mega- 
dcvelopcr  Trammcll  Crow,  put  up  $5 
million  to  make  a  teen-gang  action 
film  called  Judgment.  Crow's  then- 
wife,  Emilia,  played  the  lead  role  of  a 
judge  who  gets  too  involved  with 
juvenile  offenders.  The  couple  held 
equal  shares  in  the  film  but  have  been 
enmeshed  for  two  years  in  a  bitter 
divorce.  Bob  has  blocked  its  release, 
claiming  (now)  to  be  horrified  to  see 
his  former  soul  mate  playing  a  nude 
love  scene  on  the  big  screen. 

Now  a  Los  Angeles  judge  has 
cleared  the  film  for  release  abroad;  no 
deal  has  vet  been  struck  for  U.S. 
distribution.  But  Paul  Woolley  of 
Promark  Entertainment,  which  is  sell- 
ing the  film  internationally,  says  the 
divorce  fight  has  only  helped  build 
interest:  "My  buyers  love  this  stuff" — 
it's  so  Hollywood!" 

Quick  thinking 

Securities  industry  regulators  in 
late  Fcbruar}'  scuttled  the  o-t-c  listing 
for  Houston's  Premium  Resource 
Corp.  after  only  four  hours  in  the 
market  (last  quote:  7  bid,  8^2  asked). 
Premium  Resource's  problem  was 
telling  the  sec  in  a  filing  that  its  new 
chairman  and  chief  executive  was  Jeff" 
H.  Reynolds.  He's  the  26-year-old 
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Texas  flimflam  artist  who  seems  to 
specialize  in  dubious  mineral  deals 
(FoKEES,  Apr.  16,  1990). 

Premium's  supposed  book  value  of 
$365  million  came  from  a  reverse 
merger  in  December  with  Reynolds' 
California  Pacific  Minerals  Corp. 
Ltd.,  chartered,  the  filing  states,  in  the 
Dominion  of  Melchizedek,  a  nonexis- 
tent countr}'  (Forbes, /««.  7).  Who 
certified  the  financials?  International 
Auditors  Ltd.,  the  equally  phony 
Washington,  D.C.  firm  set  up  by 
Melchizedek  creator  Branch  Vine- 
dresser. At  least  regulators  shut  the 
barn  door  while  the  horse  was  still 
inside.  -William  P.  Barrett 

An  industry  even  more 
glutted  than  real  estate 

No  FEWER  THAN  four  authors  at  three 
difi^erent  publishing  houses  are  scrib- 
bling away  at  books  on  Donald 
Trump.  Harr\'  Hurt  IH,  who  chroni- 
cled the  vicissitudes  of  the  Hunt  fam- 
ily, is  doing  a  book  for  W.W.  Norton. 
Wayne  Barrett,  an  investigative  re- 
porter for  the  Villofje  Voice,  is  writing 
another  for  Rupert  Murdoch's  Harp- 
erCollins. Gwenda  Blair,  author  of  a 
bestselling  Jessica  Savitch  biography, 
has  signed  on  with  Simon  &  Schuster, 
as  has  former  Trump  executive  John 
R.  O'Donnell,  whose  Trumped  w'lW  be 
out  this  summer.  Meanwhile, 
Trump's  own  Sunninmj  at  the  Top  was 
one  of  I990's  biggest  publishing  di- 
sasters. Apparently  publishing  execu- 
tives have  yet  to  realize  the  public's 
appetite  for  Trump  has  been  more 
than  sated.  -Lisa  Gubernick 
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IN  TODAY'S  MARKET... 


Considering  the 
Health  Care  Sector? 

Select  Health  Care  •  Select  Biotechnology 

Fidelity  gives  you  access  to  growth  opportunities  in  two  dynamic  health- 
related  industries: 

Fidelity  Select  Health  Care  Portfolio  targets  drug  companies,  health  care 
delivery  facilities  and  other  companies  offering  health  care  services  and  research. 

Fidelity  Select  Biotechnology  Portfolio  focuses  on  companies  participat- 
ing in  some  of  today's  most  exciting  medical  and  teclinological  developments.  As 
with  any  stock  fund,  share  prices  may  be  volatile. 

Start  investing  with  only  $1,000;  $500  for  your  IRA  or  Keogh. 


y^ 


Call  24  hours  1-800-544-8888 


IR4 


Fidelity  Select  Portfolios. "  For  more  ampWw  inlornunion.  nRlmlmj; 
niaiiagc'iiienl  fees,  expeiisi's  and  ihe  fund's  ,V'"  sales  cliarjie.  call  iir  w  rite  for  a  fi'ee  pro- 
spectus. Please  read  it  carefully  before  investing  or  sending  nionev  l'idelit\  l)istrilnilor> 
Corporation  (deneral  Distribution  \genl).  I'O,  Bo\  WiOdOV  Dallas,  l\  "S2Wi-(K)(),^, 
Service  for  the  hearinj-  impaired.  TDI)/1-K()(»-S44-01 18. 


Fidelity 


Investments  ® 
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FORBES  RECORDED 
FOR  THE  BLIND 

Forbes  is  now  available  on 
4-track  15/16  i.p.s.  cassettes 
for  playing  on  machines 
supplied  by  any  regional  Li- 
brary for  the  Blind.  (The 
cassettes  will  not  run  on  a 
standard  player.)  Each  is- 
sue is  recorded  in  full  and 
cassettes  are  marked  in 
braille  and  printed  with  the 
date  of  the  issue.  To  order  a 
one-year  subscription,  send 
$35  to  Recorded  Periodi- 
cals, Associated  Services  for 
the  Blind,  919  Walnut 
Street,  Philadelphia,  PA 
19107  or  charge  to  VISA  or 
MasterCard  by  calling  (215) 
627-0600,  Ext.  208. 
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1  Year  (27  issues)  ■  $52 
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In  Canada,  $79  Can.  a  year.  Subscriptions 
overseas,  add  $57  to  U.S.  annual  rate. 
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A  Unique  Approach.  Finding  the  right  solution  often  requires  approaches  your  needs  from  a  unique 

seeing  the  familiar  in  an  unexpected  way.  vantage  point.  And  when  your  market 

As  the  leading  global  bank  with  origins  is  the  globe,  a  new  point  of  view  can 

in  the  Western  U.S.,  Bank  of  America  make  all  the  difference  in  the  world. 
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The  Golden  Gate  Bridge, 

photographed  by  Michael  Kenna.  BdHlC  Of  AlTIGriCd 
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Polystyrene  101 

Sir:  Rc  your  piece  on  McDonald's 
switch  from  polystATcnc  paclcaging. 
("McDonald's  caves  in,"  Feb.  4).  It's 
interesting  that  while  third-grade  stu- 
dents around  the  U.S.  are  not  being 
taught  reading,  writing  or  arithmetic, 
thev  are  being  taught  about  the  dan- 
gers of  polysrvTcne  as  envisioned  by 
ecological  pressure  groups,  and  that 
their  homework  assignments  call  for 
mailing  burger  clamshells  back  to 
McDonald's  with  angr\'  letters. 

School  reform,  anyone? 
-William  N.  Bonner  Jr. 
Houston,  Tex. 

Sir:  Yes,  food  contamination  is  a 
challenge  to  increased  rec\'cling  but 
something  we  arc  working  to  sohe. 
We  have  been  rec\'cling  paper  in  the 
U.S.  for  300  \'ears,  and  more  than 
80%  of  all  post-consumer  material 
recovered  for  recx'cling  in  our  country 
is  paper  and  paperboard. 
-Red  Cavaney 
President 

American  Paper  Institute 
New  York,  N.T. 

"Thanks" 

Sir:  I  saw  your  supportive  piece  on 
the  war  in  the  Gu\i' (CommeTitan,  Feb. 
4)  and  just  wanted  to  say  thanks.  I 
know  you  share  mv  pride  in  the  tre- 
mendous job  our  men  and  women  in 
uniform  are  doing. 
-George  Bush 
Washin^fton,  D.C. 

Asbestos  monster 

Sir:  Re  your  Feb.  18  article  on  asbes- 
tos ("Who  will  the  monster  devour 
next?").  Are  you  implying  that  I  can 
place  myself  in  a  building,  anv  build- 
ing constructed  with  asbestos  and 
hire  one  of  those  hotshot  legal  bovs  to 
sue  the  owner  for  not  posting  warn- 
ing notification  that  I  am  exposing 
myself  to  a  toxic  substance?  WOW,  a 
new  growth  industry. 
-Lance  W.  McGough 
Norcross,  Ga. 

Sir:  My  father  died  nine  months  after 
diagnosis  of  mesothelioma  induced 
by  asbestos  he  inhaled  working  in  a 
shipyard.  I  assure  you  the  victims 
would  rather  be  healthy  (or  alive) 


than  sue  and  cause  bankruptcies.  The 
real  bankruptcx'  asbestos  causes  is  not 
on  the  corporate  level. 
-Thomas  M.  Monahan 
Haddon  Heights,  N.J. 

Sir:  Lutkilv,  Phoenix  had  the  good 
sense  to  listen  to  the  experts  and  is 
now  in  the  process  of  lifting  the  mora- 
torium it  had  placed  on  asbestos  con- 
crete pipe.  However,  I  expect  more  of 
the  same  rvpe  of  panic/response  in  the 
ftiture. 

-Ken  Ql'artermain 
Deputy  Director 
Home  Builders  Association 

of  Central  A  nzo7ia 
Phoenix,  Ariz. 

So  true 

Sir:  Re  Fact  and  Gomment  (Feb.  4). 
You  implv  the  Milli  Vanilli  genera- 
tion is  more  apt  to  lie  because  not 
enough  of  us  as  children  were  told 
abtnit  George  Washington  and  the 
cherrv'  tree.  You  mav  be  right;  mv 
earliest  impression  of  presidential 
honestv'  came  from  Watergate. 
-Daniel  White 
Portland,  Me. 


Capitalist  pigskin 

Sir:  Re  "An  ode  to  football"  (Feb.  4). 
College  football  is  not  so  innocent 
and  not  so  far  removed  from  capital- 
ism as  Michael  Novak  suggests.  He 


should  not  forget  that  Federal  Ex- 
press sponsored  the  last  few  Orange 
Bowl  classics. 
-Paul  C.  Miller 
Kansas  City,  Mo. 

Pass  the  bicarbonate 

Sir:  If  onlv  vou  knew  how  badlv  vou 
aggravate  the  ulcers  of  mutual  fund 
portfolio  managers  when  vou  print 
their  I990's  work  as  -14.7%  ("Tar- 
nished glorv,"  Feb.  4)  instead  of  the 
correct  -A.3%1  You  also  reduced  my 
down  market  grade  from  B  to  C,  vet 
the  ftind  onlv  declined  5.74%  from 
5/31/90  to  12/31/90  compared  with 
vour  benchmark  -9%. 
-Thomas  R.  Jackson 
Aianajjinjj  Director  • 

Prudential-Bachc  Equity  Fund 
Prudential  Equity  Alafia^ement 

Associates 
Newark,  N.J. 

Fried  drugs 

Sir:  Re  the  advertising  industrv's 
campaign  against  drugs  ("Don't  tW 
vour  brain," Feb.  4).\  ha\'e good  news 
for  the  ad  copvwriters  but  perhaps 
bad  news  for  the  poultrv  industrv'; 
after  being  bombarded  with  the  "fried 
egg"  ad,  a  good  friend's  5-vear-old 
son  will  no  longer  eat  eggs  because  he 
believes  that  eggs  are  drugs. 
-PArRK:K  Stoner 
Tulsa,  Okla. 


Notre  Dame  meets  Colorado  at  the  Orange  Bowl 
Compliments  of  Federal  Express. 
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After  being  a  professor,  author 

and  championship  athlete, 

he  was  finally  in  a  position  to 

change  the  world. 


Some  people  have  a  talent  for 
helping  those  whose  lives 
they  touch.  But  few  have  a  wealth  of 
talents  that  can  help  the  entire  world. 


facific  ConlereiiB 


Ralph  Bunche  wanted  to  teach. 
So  he  became  a  professor  at 
Harvard,  and  later,  the  chairman  of 
the  political  science  department  at 
Howard  University. 

He  wrote  two  books  that  look 
at  race  relations  in  the  U.S.  and 
the  world. 

As  a  noted  statesman  and 
negotiator,  Bunche  led  the  United 
Nations'  commission  that  eased  the 
Arab-Israeli  conflict  in  1949. 

He  was  awarded  the  Nobel 
Peace  Prize,  the  Presidential 
Medal  of  Freedom  and 
more  than  fifty  honorary 
degrees  from  colleges  and 
universities  around 
the  world. 


And,  he  was  even 
a  starting  guard 
on  three  consecutive  Pacific 
Conference  championship  basketball 
teams  while  at  UCLA. 

If  you  understand  how  Bunche 
combined  his  unique 
abilities  to  meet  and  excel 
at  many  challenges,  you'll 
understand  the 
commitment  of  BellSouth. 

Individually,  the 
companies  of  BellSouth 
are  considered  among  the 
best  in  their  field.  Brought  together, 
they  can  provide  technologically 
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advanced  solutions 

to  a  surprising  variety 

of  communications  problems. 


HOW  THE  COMPANIES  OF  BELLSOUTH  INTEGRATED 
MANY  TALENTS  TO  HELP  STATE  GOVERNMENTS. 

Designed  an  integrated  telecommunications  and 
information  systems  solution  utHizing  computers,  gatewa)\ 
telephone  systems  and  mice  mail  to  support  a  state  lottery. 

Linked  together  key  locations  across  the  state  with  a 
digital  data  networkjbr  transmitting  important 
documents  with  customer  control  of  network  configuration. 

Modernized  the  state  capitol  communications  system 
by  installing  a  state-of-the-art  digital  switching  system. 


of  BellSouth  may  be 
just  the  partner 


For  the  past  three  years  in  an 
annual  survey  by  Fortune  magazine, 
senior  industry  executives  have 
named  BellSouth  the  most  admire(;l 
telecommunications  company  in 
the  United  States. 

Which  means  if  you're  looking 
at  your  own  communications 
needs,  the  companies      fi^\  * 

you're  looking  for.        ^^ 
After  all,  when  you     '^^ 


can  surround  a  problem 

with  remarkable  talent, 
there's  no  telling  what 
kind  of  solution 
you'll  negotiate. 


Telfconnnunications       Injormation  Services       Mobile  Communications       Advertising  Services 


BELLSOUTH' 


Everything  you  expectjrom  a  leader^" 


F  "With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes  Jr.,  Editor-in-Chief 


IT  MAY  NOT  BE  IN  ANY  U.N.  RESOLUTION 
but  the  only  successful  resolution  of  the  Gulf  war  is  the  removal  of  Saddam  Hussein.  President 
Bush  rightly  understands  that  leaving  this  evil  man  in  power  will  render  worthless  our  war  effort. 

WHY  AREN'T  THEY  HOME? 

With  Syria's  Assad  momentarily  a  friend  (since  we  are  both  enemies  of  Saddam),  Iran  at  least  neutral 
toward  us,  and  with  Lebanon  now  in  a  peaceful  period,  why  haven't  our  hostages  been  released? 

MISPLACED  MODEL 


The  Marshall  Plan  provides  a  poor  paradigm  of 
how  we  should  reconstruct  Iraq  when  the  fighting 
stops.  The  Administration  has  been  toying  with  the 
idea  of  establishing  a  regional  reconstruction  bank  and 
the  U.S.'  providing  aid  to  revive  the  area. 

Most  policymakers  misunderstand  why 
the  Marshall  Plan  was  such  a  success  in 
postwar  Europe  and  why  foreign  aid  has  been 
such  a  disaster  in  most  countries  since  then. 

The  U.S.  made  sure  to  pump  in  capital  in 
a  way  that  went  to  revive  economies  rather 
than  to  build  government  bureaucracies. 
Moreover,  Europe  had  the  institutions  and 
the  intellectual  resources  to  make  good  use 
of  this  money.  Europe  needed  something  to 
jump-start  national  economies,  and  the  Mar- 
shall Plan  provided  it. 

The  Middle  East  is  a  different  situation. 
Money  is  not  short  there.  Saudi  Arabia  and,  eventually, 
Kuwait  and  Iraq  will  have  surplus  capital  to  invest.  The 
problem:  The  Mideast  legal  and  economic  environment  is 
hostile  to  the  (relative)  free-market  philosophy  that  existed 
in  Europe.  Countries  in  Europe  that  most  quickly  reduced 
their  tax  burdens  and  stabilized  their  money  experienced 


Marshall's  plan:  not  for 

all  seasons. 


the  most  rapid  growth.  Germany  received  less  aid  than 
Britain  or  France,  but  Germany  grew  more  rapidly — 
thanks  to  Ludwig  Erhard's  free-enterprise  reforms. 

We  should  push  policies  that  emphasize  low  taxes, 
stable  money,  the  right  to  buy  and  sell  and  hold  private 
^  property,  and  that  minimize  bureaucratic 
I  obstacles  to  the  setting  up  of  new  enter- 
^  prises.  A  start  would  be  to  send  the  IMF 
*  experts  packing  from  Egypt  and  elsewhere. 
The  IMF  emphasizes  austerity,  higher  taxes 
and  chronic  devaluations  of  the  local  curren- 
cy, which,  in  turn,  fire  up  inflation,  thereby 
warping  economic  incentives. 

Experts  such  as  economist  Lord  Bauer 
have  long  chronicled  how  central  govern- 
ments can  hobble  economic  growth.  In  West 
Africa,  for  instance,  there  was  a  major  agri- 
cultural boom  in  commodities  such  as  cot- 
ton, cocoa  and  kola  between  the  turn  of  the  century  and 
the  Second  World  War.  Then  these  entrepreneurial  farm- 
ers came  into  the  clutches  of  so-called  marketing  boards 
that  fixed  prices  for  what  they  grew.  Result:  stagnation. 

Times  and  circumstances  change,  but  the  principles  of 
economic  progress  do  not. 


HOW  TO  GET  RICH  QUICK 

Short  THE  German  mark.  able.  The  cost  of  money  and  the  prospect  of  higher  taxes 

Before  year's  end  it  will  be  down  at  least  10%  against  the      wiU  tumble  the  Federal  Republic's  now  mighty  economy, 
dollar.  Germany's  ultrahigh  interest  rates  are  unsustain-         Bet  on  the  dollar,  not  on  the  D-mark. 

TWO  HEROES 


of  the  Gulf  war  most  people  are  unaware  of  are  retired 
Senator  Barry  Goldwater  and  the  late  Representative 
Bill  Nichols. 

The  extraordinarily  efficient,  smooth  way  our  military 
has  flinctioned  in  the  Gulf  is  a  tribute  to  an  obscure  bill 
passed  back  in  1986,  the  Goldwater-Nichols  Reorganiza- 
tion Act,  which  shifted  power  from  individual  military 


services  to  officials  responsible  for  coordinating  them. 

From  the  end  of  the  Second  World  War  to  the  Gold- 
water-Nichols  reform,  each  service  carried  out  its  opera- 
tions with  little  heed  to  what  its  counterparts  were  do- 
ing. In  Vietnam  prosecution  of  the  war  was  plagued  by 
interservice  rivalries.  Air  Force  officers  felt  no  need  to 
inform    their    opposite    numbers    in    the    Army    of 
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bombing  operations  in  areas  where  the  Army  was  fight- 
ing. The  Grenada  invasion  was  a  near-disaster  because 
of  the  lack  of  cooperation. 

The  Reorganization  Act  gave 
the  Chairman  of  the  Joint  Chiefs 
of  Staff  real  power  over  the  ser- 
vices so  that  his  advice  to  the 
President  would  not  be  a  muddy 
compromise.  Previouslv,  no  one 
had  been  taking  an  objective 
overx'iew.  In  addition,  local  com- 
manders were  given  the  power  to 
coordinate  the  services  stationed 
in  their  areas. 

The  interservice  cooperation  in  the  Gulf  is  a  day-and- 
night  difference  from  that  of  Vietnam.  Thus  you  have  an 


Goldwater,  Nichols:  Gulf  victory  forefathers 


Army  general  who  is  making  extensive  use  of  air  power, 

who  did  not  feel  the  need  to  push  prematurely  into  a 
ground  war.  The  Air  Force  and 
the  air  arms  of  the  Navy  and  Ma- 
rines work  easily  and  efficiently 
together  and  use  each  other's  fa- 
cilities. The  integration  is  not  per- 
fect— the  Air  Force,  for  instance, 
can't  yet  respond  as  flexibly,  as 
quickly  as  it  should  to  Army  re- 
quests for  target  bombing — but 
it's  moving  in  the  right  direction. 
The  extraordinary  achieve- 
ments of  Secretary  Cheney  and 

Generals  Powell  and  Schwarzkopf  would  not  have  been 

possible  without  Goldwater-Nichols. 


THE  CONSENSUS  ON  THE  CENSUS 

is  that  it  was  a  bomb.  Even  Census  Bureau-crats  admit      legislative  or  congressional  districts. 

the  count  was  not  perfect.  But,  to  paraphrase  Winston         What  has  increased  is  not  the  incompetence  of  the 

Churchill  on  democracy,  the  census  is  the  worst  way  to     counters   but   rather  appreciation   of  the  difficulty  of 


Officials  Assail  Early  Census  Results, 
Call  Effort  a  $2.6  Billion  Colossal 


count  people  except  for  ev- 
ery other  one. 

Polling  and  demographic 
surveys  would  be  even  more 
unreliable.  Honest  experts 
acknowledge  that  there  is  a 

real  margin  for  error  here.  Change  the  count  for  our 
cities?  That  begs  the  question  of  who  would  determine 
the  formula  and  how.  Politics  would  be  rife.  Those 
with  political  clout  would  treat  the  census  with  the 
integrity,  the  delicacy  of  politicos  redrawing  lines  of 

WAR'S  FALLOUT  EXTENSIVE,  FAR- 

This  biography  (Crown  Publishers,  $19.95)  of  four 
major  World  War  I  figures  is  fascinating,  poignant  read- 
ing. All  of  these  men  came  out  of  that  cataclysmic  conflict 
with  great  reputations,  but  their  ver)'  successes  were  their 
undoings.  The  book  is  a  needed  reminder  of  the  unexpect- 
ed twists  that  war  so  often  brings  in  its  wake. 

Douglas  Haig  commanded  the  largest  army  Britain  ever 
fielded.  Soon  after  the  war,  the  victorious  Field 
Marshal's  reputation  plummeted;  he  came  to 
epitomize  that  conflict's  senseless  butchery  and 
stupid  generalship.  Henri  Pctain  saved  the 
French  army  in  the  First  World  War  and  be- 
came Hitler's  collaborator  in  the  Second.  Wal- 
ter Rathenau's  scientific  and  industrial  genius 
first  prevented  Germany's  early  defeat  and  then 
orchestrated  Germany's  incredible  output  of 
armaments.  In  one  of  historv's  great,  tragic 
ironies,  Rathenau's  awesome  achievements  set 
ill  motion  forces  that  led  to  his  assassination, 
the  destruction  of  his  beloved  German  culture  and  finally 
the  mass  murder  of  his  fellow  Jews. 

Captain  Anthony  Eden's  brilliance,  bravery  and  good 
looks  quickly  made  him  the  symbol  of  the  "lost  genera- 
tion." He  made  a  rapid  rise  in  politics,  eventually  becom- 
ing Churchill's  heir  apparent.  But  when  he  finally  succeed- 
ed Churchill,  he  quickly  fell  from  power  because  of  the 
Suez  debacle.  If  Eden  had  not  lost  his  nerve  during  the 


Flop] 


-Wall  Street  Jourjmal 


trying  to  count  everybody. 

The   errors    this    time   were 

probably  fewer  than  those  of 

the  past.  But  the  stakes  are 

higher:  dispensation  of  tens 

of  billions  of  federal  dollars, 

major  marketing  decisions  based  on  these  data,  and 

determination  of  legislative  districts  that  will  affect  the 

political  balance  of  power  in  this  country. 

Is  there  a  more  reliable,  sensible  system  for  censusing 
us  that  is  not  prey  to  political  manhandling?  Sadly,  no. 

REACHING-AND  UNPREDICTABLE 

Suez  crisis,  we  would  not  be  fighting  Iraq  today. 
Excerpt:  OnNovemberlS,  [1916]  after  141  days,  with  winter 
coming  on.  General  Haiff  called  off  the  Battle  of  the  Somme. 
Britain's  casualties  were  [near]  half  a  million  men — no  two 
authorities  agree  on  the  exact  figure.  For  that  cost  the  troops 
had  gone  forward  six  miles.  Haig  planned  nen^  battles. 
Excerpt:  No  officer  on  either  side  was  so  niggardly  in  the 
expenditure  of  lives.  [Henri  Petain]  did  not  order 
pointless  minor  attacks  and  petty  trench  raid  patrols 
to  keep  the  men  infighting  spirit,  but  if  he  felt  it 
necessary  he  could  mercilessly  enforce  discipline. 
When  an  epidemic  of  self-inflicted  wounds  broke 
out,  with  men  shooting  themselves  to  get  out  of  the 
lines.  General  Petain  had  offenders  tied  up  and 
flung  over  the  trench  parapets  to  spend  a  night  in 
no-man's-land.  The  self-mutilations  ceased. 
Excerpt:  Walter  Rathenau  wrote  regulations  for 
the  use  and  distribution  of  all  raw  materials, 
entirely  rationalized  German  industry,  seized  all 
supplies  of  metal,  cotton,  leather,  skins,  flax,  linen,  and 
chemicals,  [and]  began  to  manufacture  synthetic  substitutes. 
He  made  German  industry  cease  all  nonessential  production. 
Without  his  work  Germany  would  have  been  strangled  in 
months.  He  saved  his  country  for  four  years  of  war.  He  turned 
Germany  into  agreat  war  machine,  but  "Do you  know  what  we 
are  fighting  for?"  he  asked  a  member  of  the  German  Parlia- 
ment. "/  do  not.  I  should  be  glad  if  you  could  tell  me. "        ^ 
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We  have  the  edge  you  need  to 
meet  any  financial  challeni 


the  Principal  Edge^ 

Whatever  path  you  take  in  life,  you'll  face  financial 
challenges  and  opportunities  along  the  way. 

With  The  Principal  Financial  Groupf  you'll  have  all  the 
tools  you  need  to  handle  them.  Each  of  our  financial 
products  and  services,  whether  for  business  or  individuals, 
has  its  own  unique  advantage  built  in. 
There's  the  flexibility  of  our  Adjustable  Life  policy, 
and  the  versatility  of  our  employee  benefit  plans. 
From  pensions  to  home  mortgages  to  mutual 
funds,  The  Principal®  provides  just  the  right, 
finely-honed  financial  tool  to  fit  your  need. 
Today,  and  down  the  road. 
That's  The  Principal  Edge.  To  learn  more 

about  it,  call  toll  free: 
1-800-633-0323. 

The  Principal 

Financial  Group, 

Des  Moines,  lA 

50392-0150. 


^Z^^^ 


f\<^®'    gWe 


Products  and  services  offered  through  Principal  Mutual  Life  Ins.  Co.  (The  Principal)  and  its  subsidiaries.  Mutual  funds  distrib- 
uted through  Princor  Financial  Services  Corp.,  a  registered  broker  dealer  (prospectus  available  upon  request),  The  Principal 
Financial  Group,  Des  Moines.  lA  50392-0150.  ©1991  Principal  Mutual  Life  Ins,  Co. 
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Of  course,  this  isn't  to  say  there 
hasn't  been  much  talk  about 
Lexus  automobiles.  On  the 
contrary.  In  Car  and  Driver's  New  Car 
Buyer's  Study,* 
Lexus 


owners  helped  the  LS400  achieve 
the  highest  customer  satisfaction 
rating  the  magazine  has  ever  seen. 
An  accomplishment  rivaled  only  by 
our  showing  in  the  J.D.  Power  and 
Associates  Initial  Quality  Survey,** 
where  owners  ranked  Lexus  the 
most  trouble-free  nameplate  on  the 
road  today. 

To  find  out  more  about  both  the 
LS400  and  the  ES  250,  visit  your  local 
Lexus  dealer.  We're  sure  he'll  have  a 
few  encouraging  words  of  his  own. 


® 


The  Relentless  Pursuit  Of  Perfection. 


\ 


■1990  Lexus.  A  Division  Of  Toyota  Motor  Sales,  U.S.A..  Inc.  Lexus  reminds  you  to  uear.seat  belts  and  obey  all  speed  laus.  For  more  mformalmn.  call  8U0-872-5:i98  (80U-lJSA-LE\USl. 
*November  1989  luxury-car  registrations.  **].D.  Power  and  Associates  1990  Initial  Quality  Survey!"  Based  on  nuner-reported  problems  the  first  90  days  of  ownership. 


Other  Comments 


Sick  Saddam 

A  DETAILED  PSYCHOLOGICAL  Study  of 

Saddam  Hussein  prepared  by  Dr. 
Jerrold  Post,  a  professor  of  psychia- 
try and  politics  at  George  Washing- 
ton University,  depicts  the  Iraqi 
president  as  not  clinically  insane, 
but  suffering  from  "malignant  nar- 
cissism." Drawing  on  what  is 
known  about  those  with  [the  dis- 
order], Dr.  Otto  Kernberg,  Cor- 
nell University  psychoanalyst,  said, 
"They  only  respect  power  and 
strength,"  adding,  "They  see  friend- 
liness or  compromise  as  weakness. 
The  danger  is  that  they  may  not  be 
able  to  assess  that  a  danger  is  real, 
because  their  grandiosity  may  make 
them  feel  invulnerable." 
-BY  Daniel  Goleman, 
New  York  Times 

They  Can  Fight,  Too 

ToDArs  OFFICER  Can  expect  to  spend 
at  least  eighteen  months  of  his  first 
five  years  in  the  classroom.  A  study  by 
the  Center  for  Creative  Leadership  in 
North  Carolina  found  that  88%  of 
brigadier  generals  have  at  least  a  mas- 
ter's degree,  compared  with  19%  of 
top  corporate  executives.  If  our  mili- 
tary is  successfial  because  it  provides 
equal  opportunity  and  achieves  per- 
sonal loyalty  within  the  ranks,  why 
can't  our  major  companies?  If  mih- 
tary  officers  learn  how  to  compete 


by  reeducating  themselves,  why 
can't  our  CEOs?  Training,  good 
management,  discipline,  communi- 
ty: These  are  the  values  that  should 
take  root  across  the  nation. 
-David  Gergen, 
U.S.  News  &  World  Report 

Inventive  Americans 

I  met  recently  with  the  heads  of 
new  independent  teachers  unions 
from  five  Eastern  European  nations. 
The  teacher-unionists  want  Ameri- 
can-style universities.  They  say 
American  colleges  are  practical  and 
teach  people  to  think  for  them- 
selves, while  European  ones  train 
intellectuals  to  be  elitists.  Hungar- 
ian teacher  Zoltan  Pokorni  mused 
about  an  educational  paradox.  "Our 
Hungarian  kids  score  better  on 
math  tests  than  Americans,"  he  said. 
"So  does  everybody  else.  But  your 
people  make  everything  work  and 
make  all  the  inventions." 
-Ben  Wattenberg, 

Senior  Fellow, 

American  Enterprise  Institute, 

NEA  Viewpoint 

No  Thought,  No  Cents 

I  PERFORMED  Jane  Fonda  and  Tom 
Hayden's  wedding  ceremony.  This 
wedding  "lasted  longer"  than  I  would 
have  wished.  A  few  conservative  cler- 
gy in  my  diocese  (Episcopal)  began  to 


press  formal  charges  against  me  in  the 
church's  court;  canon  law  forbade 
remarriage  of  divorced  folks  who  had 
not  gone  through  a  whole  marriage- 
commission  process.  I  never  heard  a 
single  word  of  sympathy  or  solidarity 
during  this  period  from  Jane  and 
Tom,  nor  did  I  even  receive  the  cus- 
tomary honorarium  for  the  wedding. 
Oh,  well,  what  have  manners  to  do 
with  revolution? 

-The  Reverend  Richard  York, 
VANrrr  Fair 

The  man  [Gorbachev] 
who  launched  our  renew- 
al is  now  claiming  the 
role  of  its  gravedigger. 

-Dmitri  Volkogonov, 
former  Soviet  Army  ^general, 
an  early  champion  of  reform 


Piety  Pays  Off 

John  Lennon  may  have  declared  the 
Beatles  more  popular  than  Jesus,  but 
he  never  confiised  the  two.  But  in 
1991,  piety — excessive,  conspicuous 
piety — is  rock's  growth  industry. 
From  Don  Henley  to  Phil  Collins, 
from  Sting  to  just  about  any  rapper 
you'd  care  to  name,  pop  stars  are 
taking  the  weight  of  the  world  on  their 
own  padded  shoulders  and  shooting  it 
from  arty  angles  in  their  videos. 
-BY  John  Leland, 
Newsweek 

Missed  Opportunity 

In  1935  Anthony  Eden  again  met 
with  the  German  dictator  and  at 
luncheon  discussed  their  experiences 
in  the  war.  They  discovered  that  in 
July  of  1916  they  had  faced  one 
another  across  a  few  hundred  yards 
of  no-man's-land  along  the  Somme, 
Hitler  tracing  their  positions  on  a 
menu  card  which  the  visitor  carried 
away.  When  Churchill  found  out, 
he  inquired  why  in  God's  name 
Eden  hadn't  "shot  the  bastard" 
when  he'd  had  the  chance. 
—The  Ends  of  Greatness, 
BY  Gene  Smith  WM 
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Charles  is  The  Consummate 

ambassador.  he  can  usher 

YOU  From  Chaos  To  Comfort 

IN  MERE  MOMENTS. 


He  will  relieve  you  or  all  cares  as  well  as  your  luggage.  By  welcoming  you  to  a  serene  enclave  where  requests 
are  carried  out  witn  distinction  and  dispatch,  meals  may  be  enjoyed  in  your  room  at  any  hour,  and  you  are  courteously 
awakened  with  the  day's  rorecast,  thus  properly  prepared  ror  the  elements.  Invariably,  Charles  greets 
you  with  a  good  word  and  winning  smile.  Perhaps  because  no  one  knows  better  than  our  nront-    rv., ,  f,  Cr»-»r-(f-M-»f- 
line  ambassadors  the  warm,  comtortable  realm  that  awaits  you  behind  the  Four  Seasons  door.       HOtGlS  *  RGSOltS 

UNITED  STATES:  Austin,  Boston,  Chicago,  Chicago  (The  Ritz-Ca^hon),  Houston,  Houston  (Inn  on  ike  Park),  Los  Angeles  (at  Beverly  Hills),  New  YorL'  (The  Pierre),  Newport  Beach,  CA, 
Philadelphia,  San  Francisco,  Seattle  (The  Olympic),  Washington,  D.C.  CANADA:  Montreal,  Toronto,  Toronto  (Inn  on  the  Park),  \ancouver.  LATIN  AMERICA:  Mexico  City  (1992).  EL'ROPE: 
London  (Inn  on  the  Park),  Paris  (1993).  ASL\:  Tokyo  (1992),  Singapore  (1993).  RESORTS:  Dallas  (Las  Cohnas),  Maui  (Wailea),  Nevis  (West  Indies),  Santa  Barhara  (The  Biltmore),  Minahi  Lodge 
(Canada),  Carlshad  at  Aviara,  CA  (1992),  Kona,  Hawaii  (1993).  For  reservations,  telephone  your  travel  agent,  or  in  the  L'nited  States,  telephone  (800)  332-3442;  in  Canada  (800)  268-6282. 
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In  1949,  a  small  but 
ambitious  group'of  sportsmen 
founded  the  United  States 
Equestrian  Team.  Their  goal 
was  to  replace  the  recently  dis- 
banded world-class  military 
squads  that  had  represented 
America  in  international 
competition. 

On  its  first  Fall  Circuit  in 
1950,  the  Team  captured  the 
Nations  Cup  in  a  six-country 
competition.  Since  then,  they 
have  been  steadily  accumulating 
championships  by  nurturing 
new  talent  through         ,  ^ 
extensive  training  and    ^ 
competition. 

Recent  honors  include  the 
United  States  first  Team  Gold 
Medal  at  the  World  Show 
Jumping  Championships  and  two 
Olympic  Silver  Medals  in  Seoul. 

Already  the  USET  has  embarked 
on  the  quadrennial  cycle  that  features 
the  inaugural  Woiicl  Equestrian  Games 


U.S.  OlvmfK  Sliver  Medal  Shoxe  jumping  Team. 

m  Stockholm  and  ends  with  the 
Barcelona  Olympics.  Throughout 
this  period,  Team  skills  will  be 
refined  by  a  challenging  series  of 
Rolex-USET  events,  including  the 
United  States  Equestrian  Team 
Medal  Classes  and  Finals,  the 


(i reg  Best  and  (iem  lieisl,  Olvmpii  individual  Silver  Medal  iviiinen,. 

The  US.  Equestrian  Team. 

A  proud  presence  in  a 

classic  sport. 

USET  Show  Jumping  Talent  Derby, 

and  the  Rolex  Kentucky  Three-Day 

Event,  where  the  US.  Equestrian 

^^^Team  will  be  selected.  The 

"**^     '^'  enduring  bond 

between  Rolex  and 

the  United  States 

Equestrian  Team  is 

held  fast  by  a 

mutual  commitment 

to  excellence.  That 

dedication  has 

preserved  for  each  a 

universally  recognized 

tradition  of  high  -  ♦ . 

performance.        ^^ji 

ROLEX 


Rolex  Lady  Oyster  Perpetual  and  Men's  Oyster  Perpetual  Datejust  irl  stainless  steel  and  18kl  giild  with  matching  Jubilee  bracelets  and  diamond  dials. 

Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.  349.  Rolex  Building,  663  Fifth  Avenue,  NewYork,  NewYork  10022-5383. 
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Commentaiy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Publisher 


THE  TIME  TO  THINK  ABOUT  GULF  VETERANS  IS  NOW 


In  our  past  wars  we  have  usually  waited  until  the  war 
ended  before  we  tried  to  compensate,  as  best  we  could, 
those  who  had  served  and  fought.  That  is  too  late.  One 
welcome  exception  was  the  Soldiers'  &  Sailors'  Civil  Relief 
Act  of  1940,  enacted  before  Pearl  Harbor.  That  act  is  the 
basic  charter  for  those  suddenly  called  to  the  colors. 

Now,  some  farsighted  congressmen — one  such  is  G.  V. 
"Sonny"  Montgomery,  Democrat  of  Mississippi — are 
proposing  to  bring  that  act  up  to  date  by  increasing 
postwar  educational  benefits,  postwar  aid  for  veteran- 
owned  small  businesses,  unemployment  benefits  equal  to 
those  of  civilians,  medical  benefits  for  National  Guard  and 
Reservists  and,  most  important,  guaranteed  rights  of 
Reservists  to  their  old  jobs. 

It  is  vital  that  we  recognize  and  reward  service  given  by 


Reservists  and  National  Guardsmen,  because  all  plans  for 
our  future  military  place  heavy  reliance  on  our  ability  to 
recruit  and  to  train,  in  peacetime,  large  numbers  of  those 
two  groups.  That  can  only  be  done  if  employers  and  the 
government  recognize  and  encourage  the  highly  valuable 
contributions  of  our  citizen  soldiers.  That  is  what  enables 
us  to  stay  free  with  comparatively  small  numbers  of  fijll- 
time  active-duty  military  people. 

We  will  hear  much  about  "budget  constraints"  as  these 
matters  are  debated.  If  "budget  constraints"  had  been 
our  highest  priority  in  the  1980s,  we  could  never  have 
stopped  Saddam  Hussein  from  controlling  nearly  60%  of 
the  world's  oil  reserves.  Wc  can  aftbrd  what  we  need  to 
keep  our  freedom,  and  taking  proper  care  of  those  who 
fight  for  us  is  both  a  duty  and  a  privilege. 


WHY  WAS  GORBACHEV  MUDDYING  THE  WATERS  OF  THE  GULF? 


Most  commentators  think  Gorbachev's  clumsy  at- 
tempts to  "setde"  the  Gulf  war  stemmed  from  his  desire  to 
ensure  that  the  Soviets  would  gain  favor  with  their  natural 
Mideast  allies,  the  radical  Arab  states  such  as  Iraq,  Iran, 
Yemen  and  others.  And  most  analysts  believe  that  his 
actions  were  also  traceable  to  the  Soviet  military's  desire  to 
play  an  increasingly  large  role  in  Mideast  matters — desires 
which  we  have  always  firmly  resisted  in  the  ^^^^^^ 
past  and  which  President  Bush  effectively 
countered  this  time. 

Both  those  viewpoints  are  probably  true. 
But  there  is  another  and  more  fundamental 
reason  why  Gorbachev  was  being  so  very 
helpful  to  Saddam  Hussein.  All  of  Gorba- 
chev's activity  is  designed  to  propel  himself 
back  onto  center  stage.  After  weeks  of  inac- 
tivity, its  purpose  is  to  help  him  try  to  retain 
power  as  the  Soviet  empire  disintegrates  and 
he  becomes  increasingly  irrelevant. 

It  is  an  old  rule  that  leaders  in  serious  trouble  at  home 
will  try  to  divert  domestic  opponents  by  foreign  travel 
and  dramatic  appearances  on  the  world  stage. 

At  home,  the  principal  opponent  of  Gorbachev,  Boris 
Yeltsin,  has  raised  his  popular  and  powerfial  voice  to 
demand  Gorbachev's  resignation,  because  Gorbachev  has 
dropped  all  pretense  and  aligned  himself  with  the  forces 
of  repression.  He  is  now  clearly  the  puppet  of  the  revived 
KGB,  of  the  unhappy  military  who  have  raised  the  old  cry 


A  force  of  repression 


of  a  "Western  conspiracy  to  destroy  the  U.S.S.R.,"  and  of 
the  permanent  bureaucracy  trying  to  protect  its  privi- 
leges. Gorbachev's  handpicked  Soviet  Parliament 
promptly  and  predictably  condemned  Yeltsin,  but  the 
Soviet  people  do  not. 

We  have  known  leaders  in  the  past  who,  beset  by 
domestic  political  difficulties,  tried  to  recover  their  stand- 
ing by  spectacular  foreign  trips.  It  did  not 
work  here,   and   it  will   not  work  in   the 
U.S.S.R. 

We  hurt  ourselves  by  devoting  so  much  of 
our  policy  to  trying  to  shore  up  the  crumbling 
Gorbachev  regime.  The  Soviets  have  contrib- 
uted exactly  nothing  to  the  Gulf  effort  except 
a  rather  grudging  vote  in  the  United  Nations. 
Then  they  "contributed"  negatively  by  aiding 
Saddam  in  his  attempts  to  secure  more  delays 
and  to  make  more  absurd  claims. 

We  should  remember  how  the  Soviets 
demanded  full  participation  in  the  Pacific  postwar  efforts 
after  their  2V2-day  "contribution"  there  at  the  end  of  WW 
II.  Wc  should  also  realize  that  our  best  interests  lie  with 
those  in  the  U.S.S.R.,  such  as  Yeltsin,  who  repudiate 
communism,  socialist  economics  and  the  harsh  repression 
practiced  by  the  Soviets  in  the  Baltics.  Yeltsin,  not  Gorba- 
chev, deserves  our  support.  The  sooner  that  is  realized  the 
more  chance  we  will  have  to  prevent  the  new  U.S.S.R. 
from  being  exactly  like  the  old  one.  ^ 
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ives  you  a  Light  with  pleasure. 


ISJ^^^*  ■!  ^..j^^   W      III 


SURGEON  GENERAL'SWARNING:  Quitting  Smoking 
Now  Greatly  Reduces  Serious  Risks  to  Your  Health. 


Light.       Lighter.     Lightest. 


Kent:  12  mg.  "tar,"  .9  rhg.  nicoline;  Kent  Golden  Lights:  8  mg.  "tar,"  .7  mg.  nicotine;  Kent  III:  3  mg.  "tar,"  .3  mg.  nicotine  av.  per  cigarette  by  FTC  Method. 
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Gutting  rates  will  cut  the  twin  deficits 


IT'S  TAKEN  A  WHILE,  but  Federal  Reserve 
Chairman  Alan  Greenspan  told  the  annual 
meeting  of  the  Nationd  Association  of 
Manufacturers  in  early  February  that  he's 
now  converted  to  the  need  to  push 
aggressively  for  growth.  Inflation,  he  said, 
is  no  longer  a  major  threat.  That  could 
mean  at  least  one  more  interest  rate  cut  to 
come,  soon  after  the  next  gloomy  piece  of 
economic  news. 

The  next  cut  will  start  to  push  rates 
below  the  three-month  bill  rate  of  6.4% 
now  used  in  this  year's  budget  calculations. 
That  will  have  the  important  side  benefit  of 
trimming  the  interest  burden  built  into  the 
budget  deficit  (an  estimated  $207  billion  in 
fiscal  1992,  starting  this  October).  Each 
100  basis  points  (1%)  below  target  will  cut 
around  $12  billion  in  fiscal  1992. 

The  interest  rate  cuts  will  have  an  even 
greater  effect  on  the  trade  deficit,  since 


they  will  continue  to  push  the  dollar  down, 
making  U.S.  exports  more  competitive. 
Excluding  oil  imports,  the  merchandise 
trade  deficit  in  1990  was  already  down  to 
just  $40  billion,  from  a  peak  of  $109 
billion  in  1987.  The  nonoil  trade  deficit 
could  well  disappear  by  mid- 1992. 

Some  U.S.  economists,  such  as  AUen 
Lenz,  of  the  Chemical  Manufacturers 
Association,  fear  that  once  growth  picks  up 
so  will  imports  of  consumer  goods.  Not  so, 
counters  Gordon  Richards,  nam's  chief 
economist.  His  reasoning:  The  dollar  is 
clearly  undervalued  in  purchasing  power 
terms  (what  it  will  actually  buy).  Oil  prices 
will  fall  sharply  once  the  war  ends,  and 
that  will  increase  world  growth  faster  than 
in  the  U.S.,  and  world  demand  for  U.S. 
goods  will  therefore  rise.  "Each  10%  fall  in 
the  dollar  leads  to  a  13%  growth  in 
exports  over  two  years,"  he  says. 


The  unions  want  to  win  every  time 


Take  away  an  employer's  right  to  hire 
permanent  replacements  for  striking  work- 
ers, and  the  balance  of  power  in  labor 
negotiations  would  swing  sharply  back  to 
the  union  side.  That's  just  what  a  bill  now 
being  pushed  in  Washington  by  the  afl-CIO 
is  intended  to  do.  Employers  are  concerned 
by  the  strength  of  support  for  the  union 
bill,  which  is  sponsored  by  Representative 
William  Clay  (D— Mo.)  and  Senator  How- 
ard Metzenbaum  (D— Ohio).  It  already  has 
nearly  200  cosponsors  in  the  Democrat- 
dominated  House,  which  will  likely  pass  it 
by  summer.  The  Bush  Administration — 
occupied  with  Saddam  Hussein — has  yet  to 
take  a  position,  though  it  is  assumed  it  will 
oppose  the  bill.  But  business  lobbyists  in 
Washington  are  gearing  up  for  an  allout 
fight  nonetheless.  

The  mere  threat  of 
replacement  workers, 
more  than  their  actual 
use,  has  played  a  signifi- 
cant part  in  the  decline 
in  the  number  of  strikes. 
The  chart  shows  that 
work  stoppages  lasting 
more  than  a  day  involv- 
ing over  1,000  workers 
sharply  declined  in  the 
1980s.  The  same  is  true 
for  smaller  strikes. 

Before  die  198.0s  "hir- 


A  striking  decline 
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ing  permanent  replacements  was  a  rare 
phenomenon,"  explains  Charles  Perry,  a 
Wharton  associate  professor  who  wrote  a 
book  on  companies  that  continued  to 
operate  during  strikes.  In  recent  years 
replacements  have  been  used  by  Eastern  Air 
Lines,  Greyhound  Lines,  International  Pa- 
per and  the  New  York  Daily  News,  among 
others.  It  nevertheless  remains  a  tactic  more 
threatened  than  used.  According  to  a 
General  Accounting  Office  study,  in  1989 
35%  of  companies  facing  strikes  threatened 
to  hire  permanent  replacements,  though 
only  a  little  under  half  of  those  companies 
did  so,  and  just  3%  of  all  strikers  were 
permanently  replaced. 

The  increased  use  of  replacements  in  the 
1980s  partly  reflects  managements'  more 

hard-nosed  attitude  toward  unions 
following  President  Reagan's  1981 
firing  of  1 1,000  striking  air  traffic 
controllers.  But  a  bigger  factor, 
says  Perry,  is  "facing  an  increas- 
ingly competitive  world  economy." 

The  AFL-CIO  is  selling  its  latest 
bill  as  a  matter  of  "fairness," 
claiming  that  the  current  situation 
threatens  the  collective  bargaining 
system.  But  what  they  really  want, 
insists  one  business  lobbyist,  is  a 
congressional  guarantee  that  they 
win  every  labor  dispute. 

-Janet  Novack 
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The  Forbes  Index  (1967=100) 

210 

Current  189.2' 

Previous  191.0t 

Precent  Change  -1.0% 


200 


,    Consumers  are  spending,  but  not  on  big-ticket  items. 
January  retail  sales  were  off  0.9%  from  the  downwardly 
^    revised  December  result.  Sales  weakness  was  concentrated 
I    in  the  auto  sector,  off  4.4%.  Take  away  the  auto  compo- 
nent and  the  remaining  retail  sales  were  unchanged.  Some 
retailers  have  managed  to  turn  in  strong  results. 

Elsewhere  in  the  economy,  industrial  production  suf- 
fered a  0.5%  drop  in  January.  Housing  starts  fell  6.6%  to 
their  lowest  point  since  February  1982.  It  remains  to  be 
seen  if  lower  interest  rates  will  revive  this  sector. 
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Other  key  rates 

Source 

Status 

1 

Prime  rate 

Chase  Manhattan  Bank 

9.0% 

1 

Auto  sales  year  to  date  vs  1990' 

Ward's  Automotive 

-23.7% 

Index  of  leading  indicators  Dec  vs  Nov 

Dept  of  Commerce 

0.1% 

^ 

Trade  balance  12  months  ended  Oecl  990 
All-commodity  producer  price  index  Dec  vs  Nov' 
GNP  4th  quarter  vs.  3rd — annualized  growth 
NBER  Experimental  Recession  Probahility  Index' 

Dept  of  Commerce 
Dept  of  Labor 
Dept  of  Commerce 
Natl  Bureau  of  Economic 

-$100  bil 

0.0% 

-2.1% 

Research     9.0% 

'  U.S.-based  manufacturers,  excludes  imports,  as 
2  Wholesale  goods.  ^  December  1990. 

of  2/20/91. 
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Total  index 


Inventories 


New  Orders 


The  Forbes  Index  is  a  measure  of  U.S.  economic 
activity  composed  of  8  equally  weighted  elements:  Total 
industrial  production,  new  claims  for  unemployment 
compensation,  the  cost  of  services  relative  to  all 
consumer  prices,  new  housing  starts,  total  retail  sales, 
the  level  of  new  orders  for  durable  goods  compared  with 
manufacturers'  inventories,  personal  income,  total 
consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10 
series  of  U.S.  government  data.  The  last  14  months' 
data  for  each  series  are  presented  below. 
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Consumer  price  Indexes  i198<;-oh  d«age^i 

all  urban  consumers,  unad|usted  (Dept  of  Labor) 


Manufacturers'  new  orders  and  inventories 

(Sbillions),  seasonally  adjusted  (DepI  of  Commerce) 
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Industrial  production  index  (1987=100) 
seasonally  ad|usted  (Federal  Reserve) 


New  housing  starts  (thousands)  privately  owned, 

unadjusted  (Dept  of  Commerce) 
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Personal  income  ($billions)  wage  and  salary 
disbursements,  seasonally  adjusted  (Oept  of  Commerce) 
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Retail  sales  (Sbillions), 

seasonally  adjusted  (Dept  of  Commerce) 
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Consumer  installment  credit  (Sbillions)  total, 
seasonally  adjusted  (Federal  Reserve) 

mmummmm^immmmiim 


DJFfi/IAMJJASONDJ 


DJ  FMAMJ  JASONDJ 


DJFMAMJJASONDJ 


36 


Forbes  ■  March  18,  1991 


In  1866,  when  the  transatlantic  cable  linked  two  continents, 
Allendale  had  been  in  touch  with  its  customers  for  31  years. 


The  telegraph.  For  years  engineers  had  dreamed 
of  using  it  to  bridge  the  communication  gap  between 
Europe  and  North  America.  But  it  wasn't  until  1866 
that  the  dream  became  reality.  And  when  the  Great 
Eastern  sent  the  first  message,  Allendale  had  been 
listening  and  responding  to  clients  for  31  years. 

In  a  changing  world  where  events  like  this  shape 
history,  this  is  our  way  of  reminding  you  of  one  progres- 
sive, stable  company  that's  been  in  business  since  1835. 


Today  at  Allendale,  we  continue  to  shape  the 
history  of  loss  control  with  engineering,  training, 
research  and  testir\g,  responsiveness  and  fairness  in 
the  way  we  do  business.  After  a  century  and  a  half,  that 
part  of  our  philosophy  is  not  about  to  change. 
Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode 
Island  02919. 

Allendale  Insurance/ Factory  Mutual  System 

World  leaders  in  property  risk  management  since  183S. 


The  Soviets  make  decent  airliner  fuselages.  The  Americans  make  great 
engines  and  avionics.  Why  don't  the  two  sides  get  together?  They're  trying  to. 


Is  that  a  Tupolev 
on  Boeing's 
horizon.^ 


By  Howard  Banks 

In  THE  not  very  distant  future,  aircraft 
designed  and  made  in  the  Soviet 
Union  will  probably  be  in  service  with 
Western,  including  U.S.,  airlines.  The 
Russian  airliners  will  look  much  the 
same  as  the  latest  Ilyushins  and  Tupo- 
levs,  but  on  their  wings  will  be  en- 
gines from  Pratt  &  Whitney,  General 
Electric  and  Rolls-Royce;  and  under 
their  aluminum  and  composite  skins, 
avionics,  hydraulics  and  other  systems 
supplied  by  companies  like  Hon- 
eywell, Rockwell  International's  Col- 
lins subsidiary,  and  Britain's  General 
Electric  Co. 

Boeing  sees  both  the  threat  and  the 
opportunity.  The  world's  preeminent 


airliner  maker  is  quietly  talking  of  a 
coproduction  arrangement  with  the 
Soviets  in  five  to  seven  years,  perhaps 
building  the  same  plane  in  the  two 
countries,  to  get  a  piece  of  what 
promises  to  be  a  giant  pie.  Says  Law- 
rence Clarkson,  senior  vice  president 
at  Boeing  Commercial:  "We're  not 
going  to  get  into  that  market  without 
doing  deals  that  take  into  account  the 
Soviet  capability  as  a  manufacturer." 
As  the  economies  of  the  geographi- 
cally vast  Russian  republic  and  other 
pieces  of  the  Soviet  empire  begin  to 
develop,  air  transportation  will  be  at 
the  center  of  those  areas'  needs.  One 
private  U.S.  study  estimates  that  by 


20 10  the  Soviet  Union  will  need  over 
1,800  jet  airliners,  valued  at  around 
$85  billion  in  today's  dollars.  (Boeing 
estimates  1,275  aircraft  by  2005,  a 
quarter  of  them  imported.)  By  com- 
parison, the  rest  of  the  world  will  need 
9,000  airliners,  worth  around  $617 
billion,  by  2005. 

Despite  the  massive  size  of  the  So- 
viet aircraft  industry — it  employs  over 
500,000  workers,  an  unknown  but 
substantial  fraction  of  them  on  mili- 
tary work — the  Soviets  cannot  hope 
to  build  this  many  airliners  without 
Western  help.  Designers  like  Boeing's 
Ben  Cosgrove  note  the  Russians'  un- 
doubted skills  in  aerodvnamics  and 
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mathematics.  And  Russian  workers 
(if  they  can  be  kept  sober)  can  bash 
alvmiinum  as  well  as  the  next  worker. 
The  Russians  also  have  some  ad- 
vanced materials.  But  because  they 
haven't  had  a  tough  customer  like 
American's  Robert  Crandall  breath- 
ing down  their  necks,  their  planes 
tend  to  be  overweight  and  therefore 
less  efficient. 

The  Russians'  worst  problems  are 
in  the  sophisticated  equipment:  the 
engines,  electronic  and  hydraulic  sys- 
tems that  keep  planes  aloft  and  safe. 
Today,  no  cost-conscious  Western 
airline  would  consider  buying  Rus- 
sian planes.  Only  around  1  in  3  of  the 
1,050  passenger  jets  (85  for  interna- 
tional routes)  operated  by  Aeroflot, 
the  world's  largest  airline,  arc  opera- 
tional at  any  time.  The  rest  are  parked, 
waiting  for  spare  parts. 

"You  see  60  big  jets  sitting  at  Mos- 
cow's Demodedov  airport  in  the 
morning,  and  they're  still  there  at 
night,"  says  one  U.S.  aircraft  design- 
er. "That  only  happens  in  the  U.S. 
when  there's  a  strike."  Russian  airlin- 
ers that  do  work,  fly  only  three  to  four 
hours  a  day  on  average. 

However,  putting  Western  engines 
and  equipment  on  Soviet  wings  trans- 
forms their  performance,  according 
to  computer  simulations. 

First  of  the  new  combinations  to  fly 
could  be  the  four-engine  Ilyushin  II- 
86  equipped  with  CFM56  engines 
made  by  GE  and  Snecma  of  France. 
With  Soviet  Kuznetsov  engines,  a  fiall 
250-passenger  11-86  can  go  just  1 ,500 


miles.  "With  CFM56s,  we  think  it 
might  just  be  able  to  make  Moscow- 
New  York  [4,669  miles]  nonstop," 
says  Robert  Garvin,  vice  president 
and  general  manager  at  GE  Technical 
Services  Co. 

The  Ilyushin  bosses  arc  also  talking 
with  Pratt  &  Whimey  about  putting 
PW2037  engines  on  the  larger  (300- 
to  350-seat)  11-96.  The  engines 
should  give  it  a  range  of  well  over 
4,000  miles. 

The  performance  jump  is  even 
greater  when  Pratt's  PW2037  engine 
is  put  on  the  Tupolev  Tu-204,  a  twin- 
engine  craft  that  looks  like  Boeing's 
757.  Boeing  pooh-poohs  it,  but  some 
U.S.  industry  reports  say  that  a  com- 
puter simulation  suggests  the  Tupo- 
lev/Pratt  plane  would  be  more  fijel- 
efficient  than  the  757.  "It  looks  like  a 
dynamite  combination,  for  sure,"  says 
Arthur  Wegner,  president  of  United 
Technologies,  Pratt's  parent,  and  a 
longtime  engine  man. 

The  first  engines  to  test  these  con- 
versions are  due  to  leave  GE  and  Pratt 
factories  this  fall.  But  that's  the  easy 
part.  The  great  uncertainty  lies  in  the 
political  future  of  the  crumbling  Sovi- 
et empire.  The  Soviet  Ministry  of 
Aviation  will  bring  many  top  Russian 


designers  to  the  U.S.  in  April,  but 
nobody  is  sure  how  long  the  ministry 
will  control  the  industry's  daily  do- 
ings, as  it  now  does.  Example:  Recent 
Western  visitors  report  seeing  Rus- 
sian aircraft  workers  filling  time  mak- 
ing things  like  washing  machines  and 
even  lawn  chairs. 

A  big  hurdle  will  be  certifying  Rus- 
sian-made aircraft  to  U.S.  standards. 
The  Soviet  Ministry  of  Aviation  has 
requested  a  bilateral  technical  ar- 
rangement, of  the  sort  that  exists  be- 
tween U.S.  and  European  makers, 
says  Anthony  Broderick,  associate  ad- 
ministrator for  regulation  and  certifi- 
cation of  the  Federal  Aviation  Admin- 
istration, who  recently  visited  Soviet 
plants.  In  the  meantime,  the  Soviets 
are  working  with  Israeli  Aircraft  In- 
dustries, hoping  that  Israel  (yes,  Isra- 
el) will  certify  one  of  its  planes.  They 
then  hope  that  this  will  be  accepted  by 
the  U.S.  and  European  authorities 
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Boeing  and  Tupolev 


under  that  country's  technical  bi- 
lateral agreements. 

The  Soviet  planemakers  also  have 
no  understanding  of  Western  con- 
cepts like  product  support — even  sim- 
ple things  like  having  spare  parts 
available.  And  producing  large  num- 
bers of  civil  aircraft  on  time  also  seems 
an  alien  concept.  The  Soviets  have 
some  large  modern  factories,  such  as 
at  Ulyanovsk,  around  400  miles 
southeast  of  Moscow.  But  Ulyanovsk 
turns  out  just  a  reported  eight  to  ten  a 
year  of  the  big  four-  and  sLx-engine 
Antonov  transport  jets.  Boeing  pro- 
duces five  747s  a  month  from  its 
comparable-size  Everett  factory  north 
of  Seattle. 

One  immediate  stumbling  block  is 
that  the  Soviets  have  no  money.  On 
this  front,  their  potential  Western 
partners  are  teaching  them  the  ways  of 
creative  financing.  McDonnell  Doug- 
las, for  instance,  is  working  with  the 
Irish  leasing  company  GPA  to  finance 
sales  of  Douglas  planes  entirely  off  the 
Soviet  books.  The  planes  would  be 
paid  for  out  of  the  money  they  earn 
flying  overseas  routes. 

Russian  pride  presents  another 
problem.  Boeing  engineers  suggested 
that  the  Soviets  get  their  toes  wet  with 
a  subcontract  to  make,  say,  modest 
parts  like  doors.  This  would  test  Sovi- 
et quality  and  their  ability  to  deliver 
on  time.  Sensible,  but  the  men  from 
the  Ministry  of  Aviation  bristled. 
They  want  to  make — and  sell — planes 
of  their  own  design  and  become  the 
fourth  major  world  competitor  in  air- 
liners (after  Boeing,  Airbus  Industrie 
and  McDonnell  Douglas). 

Teamed  with  American  partners 
for  the  sophisticated  equipment,  their 
ambition  is  entirely  realistic.  Recall 
the  history  of  France's  Airbus  Indus- 
trie. Just  20  years  ago,  after  years  of 
talk,  Airbus  got  off  the  ground.  To- 
day it  is  number  two,  behind  Boeing, 
but  way  ahead  of  McDonnell  Doug- 
las, which  doesn't  have  the  money 
available  to  develop  the  new  designs  it 
so  desperately  needs. 

"There  are  lots  of  unknowns,"  says 
Arthur  Wegner  of  United  Technol- 
ogies, which  has  already  opened  its 
first  small  engineering  office  in  Mos- 
cow. "Basically,  we  are  making  a  long- 
term  investment.  But  we  hope — and 
believe — that  someday  it  will  pav 
off."  wk 
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The  short-selling  fraternity  feels  a  bit 
like  Saddam  Hussein  these  days— dazed 
and  bruised,  muttering:  What  hit  me? 

If  you  can't 
borrow,  buy 


By  Matthew  Schifrin 

Some  of  the  worst  casualties  of  the 
Gulf  war  to  date  have  been  the  short- 
sellers.  Shorts  make  their  living  taking 
advantage  of  other  people's  overopti- 
mism  or  complacency.  Thev  bet  that 
specific  stocks  or  the  market  itself  are 
too  high  based  on  ftindamental  and 
technical  factors.  So  thev  sell  stock 
they  don't  own,  borrowing  shares  to 
deliver.  They  then  hope  to  replace  the 
borrowed  stock  with  shares  they  buy 
later  at  much  lower  prices. 

The  Saddam  Hussein  bull  market 
made  fools  of  most  of  the  pundits, 
who  had  been  bearish.  It  did  worse 
than  make  fools  of  the  shorts:  It  has 
handed  them  their  worst  drubbing 
since  the  beginning  of  1987.  It  has 
been  one  of  the  worst  short  squeezes 
on  record. 

Market  indexes  were  up  18%  from 
mid-January  to  mid-February.  Stocks 
with  high  short- interest  ratios — fa- 
vorites among  short-sellers — were  up 
substantially  more. 

Citicorp  stock,  for  example,  where 
the  short  interest  was  16.7  million 
shares  on  Feb.  15,  was  up  over  37%. 
Marriott  was  up  69%,  McDonnell 
Douglas  60%  plus.  Household  Inter- 
national 44%,  News  Corp.  90%. 

Even  some  of  the  seemingly  safest 
shorts  turned  out  to  be  booby- 
trapped.  Shares  of  the  virtually  insol- 
vent Far  West  Financial  went  from  '/s 
to  1  Vs  on  no  news.  Shorts  had  consid- 
ered Far  West  almost  like  money  in 
the  bank:  When  a  stock  becomes 
worthless,  shorts  can  pocket  the  mon- 
ey and  need  pay  no  taxes  on  the 
proceeds.  For  many  other  over-the- 
counter  stocks  with  high  short  inter- 
est, price  increases  registered  well 
over  100%. 


Short-sellers  were  slaughtered  be- 
cause tremendous  demand  for  their 
stocks  dried  up  the  amount  of  stock 
available  for  borrowing.  As  prices 
climbed,  shorts  had  to  scramble  to 
cover  their  positions,  which  drove 
prices  even  higher. 

Caught  painfully  in  the  short 
squeeze  are  Feshbach  Brothers  part- 
ners Joseph,  Matthew  and  Kurt,  of 
Palo  Alto,  Calif  These  celebrated 
short-sellers  run  a  ftind  that  had  $900 
million  in  assets  and  was  up  57%  last 
year,  as  compared  with  just  3%  for  the 
market  overall.  The  brothers'  normal 
stance  is  to  be  80%  to  120%  invested 
in  over  300  short  positions. 

For  the  Feshbachs,  1991  has  been  a 
disaster.  Their  $900  million  pool  has 
shrunk  to  around  $550  million,  down 
an  estimated  40%.  And  that  doesn't 
count  any  quarterly  redemptions  they 
may  face  in  March  from  battered  and 
frightened  participants.  Things  got  so 
bad  for  the  Feshbachs  that  on  Feb.  1 
they  sent  a  letter  to  clients  asking  for 
more  capital. 

Perhaps  the  worst  casualty  of  the 
great  Saddam  squeeze  is  Chicago- 
based  Gilford  Securities,  which  had 
nearly  $100  million  invested  in  a 
short-selling  fiind  at  the  end  of  last 
year.  Gilford  is  said  to  be  down  55% 
so  far  this  year. 

The  usually  arrogant  Feshbachs, 
known  for  badmouthing  stocks  and 
sending  clients  "stock  buster"  T 
shirts,  had  this  to  say  to  bulls:  "Uncle. 
We  get  the  message,  you  win." 

Another  famous  bear  is  James 
Chanos  of  New  York's  Ursus  Part- 
ners. His  $400  million  hand  is  down 
15%  or  so.  Normallv  open  with  the 
media,  Chanos  isn't  talking  now. 
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Why  the  silence  and  modesty?  The 
shorts  don't  want  people  to  know 
which  stocks  they  are  holding.  That 
would  only  invite  other  speculators  to 
try  driving  the  stocks  upward,  squeez- 
ing the  shorts  even  harder. 

Listen  to  one  gun-shy  short-seller: 
"Everything  I  read  and  hear  about 
Stone  Container  makes  me  believe  the 
stock  is  worth  $  1  at  best,  but  the  short 
interest  is  too  high.  Bad  news  came 
out  recendy  and  the  stock  got  stron- 
ger." Stone  almost  doubled  during 
die  recent  market  move,  to  $16.50 
per  share.  A  lot  of  shorts  must  be 
suffering:  On  Feb.  15  the  short  inter- 
est came  to  3. 1  million  shares. 

With  the  stock  market  seesawing 
unpredictably  since  Oct.  19,  1987, 
short-selling  has  become  increasingly 
popular,  even  among  big  institutions. 
J. P.  Morgan  has  committed  $280 
million  to  short-selling,  and  dozens  of 
small  short-selling  funds  have  been 
formed.  In  a  way,  bears  are  no  differ- 
ent from  bulls.  Both  groups  tend  to 
crowd,  sheeplike,  into  the  same 
stocks.  This  makes  bears  vulnerable  to 
bullish  speculators  who  can  pour 
money  into  their  short  stocks,  driving 
.  them  upward.  The  Fcshbachs  them- 
selves have  become  so  big  that  nearly 
40%  of  their  portfolio  is  in  big-capi- 
talization S8cP  500  stocks,  which  tend 
to  participate  in  broad  moves  to  a 
greater  extent  than  the  more  obscure 
small-cap  stocks  the  brothers  formerly 
emphasized. 


"There  were  lists  being  passed 
around  among  money  managers  of 
the  Feshbachs'  biggest  short  posi- 
tions," says  one  large  hedge  fund 
manager.  Baird  Patrick's  Ray  Dirks 
recently  ran  an  advertisement  in  Bar- 
ron's for  his  "Short  Buster  Club." 
Respondents  were  sent  research  fea- 
turing lists  of  some  of  the  Feshbachs' 
biggest  shorts.  "I  got  hundreds  of 
calls  from  the  ad,"  boasts  Dirks. 

Shorts  claim  there  were  so-called 
buy-in  campaigns,  in  which  big  insti- 
tutional buyers  would  ask  their  bro- 
kers to  switch  their  stock  from  margin 
to  cash  accounts.  Why  does  this  harm 
the  shorts?  Because  brokers  can  lend 
out  shares  from  margin  accounts  but 
not  from  cash  accounts.  With  less 
stock  available  for  borrowing,  the 
shorts  have  a  harder  time  making  new 
commitments.  This  explains  why 
some  large-capitalization  stocks  pop- 
ular with  shorts,  like  Household  In- 
ternational and  Citicorp,  were  in 
scant  supply  last  month. 

When  brokers  can't  replace  the  bor- 
rowed stock,  they  request  that  short- 
sellers  cover  and  deliver  stock  the  next 
day  (normal  settlement  is  five  days). 
When  this  happens,  the  shorts  have  to 
cover — that  is,  buy  the  stock — wheth- 
er they  want  to  or  not.  Shorts  claim 
that  big  institutions  like  Fidelity  and 
Alliance  Capital  Management  were 
targeting  their  positions  in  this  way, 
forcing  them  to  cover  at  ever  higher 
prices.   Both   Fidelity  and  Alliance 


deny  the  charge  but  admit  to  main- 
taining cash  accounts. 

"The  shorts  arc  getting  what  they 
deserve,"  says  Andrew  Lanyi,  a  top 
producer  at  Ladenburg,  Thalmann 
who  specializes  in  small-capitalization 
stocks.  In  the  past  he  has  often  found 
his  favorites  the  subject  of  short-sell- 
ing accompanied  by  whispering  cam- 
paigns predicting  bad  news  for  the 
stocks.  Centex  Telemanagement,  re- 
cently up  nearly  100%,  is  one  of  his 
favorites.  Says  Lanyi:  "The  shorts 
must  be  hurting  because  Centex's 
chairman  told  me  he  is  getting  only 
one  call  a  week  asking  whether  he  is 
sick  or  if  the  banks  are  pulling  his 
loans.  That's  down  from  seven  or 
eight  a  week  a  few  months  ago." 

As  there  is  no  honor  among  thieves, 
so  there  is  no  loyalty  among  shorts. 
Among  the  most  active  of  the  lynch- 
thc-shorts  speculators  are  other 
shorts.  Many  hedge  fiinds  that  were 
shorting  stock  quickly  changed  direc- 
tion when  the  market  began  to  rise 
and  actually  started  buying  shares  in 
heavily  shorted  stocks  in  order  to  take 
advantage  of  the  squeeze  and  make  a 
quick  profit.  "The  rallying  cry  was,  if 
you  can't  borrow  it,  buy  it,"  says  one 
hedge  fund  manager. 

Michael  Murphy,  a  San  Francisco 
short-seller,  says  there  is  a  new  animal 
in  Wall  Street's  bestiary.  Along  with 
bulls  and  bears,  there  are  now  jackals. 
Jackals  don't  much  bother  bulls.  They 
prey  on  wounded  bears.  ■■ 
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If  you  think  we  made  some  bad  foreign  loans,  just  take  a 
look  at  the  Soviet  Union's  portfolio  of  overseas  credits, 
much  of  it  extended  for  arms  purposes. 

No  trade-ins 


By  Lawrence  Minard  and  Peter  Fuhrman 


Last  month  Nicaraguan  President 
Violeta  Chamorro  and  her  advisers 
found  a  novel  way  to  reduce  Nicara- 
gua's crushing  foreign  debt:  They  will 
return  to  the  vendors  some  of  the 
merchandise  whose  purchase  had 
produced  the  debt.  President  Cha- 
morro told  the  Soviet  Union  to  take 
back  some  of  the  tanks,  missiles  and 
helicopters  her  predecessor,  Daniel 
Ortega,  had  bought  on  credit  from  his 
friends  in  the  Kremlin. 

The  reason  for  sending  the  arms 
back,  said  Mrs.  Chamorro,  is  to  has- 
ten demilitarization  in  a  small  country 
that  had  armed  to  the  teeth  in  the  days 
when  its  communist  dictators  had 
dreamed  of  spreading  revolution 
through  Central  America.  A  major 
side  benefit  will  be  a  dramatic  reduc- 
tion in  Nicaragua's  foreign  debt. 

That  debt,  $  H  .5  billion  in  total,  is  a 
massive  burden  for  a  country  whose 
population  is  just  under  4  million.  Of 


that  debt,  Nicaragua  owes  about  $3.5 
billion  to  the  Soviet  Union.  Some  of  it 
is  for  subsidized  oil  purchased  by  the 
Sandinistas.  But  nearly  70% — $2.5 
billion  in  all  — is  for  arms. 

According  to  a  member  of  the  pres- 
ident's inner  circle,  Mrs.  Chamorro 
plans  to  visit  Moscow  in  May  and  tell 
her  hosts  she  is  returning  her  pre- 
decessor's purchases — for  full  credit. 

Will  this  tanks-for-dcbt  swap  catch 
on?  The  Soviets  hope  not.  According 
to  the  latest  available  figures  from  the 
Soviet  Ministry  of  Finance,  as  of  No- 
vember 1989,  60  countries  owed  the 
U.S.S.R.  a  total  of  85  billion  rubles, 
or  $  136  billion  at  the  U.S.S.R.'s  offi- 
cial exchange  rate.  Among  the  biggest 
debtors  and  their  loans:  Cuba,  $24.8 
billion;  Vietnam,  $  14.6  billion;  Mon- 
golia, $15.2  billion;  Syria,  $10.7  bil- 
lion. The  great  majority  of  the  loans 
were  probably  for  arms,  though  the 
overall  figure  also  includes  oil  and 


Nicaragijdi :  kids  clamber  onto  a  Soviet  tank 
How  to  demilitarize 
and  recapttailze. 


some  manufactured  goods. 

Even  that  85  billion  figure  includes 
only  official  outstanding  Soviet  loans. 
Overdue  payments  represent  another 
mountain  of  debt.  It's  a  fair  bet  that 
the  Soviets  are  owed  about  what  they 
billed  for  arms  during  the  1980s: 
$220  billion  at  official  exchange  rates. 

The  Soviet  Ministry  of  Finance  is 
trying  to  collect  whatever  it  can  on  its 
bad  debts.  Negotiations  are  now  un- 
der way  with  Moscow's  second-larg- 
est debtor,  Mongolia.  The  Soviets 
claim  the  Mongolians  owe  at  least  9.5 
billion  rubles,  or  $15.2  billion,  a  stu- 
pefying sum  for  a  country  with  only  2 
million  citizens,  most  of  whom  are 
camel-riding  nomadic  herdsmen.  The 
Mongolians  say  they  have  no  real  idea 
how  they  could  have  run  up  9.5  bil-- 
lion  rubles  in  debt,  and  the  country's 
ambassador  in  London  says  Mongo- 
lia was  never  before  asked  to  make  a 
single  debt  payment. 

Making  virtue  of  necessity,  the  So- 
viets arc  now  pledging  they  will  sell 
weapons  only  to  those  who  can  pay 
promptly  and  in  hard  currency.  That 
probably  disqualifies  Iraq,  once  one 
of  the  Kremlin's  best  customers. 
Where  will  the  Kremlin  find  new 
buyers?  The  only  countries  still  eager 
to  own  lots  of  Soviet  arms — places 
like  Viemam,  North  Korea,  Cuba, 
Syria  and  Ethiopia — are  precisely 
those  that  can't  afford  to  buy  them. 
Collectively,  those  five  already  owe 
Moscow  an  estimated  $57  billion — 
roughly  equal  to  their  cumulative 
gross  national  product. 

Fat  chance  the  Soviets  will  collect 
much.  The  Egyptians  stopped  servic- 
ing their  1.7  billion  ruble  debt  when 
the  late  president  Anwar  Sadat  kicked 
the  Soviets  out  of  the  country  almost 
two  decades  ago.  The  Polish  govern- 
ment, according  to  Soviet  figures,  is 
in  hock  to  Moscow  for  arms,  capital 
goods  and  raw  materials  to  the  official 
tune  of  $8  billion.  The  Soviets  have 
offered  to  settle  for  about  $2.5  bil- 
lion, but  the  Poles  scoff  at  the  idea  of 
throwing  good  money  after  bad  prod- 
ucts. The  Poles  looked  into  selling 
some  of  the  stuff  on  the  used-arms 
market,  but  have  so  far  concluded  the 
weapons  are  worth  more  as  scrap. 

President  Chamorro  has  shown  the 
world  how  to  repay  the  Soviets  in 
fiill — and  without  parting  with  hard 
currency.  Scrap  iron,  anyone?         ^M 


42 


Forbes  ■  March  18,  1991 


If  the  world  at  last  is  rid  of  Saddam  Hussein, 
Iraqis  will  be  among  the  chief  beneficiaries. 

Robbin'  hood 


By  Peter  Fuhrman 

The  destruction  wrought  by  allied 
aircraft  on  the  Iraqi  economy  is  as 
nothing  compared  with  the  destruc- 
tion caused  by  Saddam  Hussein's 
crude  economic  policies  and  gang- 
sterism. The  record,  etched  in  the 
chart  below,  is  worth  reviewing. 

When  Saddam  shot  his  way  to  the 
top  in  1979,  Iraq,  with  a  population 
then  of  just  over  13  million,  was 
among  the  Middle  East's  most  pros- 
perous economies.  He  has  spent  it 
bankrupt.  More  than  $200  billion — 
$10,000  per  capita  in  today's  Iraq — 
has  gone  for  warmaking  and  warmak- 
ing  equipment.  Meanwhile,  Iraq's  per 
capita  gross  domestic  product  has 
dropped  from  $4,100  in  1980  to  less 
than  $1,200.  The  average  Iraqi  wage 
today,  with  purchasing  power  equal 
to  about  $60  a  month,  is  barely  on  a 
level  with  wages  in  such  countries  as 
Honduras  and  Morocco,  which  lack 
Iraq's  mineral  wealth. 

On  top  of  all  this,  the  country 
carries  $70  billion  in  foreign  debt. 
The  Iraqi  dinar  has  plunged  from  an 
official  rate  of  $3  to  a  litde  over  5  cents 
on  the  black  market. 

Saddam  and  his  Baathist  party  ac- 
complices have  managed  to  make  the 
Fertile  Crescent,  for  3,000  years  a  net 
exporter  of  food,  into  a  net  importer. 
On  the  eve  of  the  1991  wai,  Iraq 
produced  less  food  than  30  years  ago. 

As  against  that  $200  billion  spent 
on  warmaking,  the  nation's  capital 
stock,  based  on  some  old  Internation- 
al Monetary  Fund  calculations,  was 
probably  no  more  than  $100  billion. 
And  much  of  that  was  invested  in 
grandiose,  Stalinesque  industrial 
projects  of  trivial  economic  value. 

Given  all  this,  reconstruction  of  the 
country  should  be  within  Iraq's  own 
means.  Even  assuming  half  of  Iraq's 
modem  electrical  generating,  tele- 
phone switching  and  oil  refining  ca- 
pacity has  been  destroyed,  replacing  it 


would  cost  under  $7  billion.  Assum- 
ing Saddam  doesn't  stay  in  power  and 
isn't  replaced  by  an  equally  benighted 
warlord,  the  standard  of  living  should 
rise  fairly  rapidly,  once  the  oil  flows 
again  to  foreign  markets. 

Iraq's  two  largest  refineries  are 
pretty  beaten  up,  but  the  wells,  pipe- 
lines and  pumping  stations  have  suf- 
fered less  serious  damage,  according 
to  allied  officials.  It  should  not  take 
long  for  crude  oil  exports  to  rise  back 
to  I  billion  barrels  a  year,  bringing  in 
$15  billion  to  $20  billion,  depending 
on  world  oil  prices. 


A  major  question,  of  course,  is  war 
reparations.  The  Kuwaitis  and  Saudis 
could  legitimately  claim  $50  billion  in 
war  damages.  Iraq  has  no  cash,  but 
has  crude  oil  in  abundance.  Kuwait, 
for  instance,  could  demand  1.5  mil- 
lion barrels  a  day — the  equivalent  of 
its  prewar  output — from  the  huge 
Ramaila  field,  which  straddles  the 
two  countries'  borders.  At  $15  a  bar- 
rel, that  could  service  a  $40  billion, 
ten-year  reconstruction  loan.  The 
Saudis  too  could  demand  Iraqi  crude, 
while  conserving  their  own  reserves. 

However  the  postwar  negotiations 
proceed,  this  much  is  clear:  For  the 
first  time  in  over  a  decade,  ordinary 
Iraqis  stand  to  benefit  from  their 
country's  mineral  wealth  and  enjoy 
the  fruits  of  their  labor.  Patrick  Claw- 
son,  an  expert  on  the  Iraqi  economy  at 
Philadelphia's  Foreign  Policy  Re- 
search Institute,  aptly  has  this  to  say  to 
those  Arabs  who  think  of  Saddam  as  a 
friend  of  the  dispossessed:  "Saddam  is 
no  Robin  Hood.  He's  the  hood  who 
robbed  Iraq."  ^ 


Iraqis  scour  a  marketplace 

Military  defeat  and  economic  ruin  are  tlie  twin  legacies  of 
Saddam  Hussein's  12'year  rule.  Iraq  is  now  poorer  by  75% 
than  in  1979  on  a  per-liead  basis,  and  carries  proportionally 
more  delit  than  perhaps  any  other  nation. 


Forbes  ■  March  18, 1991 


43 


During  Japan's  great  property  boom,  the  jiageya 
terrorized  holdout  landowners  into  selling.  In  the  bust,  no 
one  can  terrorize  buyers  into  buying. 

What  goes 
up 


•      •      • 


By  Gale  Eisenstodt  and  Hiroko  Katayama 


Interested  in  some  Tokyo  real  es- 
tate? Call  Masumi  Kuwata,  a  22-ycar- 
old  pitcher  for  the  Yomiuri  Giants,  a 
Japanese  professional  baseball  team. 
Kuwata  wants  to  unload  his  home  in 
Yokohama  and  four  investment  con- 
dominiums in  the  Tokyo  area. 
Kuwata  is  still  on  the  team,  but  he 
feels  somewhat  overextended.  With 
annual  interest  payments  of  nearly 
$700,000,  Kuwata  is  anxious  to  pay 
back  $10  million  in  real  estate  loans. 

Kuwata  has  another  problem:  no 
buyers.  If  he  does  find  one,  he'll  prob- 
ably have  to  settle  for  25%  less  than 
what  he  originally  paid  for  his  real 
estate.  He  might  even  have  to  come 
up  with  new  cash  to  pay  his  debts. 

Kuwata  has  plenty  of  company. 
Kitaro  Watanabe,'  the  property  mag- 
nate who  helped  T.  Boone  Pickens 
acquire  26%  of  Koito  Manufactur- 
ing, is  trying  to  sell  $1.5  billion  in 
Tokyo  real  estate  by  the  end  of  June. 
Watanabe  may  have  to  unload  some 
land  in  secondary  areas  of  Tokyo  at 
bargain  prices,  say  maybe  $6,500  a 
square  foot,  or  50%  off  peak. 

Just  a  few  years  ago,  a  unique  Japa- 
nese institution,  the  jiageya  (real  es- 
tate gangsters),  would  terrorize  reluc- 
tant owners  into  selling.  But  the^Vfl;- 
geya  seem  much  less  successfial  at 
terrorizing  people  into  buying. 

During  the  runup,  the  lack  of  true 
market-clearing  prices  for  property 
made  the  Japanese  market  look  stron- 
ger than  it  was.  Bankers  believed  the 
escalating  prices  were  real,  and  some- 
times even  lent  more  than  100%  of 
the  properties'  value,  against  what 
they  thought  were  ever  rising  collater- 
al values.  Profits  rose  and  more  loans 
were  written. 
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Kitaro  Watanabe,  property  magnate 

Will  he  sell 

at  bargain  prices? 


Now,  thanks  to  the  Bank  of  Japan's 
tight  financial  measures,  Japan  is  fac- 
ing the  opposite  distortion:  With  very 
few  buyers,  the  market  looks  weaker 
than  it  really  is.  But  that  is  cold  com- 
fort for  the  many  companies  and  indi- 
viduals that  are  strapped  for  cash  and 
are  trying  to  unload  tens  of  billions  of 
dollars  of  Japanese  real  estate.  Several 
large  companies  have  already  filed  for 
the  equivalent  of  Chapter  11.  One  of 
them,  Nanatomi,  went  under  with 
$2.2  billion  in  debts.  In  expensive 
Ginza  bars,  hostesses  say  they  are 
entertaining  fewer  real  estate  barons 
these  days. 

The  Japanese  now  joke  about  their 
"aids  problem" — a  reference  to  sever- 
al troubled  firms.  "A"  is  for  Azabu 
Tatemono,  Watanabe's  company.  "I" 
is  for  Itoman  &  Co.,  a  trading  firm 
turned  developer  laboring  under  $8.5 
billion  in  debt,  which  Sumitomo 
Bank  is  restructuring.  "D"  is  for  Dai- 
ichi  Real  Estate,  owner  of  the  Tiffany 
building  in  New  York.  And  "S"  is  for 
Shigeru  Kobayashi's  Shuwa  Corp., 
buyer  of  the  Arco  Plaza  in  California 
and  other  top  U.S.  properties. 


The  worse  the  property  market 
gets,  the  more  the  problem  feeds 
upon  itself  Banks  are  trying  to  find 
buyers  for  distressed  borrowers' 
properties  among  their  healthy  bor- 
rowers, rather  than  shopping  the 
properties  around.  Watanabe's  main 
bank,  Mitsui  Trust  &  Banking,  has 
managed  to  sell  ten  small  parcels  in 
Minato-ku,  in  central  Tokyo,  this 
way.  But  that  solution  can  work  only 
for  a  limited  time. 

In  many  cases,  banks  are  trying  to 
wait  out  the  slump.  Prices  for  second- 
rate  property  may  never  fully  come 
back,  but  for  quality  real  estate  the 
wait  may  be  worthwhile. 

Escalating  real  estate  prices  became 
a  political  liability  in  the  late  1980s,  as 
modest  two- bedroom  apartments  in 
Tokyo  sold  for  $400,000,  and  mid- 
dle-class Japanese  found  themselves 
priced  out  of  a  home.  Now  the  Minis- 
try of  Finance  and  the  Bank  of  Japan 
are  proving  that  they  can  be  tough  by 
drastically  tightening  credit.  Land 
prices  in  Osaka,  for  example,  jumped 
50%  in  1989,  and  have  since  fallen  by 
nearly  as  much  in  some  areas.  But 
while  these  policies  knock  speculators 
out  of  the  market,  they  do  little  to 
solve  the  long-term  problem  of  high- 
priced  land  in  Tokyo. 

The  goverpjnent  has  yet  to  address 
most  of  the  reasons  behind  high  land 
prices.  Tax  laws,  for  example,  still 
encourage  farming  in  urban  centers. 
With  little  tax  to  pay  on  undeveloped 
land  as  long  as  it  is  held — but  huge 
capital  gains  taxes  to  pay  if  it  is  sold — 
Japanese  tax  policy  is  a  major  obstacle 
to  more  efficient  land  use.  Bending  to 
the  wishes  of  big  companies,  last  De- 
cember the  government  failed  to 
change  tax  laws  that  encourage  land 
hoarding  and  hinder  supply. 

"This  is  a  temporary  solution,"  says 
James  Capel's  Tokumatsu  lida,  of  the 
Finance  Ministry's  attack  on  real  es- 
tate values.  "If  you  suddenly  tighten 
the  faucet  of  fiinds,  land  prices  will 
plunge,  but  this  has  nothing  to  do 
with  the  balance  of  supply  and  de- 
mand for  land."  Despite  the  bargains 
popping  up  now,  in  the  long  run  lida 
doesn't  expect  land  prices  in  Tokyo 
overall  to  fall  more  than  5%  to  10% 
from  last  year's  prices. 

There  is  much  drama  in  the  Japa- 
nese real  estate  game,  but  precious 
little  change.  ^ 
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Here. 


WeVe  pretty  conf  i 

How 


There  was  a  time  when  bold  individuals  etched  their  name  in  stone  on  buildings.  Bu  I 
ings  where  they  built  companies  around  a  unique  philosophy.  A  set  of  ideals.  A  drea 

Out  of  those  dreams  grew  some  of  the  greatest  creations  in  history  Creations  w 
identities  as  unique  as  the  individuals  who  gave  birth  to  them 

Fortunately,  in  today's  era  of  homogeneity  and  mass  production  with  no  soul,  a  feviffj 
these  distinct  entities  still  survive.  The  1991  Porsche  911  Carreras  are  the  living  embodimi 
of  one  such  enduring  story 

The  911  is  at  once  familiar  yet  still,  after  all  these  years,  idiosyncratic.  It  is  this  will 
divergence  from  the  ordinary  that  creates  its  very  identity;  from  the  famous  silhouette 
the  single-minded  function.  With  its  unmistakable  shape  and  timeless  design  derived  fn  Id 
Professor  Porsche's  first  sports  car,  it  maintains  to  this  day  the  same  race-inspired  princif 

Advanced  over  the  years  to  retain  what  is  sacred  conceptually  while  exploiting  r 
potential  technically  the  newest  911  Carreras  are  a  fascinating 
fusion  of  past,  present  and  future. 

The  six-cylinder  rear-engine  now  uses  a  re 
fined  design  and  sophisticated  electronic 
control  system  to  pump  out  247  hp. 
Brakes  are  race-developed,  in 
ternally  vented  massive 
discs  with  ABS 
A  totally  new 
suspension 
provides 
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about  our  identity, 
t  you? 


:|:eptional  control,  including  a  novel,  self-correcting  design  in  the  rear  for  hard  cornering. 
m  The  911  Carrera  4  brings  a  new  threshold  of  usable  power  and  control  to  sports  cars 
vth  electronic  all-wheel  drive.  Linking  a  computer  to  sensors,  it  monitors  traction  at  each 
V  leel  with  every  revolution.  Upon  sensing  any  spin,  it  directs  power  to  the  wheels  having 
rore  grip,  correcting  slip  usually  before  the  driver  is  even  aware  of  it. 
!  The  911  Carrera  2Tiptronic  widens  the  enjoyment  potential  with  theTiptronic  auto- 
atic  transmission.  Actually  a  dual-function  gearbox,  it  lets  you  choose  either  automatic 
,  clutchless  manual  shifting.  The  automatic  contains  five  shift  programs  or  "maps!' 
onstantly  monitoring  forward  and  lateral  acceleration,  throttle  action,  engine  speed  and 
hide  speed,  it  senses  how  aggressively  you  wish  to  drive  and  matches  its  shifting  style, 
jjusting  itself  every  30  to  100  milliseconds. 
If  you  are  part  of  the  small  circle  of  individuals  confident  enough  in  your  identity 
and  beliefs  to  express  them  openly,  then  you  will  appreciate  how  unwaveringly 
we  have  maintained  our  own  philosophy  while  continuously  refining  it. 
We  invite  you  to  test-drive  the  new  Carrera  models  at  your  authorized 
Porsche  dealer. 

At  a  glance,  you'll  see  the  shape  you've  always  known.  After 
15  minutes  on  the  road,  you'll  see  how  the  911 
continues  to  shape  sports  cars  around 

the  globe. 


People  who  dump  toxic  wastes  don't  get  lucrative 
contracts  to  clean  them  up— but  this  is  Wall  Street, 
where  Leon  Black  plans  to  earn  plenty  cleaning  up 
some  of  the  junk  he  helped  dump.on  investors. 

^  We  Ve  doing 
just  fine^' 


By  Phyllis  Berman  and  Roula  Khalaf 

Michael  Milken  is  heading  for  jail, 
but  what  of  his  close  associates  who 
played  major  parts  in  the  junk-fi- 
nanced takeover  orgy  for  which  the 
public  blames  Milken?  Many  are  liv- 
ing comfortably,  their  fortunes,  if  not 
their  reputations,  intact.  None  is  rid- 
ing higher  than  Leon  Black. 

At  the  age  of  just  39,  this  heavyset, 
carelessly  dressed  former  Drexel 
Burnham  investment  banker  has  em- 
barked on  a  second  career.  His  first 
career  involved  putting  together  le- 
veraged buyouts  and  junk-financed 
hostile  takeovers  at  Drexel  Burnham. 

Black  emerged  from  the  collapse  of 
Drexel  having  collected  upwards  of 
$50  million.  In  his  second  career,  he 
plans  to  get  rich  all  over  again  clean- 
ing up  the  kind  of  financial  messes  he 
helped  create.  Like  a  polluter  going 
into  the  pollution  cleanup  business. 
Black  does  bring  a  certain  knowhow 
to  bear  upon  the  subject. 

Playing  on  this  knowhow,  Leon 
Black  has  persuaded  the  French  gov- 
ernment-controlled bank,  Credit  Ly- 
onnais,  to  put  around  $1  billion  un- 
der his  management.  He  runs  and  has 
an  interest  in  two  fiinds  mainly  fi- 
nanced by  the  bank:  a  fiind  to  buy  into 
failed  or  failing  companies — through 
either  bonds  or  equity — and  another 
fiond  to  buy  only  discounted  junk 
bonds.  He  will  also  run  the  bank's 
investment  business  in  the  U.S. 

Wlien  the  junk  deals  were  at  their 
wildest  in  the  late  1980s,  Black  be- 
came co-head  of  Drexcl's  corporate 
finance  department.  He  was  aided  by 
Peter  Ackerman,  head  of  Internation- 
al Capital  Market  Services.  (Acker- 
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man  is  now  living  quietly  in  London, 
supposedly  writing  a  book.) 

As  the  junk  bond  deals  got  pricier 
and  pricier,  those  close  to  the  situa- 
tion say,  Drexel's  Michael  Milken  be- 
came alarmed.  He  was  also  fcarfiil  of 
the  rising  political  and  media  criticism 
of  hostile  takeovers,  which  he  knew 
would  make  it  harder  for  him  to  get  a 
sympathetic  hearing  in  court. 

As  Milken's  legal  troubles  mounted 
and  as  his  worries  about  overpriced 
deals  increased,  power  at  Drexel 
Burnham  shifi:cd  from  Milken's  Bev- 
erly Hills  trading  desk  to  New  York 
and  to  the  young  tigers  like  Black  and 
Ackerman. 

By  then  Black  was  a  veteran  in 
leveraged  buyouts.  In  1977,  when  he 
was  only  25,  he  came  to  Drexel  Burn- 
ham after  graduating  from  Harvard 
Business  School  and  putting  in  a  cou- 
ple of  months  at  Peat  Marwick.  His 
youth  and  inexperience  weren't  a 
drawback  in  those  days  at  Drexel, 
which  was  rewriting  ail  the  rules  of 
Wall  Street.  Not  much  older  than 
Black,  Michael  Milken  was  building  a 
highly  efficient  machine  for  manufac- 
turing and  distributing  junk  bonds. 
Black  was  the  chief  dealmaker  in  New 
York,  bringing  in  clients  and  helping 
to  put  together  the  leveraged  buyouts 
and  hostile  takeovers  that  Milken 
would  raise  money  to  finance. 

Leon  Black  grew  up  in  affluence  in 
Manhattan,  the  only  son  of  Eli  Black, 
a  self-made  financier  who  in  1970  had 
taken  control  of  the  once-mighty 
United  Fruit  Co.,  renamed  United 
Brands.  While  the  younger  Black  was 
at  business  school  in  1975,  his  father 


VI 


jumped  to  his  death  from  the  United 
Brands  offices  on  the  44th  floor  of  the 
Pan  Am  Building.  An  unsuccessftil 
merger  had  done  him  in. 

Whatever  his  motivation,  Leon 
Black  took  to  junk- bond  finance  like  a 
duck  to  water.  In  the  early  Eighties 
junk  bonds  had  been  used  mostly 
either  to  raise  money  for  small,  grow- 
ing firms  like  MCi,  Comdisco  and 
Golden  Nugget  or  to  finance  a  coterie 
of  Drexel  customers  like  Meshulam 
Riklis  and  Carl  Lindner,  who  would 
have  had  trouble  raising  money  from 
more  conventional  sources. 

Black  and  his  fellows  in  the  corpo- 
rate finance  department  reportedly 
saw  a  bigger  role  for  junk  bonds  and 
for  Drexel.  Why  not  use  junk  bonds  to 
finance  unfriendly  takeovers?  Inves- 
tors were  clamoring  to  buy  junk 
bonds,  and  they  had  the  advantage  of 
requiring  no  collateral  and  no  record 
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of  interest  coverage.  Using  junic 
bonds,  a  takeover  artist  could  offer  a 
price  high  enough  to  overwhelm  even 
the  most  unwilling  target. 

Black's  mentor,  Frederick  Joseph, 
who  was  then  head  of  corporate  fi- 
nance at  Drexel,  backed  the  idea. 
From  then  on  dealsters  with  little 
experience  at  running  big  business- 
es— like  Boone  Pickens  and  Ron  Per- 
elman  and  Nelson  Peltz  and  Carl 
Icahn — could  use  Drexel  money  to 
take  over  and  partly  break  up  almost 
any  company  in  America. 

Drexel's  foray  into  hostile  take- 
overs began  in  1984,  when  it  backed 
Boone  Pickens  in  his  takeover  bid  for 
Gulf  Corp.  From  1985  to  1989 
Drexel  earned  combined  profits  of  $  1 
billion  before  settlement  costs  and 
discontinued  operations. 

Drexehtes  and  clients  from  that  pe-. 
riod  credit  young  Leon  Black  with 


liam  Farley 
The  biggest  deal  Black 
put  together  for  his 
long-term  client  is  in 
trouble.  So  why  has  he 
gone  back  for  more? 


Ex-Drexelite  Leon  Black 
Thanks  to  French 
money,  he'll  have  a 
second  career  straight- 
ening out  messes  like 
Farley's  West  Point- 
Pepperell. 


some  of  Drexefs  most  innovative 
techniques.  (As  it  turned  out,  these 
techniques  ultimately  burned  inves- 
tors badly.)  It  was  Black's  idea  in  1984 
to  use  zero  coupon  bonds  for  the  first 
time  to  restructure  the  $1.4  billion 
Metromedia  leveraged  buyout  led  by 
John  Kluge. 

That  same  year  Black  came  up  with 
the  notion  of  the  "highly  confident 
letter,"  a  device  that  enabled  Drexel's 
takeover  clients  to  make  offers  with- 
out actually  having  raised  the  money 
to  pay  for  the  deals.  This  was  first  used 
by  Drexel  to  back  Carl  Icahn  in  his 
tender  offer  for  Phillips  Petroleum. 

Now  Leon  Black  makes  no  apolo- 
gies for  his  deals  done  in  the  late 
1980s  at  Drexel  nor  for  the  losses 
investors  suffered  in  such  bad  deals  as 
IPS  Textile  and  Memorex  Telex.  In 
fact,  he  claims  he  brought  in  more 
clients  than  anyone  else  and  generated 


$1.3  billion  in  revenue  for  the  firm 
over  a  ten-year  period.  He  also  claims 
he  had  fewer  problem  deals  than  any- 
one else  at  Drexel.  His  annual  com- 
pensation was  relatively  modest  by 
Drexel  standards.  In  his  last  three 
years  he  made  under  $200,000  in 
annual  salary  and  a  mere  $30  million 
in  bonuses.  But  Black  was  allowed  to 
invest  in  the  partnerships  that  re- 
ceived the  warrants  Drexel  often  de- 
manded as  the  price  of  doing  deals. 

After  Milken's  official  separation 
from  Drexel  in  early  1989,  Black  and 
Ackerman  clashed  frequently  with 
Milken's  old  colleagues  on  the  West 
Coast,  who  thought  some  of  New 
York's  deals  were  just  too  rich  and  the 
bonds  unsalable.  Sometimes  the  trad- 
ers won.  In  1989,  Black  says,  he  asked 
the  traders  to  sell  $300  million  worth 
of  secured  notes  for  twa,  but  they  said 
it  couldn't  be  done.  Later  Icahn  took 
it  to  Merrill  Lynch  and  it  was  oversub- 
scribed. Black  forgets  to  add  that  the 
TWA  notes  are  now  trading  at  40  cents 
on  the  dollar. 

Black's  interests  in  some  Drexcl- 
affiliated  partnerships  and  his  1989 
bonus  could  be  subject  to  a  variety  of 
claims,  but  Black  isn't  looking  back. 
When  criticized,  he  gets  defensive, 
acting  as  if  all  his  deals  were  great 
except  for  one  that  might  be  rated  a 
C-.  Black  is  being  kind  to  himself 
What  he  thinks  of  as  a  C-  was  more 
like  a  big  fat  F:  the  vastly  overpriced 
takeover  of  West  Point-Pcpperell  by 
William  Farley. 

West  Point  was  a  perfect  example  of 
what  Milken  was  cautioning  against 
in  his  last  days  at  Drexel:  deals  so 
overpriced  that  there  was  only  a  slim 
hope  the  resulting  debt  could  be  car- 
ried from  either  cash  flow  or  asset 
sales.  Black's  longtime  client,  William 
Farley,  paid  $3  billion  (including  as- 
sumed liabilities)  for  West  Point- Pep- 
perell,  13  times  cash  flow.  That's  a 
rich  price  for  a  cyclical  company. 

Of  course  not  every  buyout  that 
looks  overpriced  is  overpriced:  Some- 
times there  are  obvious  cost  savings 
that  can  be  made  or  undervalued  as- 
sets that  can  be  sold  for  a  big  profit. 
But  West  Point  was  a  magnificently 
run  company  with  few  undervalued 
assets.  Farley,  with  Black's  encourage- 
ment, overpaid.  The  deal  was  doomed 
from  the  start.  Today  Bill  Farley  is 
close  to  losing  the  $200  million  in 
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WHO  HAS 
IM  THOUSAND 

OF  THE 

BEST  TRAINED 
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INSURANCE? 
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No  contest:  The  Equitable.  We  lead  the  life  insurance  industry  in  agents 
who  are  Registered  Representatives  licensed  to  sell  both  securities  products 
and  insurance. 

The  Equitable  is  first  as  well  in  CLUs  (Chartered  Life  Underwriters). 
And  first  in  ChFCs  (Chartered  Financial  Consultants).  These  are  the  two  most 
prestigious  designations  an  agent  can  earn. 

This  commitment  to  professionalism  and  training  is  what  keeps  us  so  well 
abreast  of  client  needs  in  today's  complex  market.  It's  one  of  the  key  reasons  The 
Equitable  has  grown  to  be  one  of  the  top  life  insurance  companies  in  America. 

And  with  over  $400  billion  of  direct  coverage  on  the  books  of  our  insurance 
companies,  and  growing,  it's  a  commitment  we  aren't  about  to  change. 

To  learn  more  about  the  strength  of  our  numbers,  please  write  to  Richard 
H.  Jenrette,  Chairman  and  CEO,  or  Joseph  J.  Melone,  President  and  COO,  at 
The  Equitable,  787  Seventh  Avenue,  Dept.  A,  New  York,  NY  10019. 

THE 


EQUITABLE 


STRENGTH  IN  NUMBERS 


330191  ©  1991  The  Equitable  Life  Assurance  Society  of  the  United  States,  NY.  NY  10019. 
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Leon  Black 


equity  capital  he  put  into  the  deal  and 
the  junkholders  are  way  underwater. 
Farley  is  fighting  to  avoid  bankrupt- 
cy. Late  last  month  Farley  missed  a 
payment  on  his  Farley  Inc.  bonds,  the 
war  chest  raised  by  Drexel  in  1988 
and  used  in  the  acquisition. 

An  ex-Drexel  bond  salesman  claims 
the  traders  warned  Black  against  the 
West  Point-Pepperell  deal:  "They 
told  Black  in  a  screaming  match  that 
the  market  doesn't  want  to  buy  West 
Point.  Black  replied:  'Since  Mike  left, 
you're  all  lousy  salesmen.'  "  At  Drcx- 
cl's  bankruptcy  the  firm  still  held 
$254  million  of  West  Pomt  payment- 
in-kind  bonds  in  its  inxentor}'. 

Black  counts  the  Kohlberg  Kravis 
Roberts  leyeraged  buyout  of  RJR  Na- 
bisco for  $26  billion  as  one  of  his  A  -I- 
dcals.  A  tough  grader  might  scale  this 
down  to  a  C-.  The  fact  is  that  kkr  has 
had  to  inject  $1.7  billion  in  additional 
equity  into  the  deal.  Had  the  deal 
been  structured  with  more  cquit\' — 
and  less  greed — in  the  first  place,  the 
costly  and  humiliating  restructuring 
could  hayc  been  avoided. 

Exxon  would  be  unlikely  to  put 
Captain  Joseph  Hazelwood  in  charge 
of  cleaning  up  the  Alaskan  oil  spill. 
But  Wall  Street  is  different.  No  sur- 
prise, then,  that  Black's  first  major 
effort  with  French  money  involved 
recapitalizing  Bill  Farley's  textile  em- 
pire. Last  August  a  Black  outfit  put  up 
$43  million  for  a  6.1%  stake  in  Far- 
ley's Fruit  of  the  Loom.  Having  en- 
couraged Farley  in  a  deal  that  almost 
broke  the  Chicagoan,  Black  now  of- 
fers to  bail  him  out — at  a  price  that 
might  eventually  include  control  of 
,the  entire  operation. 

What  next?  Black  says  he's  dabbling 
in  12  distressed  properties.  According 
to  the  rumor  mill,  they  include  Har- 
court  Brace  and  Eastern  Air  Lines. 

Will  Credit  Lyonnais  have  better 
luck  with  Leon  Black  than  a  lot  of 
investors  did?  That  remains  to  be 
seen,  but  one  former  Drexel  employee 
tells  how  a  friend  ran  into  Black's  wife, 
Debra,  on  Park  Avenue  just  days  after 
Drexel  declared  bankruptcy.  "How 
are  you  doing?"  the  friend,  in  all 
innocence,  asked  her.  "What  do  you 
mean,"  snapped  Debra  Black,  taken 
aback  by  a  question  that  seemed  to 
imply  that  her  husband  had  gone 
down  with  the  Drexel  ship.  "We're 
doing  just  fine."  They  sure  are.      tM 
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What  do  Anthony  Luiso  and  Archer  Daniels 
Midland  see  in  reconstituted 
International  Multifoods? 

Bumtos, 
anyone  .^ 


By  Steve  Weiner 

Last  year  Archer  Daniels  Midland 
Co.,  the  powerful  food  processing 
outfit,  raised  its  stake  in  International 
Multifoods  Corp.  to  9.4%,  and 
would  ha\'e  bought  more  were  it  not 
for  a  toughened  poison  pill.  Archer 
Daniels  paid  around  $36  million,  an 
average  of  nearly  $30  per  share — a 
surprising  bargain. 

Why  should  anyone  want  Multi- 
foods?  It's  a  big  company — $2.1  bil- 
lion in  revenues — but  not  immensely 
profitable,  well  known  or  easily 
understood. 

Founded  way  back  in  1892  as  a 
grain  miller,  Minneapolis-based  Mul- 
tifoods failed  to  build  consumer 
brands  to  match  those  of  larger  local 
rivals  such  as  General  Mills  and  Pills- 
bury.  Its  best  brands  were  minor  and 
slow  growing:  Robin  Hood  flour, 
Smokecraft  jerky,  Kaukauna  cheese 
and  Kretschmer  wheat  by-products. 
Its  best  business,  erratic  because  of 
currency  fluctuations,  was  in  flour 
and  cereal  in  Venezuela. 

How  to  grow?  Multifoods  mostly 


dropped  grocery-store  foods  and 
plunged  into  food  service — the  busi- 
ness of  making  and  distributing  food 
for  restaurants,  delicatessens,  bakeries 
and  the  like.  Since  1984,  Multifoods 
has  shed  20  operations,  including  its 
flour-milling  business,  restaurants 
and  consumer  brand  products,  and 
replaced  them  with  20  that  make  and 
distribute  niche  and  specialty  foods. 

For  example.  International  Multi- 
foods  has  become  the  largest  maker  of 
surimi — a  paste  derived  from  pollock 
that's  made  into  such  things  as  fake, 
pink-tinged  crab.  It's  also  now  num- 
ber one  in  selling  frozen  Italian  and 
Mexican  entrees  to  restaurants  (pro- 
ducing, for  example,  I  million  burri- 
tosaday). 

As  a  distributor,  Multifoods  has 
not  challenged  the  mass  purveyors 
such  as  Kraft  Foodservice,  a  unit  of 
Philip  Morris  Cos.,  or  Sysco  Corp. 
Instead,  Multifoods  is  the  U.S.'  larg- 
est distributor  of  vending-machine 
food  and  the  second-largest  supplier 
of  consumables — from  food  to  nap- 


Niche  nosh 
Multifoods  makes 
specialty  foods,  like 
fake  crab,  burritos, 
cakes,  and  all  sorts  ol 
finger  foods  for 
the  trade. 
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When  ROLM  sent  John  Axselle 
•ack  to  school,  he  asked  questions  that  got 
a  whole  campus  talking. 


When  ROLM'sales  rep  John  Axselle  arrived  atVirginiaTech, 
he  knew  he  was  in  for  a  lot  of  homework. 

His  assignment?  To  design  an  integrated  voice  and  data 
system  linking  three  facilities:  the  library,  the  mainframe 
computer  center  and  a  campus-wide  system  of  PCs. 

As  could  be  expected  of  one  of  America's  leading  re- 
search institutions,  the  solution  began  with  questions.  John 
asked  a  lot  of  them,  and,  in  conjunction  with  Virginia  Tech's 
Communications  Resources  Department,  was  able  to 
uncover  the  telecommunications  needs  of  the 


university's  entire  28,000  member  academic  community. 

From  the  multitude  of  questions  came  a  singular 
answer.  The  ROLM  9751,  which  integrated  three  separate 
entities  into  one  powerful  learning  tool. 

Soon,  students  were  able  to  access  library  research 
materials  from  personal  computers  in  their  dorm  rooms. 
Professors  and  students  alike  were  conducting  electronic 
bull  sessions  with  their  counterparts  around  campus  and 
around  the  world.  And  one  day,  students  will  be  able  to  take  a 
morning  class  at  the  Sorbonne  and  attend  an  afternoon  lec- 
ture at  Oxford.  All  without  leaving  campus.  And  all  thanks 
to  the  ROLM  9751. 

Could  John  Axselle  have  sold  a  system  without  all  of  his 
questions?  Probably.  It's  done  every  day.  Could  he  have  helped 
design  a  system  specifically  matched  to  the  campus-wide 
needs  of  Virginia  Tech?  Definitely  not.  And  that's  a  lesson 
that  shouldn't  be  lost  on  you  the  next  time  you're  considering 
a  telecommunications  company. 

For  more  information,  call  ROLM  at  1-800-624-8999 


ext.  235,  or  your  authorized  ROLM  Business  Partner. 

An  IBM  and  Siemens  Company 

We  ask  better  questions.  You  get  better  answers. 


)  HOLM  ,i  a  rtuntered  trademark  of  HOI  M  Syslems  ©  1990  HOI  M  Com 
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.  feWitphes.  Each  one  individually 
,esigned  to  perform  unique  and  critical 
functions  in  space,  on  the  earth's  surface  or  far 
under  the  sea. 

So  you'll  find  them  in  aircraft  and 
submarines— and  in  between— on  computers, 
power  tools,  medical  and  test  equipment, 
industrial  machines,  ships,  cars,  trucks. . . . 
—r      Because  Eaton  is  one  of  the  world's 
targest  manufacturers  of  switches. 

Making  custom  switches  for  a  world  of 
applications— each  with  distinct  environmental 
challenges— is  one  thing  that  sets  Eaton  apart. 
Reaching  beyond  conventional  solutions  is 
another 

At  Eaton,  we^re  a  part  of  your  team. 
Solving  today's  problems.  Anticipating 
tomorrow's  needs. 
ML      We  do  more  than  make  parts 

We  manufacture  solutions. 
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Multifoods  Chairman  and  Chief  Executive  Anthony  Luiso 
"I  dont  plan  to  leave  a  million  dollars 
on  the  table." 


kins — to  pizza  restaurants.  In  all  of 
Multifoods'  niches,  the  competition  is 
fragmented  among  dozens  or  hun- 
dreds of  small  operators  in  both  man- 
ufacturing and  distribution. 

Multifoods'  new  businesses  have 
been  growing  rapidly.  Vendors  Sup- 
ply of  America,  Multifoods'  distribu- 
tor of  vending-machine  products,  is 
the  only  national  chain  in  its  industry. 
As  such,  it  can  pass  on  bulk-buying 
discounts.  Even  a  quarter-cent  per 
package  of  potato  chips  is  worthwhile 
at  the  huge  quantities  involved,  vsa's 
sales  rose  about  1 1%  in  1990,  double 
the  industry  rate. 

By  its  nature,  food  distribution  is  a 
low-margin  business.  It  can  achieve 
high  levels  of  profitability  only 
through  large  volume  and  tight  cost 
controls.  Consider  the  example  of 
Pueringer  Distributing,  a  pizza-sup- 
ply house  that  Multifoods  acquired  in 
October  1987.  Pueringer  has  been 
unprofitable  for  much  of  the  time 


since  the  acquisition.  But  Multifoods 
has  been  squeezing  its  costs:  Distribu- 
tion was  computerized,  cutting 
700,000  truck  miles  annually.  A  $500 
minimum  order  eliminated  costly 
small-order  stops.  New  trucks  im- 
proved fuel  consumption.  Sales  were 
shifted  into  higher-margin,  private 
label  staples  like  tomato  sauce  and 
cheese.  Recently  Pueringer  moved 
into  the  black. 

That  kind  of  improvement  was  ex- 
actly what  Archer  Daniels  expected 
when  it  invested  in  International  Mul- 
tifoods. And  it's  exactly  what  Antho- 
ny Luiso,  Multifoods'  chairman  and 
chief  executive  officer  for  the  last  18 
months,  needs  to  win  a  bold  bet. 
Luiso — formerly  president  of  Be- 
atrice Cos.'  U.S.  foods  division — 
gave  up  cash  compensation  equal  to 
$1  million  over  five  years  in  exchange 
for  options  to  buy  about  153,000 
shares  of  Multifoods  common  at 
32%,    the    market    price    when    he 


signed  the  unusual  agreement.' 

"I  did  it  to  send  a  strong  message 
that  I  put  my  money  where  my  mouth 
is,"  savs  Luiso,  47,  who  still  earns 
around  $300,000  a  year.  "Frankly,  I 
did  not  do  this  with  the  thought  of 
leaving  a  million  on  the  table." 

For  Luiso  merely  to  break  even  on 
the  bet,  Multifoods'  stock  must  rise  to 
a  new  high  of  over  40  a  share  and  stay 
there.  Riding  the  recent  bull  market, 
it  has  alrcadv  surged  to  39. 

With  no  extraordinary  gains  or 
losses  to  report  for  the  first  time  in 
years,  Multifoods'  net  income  should 
finish  the  1991  fiscal  vear,  ended  Feb. 
28,  up  better  than  35%,  to  $35  mil- 
lion, or  $2.70  a  share.  Return  on 
equit}',  a  miserable  8.5%  in  fiscal 
1990,  is  up  to  over  11%  now.  But  this 
could  be  just  a  start.  Anthony  Luiso, 
with  Archer  Daniels  along  for  the 
ride,  is  determined  to  use  niche  mar- 
keting to  build  Multifoods  into  a  first- 
line  company.  ■■ 
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Into  my  own  car.*' 

Joyce  Alexandrou,  Engine  Tester, 
If^d  Employee  for  16  year$««  ^ 
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Profile  in  Quality 
#31:  Dedication.^ 

Joyce  Alexondrou    ? 
demands  excellent 
performance  from  our        , 
overhead  cam  V-8 
engine,  because  she 
knows  that  a  quality  i 

car  starts  with  a  quality    ^ 
engine.  ""_"~^ — ■ 

Joyce  is  one  of 
over  366,000  Ford    _ 


employees  worldwide 
who  are  committed  to 
making  quality  Job  1. 

Our  goal  is  to  build 
the  highest  quality 

cars  and  trucks^ - 

in  the  world.    C  i. 


Buckle  up -Together  we  can  save  lives. 


FORD,  MERCURY  LINCOLN,  FORD  TRI 


Suffering  an  on-the-job  injury  that  i<eeps 
someone  away  from  work— and  away  from  a 
paycheci<  — is  difficult  enough. 

Waiting  weeks,  or  even  months,  for  fair 
income  replacement  is  nothing  short  of 
inexcusable. 

Which  is  exactly  why  the  Workers  Compen- 
sation System  was  created. 

It's  a  system  that,  for  I'd  years,  has  been  ded- 
icated to  getting  injured  workers  their  income 
benefits  in  a  fast,  no-fault,  no-hassle  way. 
The  Bad  News 

Unfortunately,  there  are  problems  with 
Workers  Compensation  in  some  states.  Serious 
problems  that  are  spreading  to  other  states. 

Unnecessary  litigation  and  underfunded, 
understaffed,  state-administered  agencies  are 
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to 
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slowing  down  the  entire  process.  On  top  of 
that,  in  some  states  minor  injuries  are  over- 
compensated  and  major  injuries  are  under- 
compensated. 

The  Good  News 

In  some  states.  Workers  Compensation 
works  without  a  hitch.  Workers  are  compensa 
quickly,  and  fairly. 

But  to  bring  that  same  quickness  and  fair- 
ness to  the  troubled  states  today  and  to 
strengthen  all  systems  for  tomorrow,  we  have  t  s« 
promote  change.  A  few  examples: 

Simpler  procedures,  better  communicatic  ou 
of  rights  and  benefits,  plus  teamwork  between 
doctors,  employers  and  state  regulatory  agenci  str 
would  do  wonders  for  the  individual  systems 

So  would  agency-sponsored  toll-free  num  ^ 


)  Liberty  Mutual  Insurance  Group/Boston,  1990 


Help  Strengthen  Workers  Compensatio 
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I  jiured  Workers  Don^t  Have  To  Rely  On  This* 


;  for  injured  workers  to  inquire  about  their 
)me  benefits.  And  consumer  brochures  out- 
ng  specific  workers' rights. 

Ideally,  alternative  methods  for  resolving 
timate  disputes  should  be  adopted  —  short  of 
ig  to  court.  This  would  allow  for  quicker 
plution  of  those  disputes  and  faster  income 
lief  its. 

It's  Up  To  All  Of  Us 

To  charge  ahead  and  implement  ideas  like 
se,  you  can  do  one  of  two  things  to  help. 

.  One:  Be  aware.  Find  out  what's  happening 
'our  state,  how  you're  affected,  and  what  you 
.  do.  Talk  to  your  insurance  company  or  busi- 
s  trade  association. 

Or  two:  Share  your  views  by  writing  to 
ry  Countryman,  President  and  CEO  of 


Liberty  Mutual,  175  Berkeley  Street,  Boston,  MA 
02117.  We'll  help  you  get  in  touch  with  people  in 
your  state  who  can  help. 

Workers  Compensation  is  too  valuable 
to  neglect.  It  provides  quality  medical  and  re- 
habilitative care.  Delivers  income  benefits  with 
fairness  and  swiftness.  And  offers  cost  stability 
to  employers. 

Remember,  Workers  Compensation  was  de- 
signed to  give  American  workers  a  solid  system 
they  could  rely  on. 

Let's  make  sure  they  always  can. 


LIBERTY 
MUTUAL 


! 


ecause  When  A  Worker  Has  An  Accident,  Everybody  Gets  Hurt. 
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Stadium  manager  Ed  Snider's  secret:  Leave  plenty  of 
money  on  the  table  for  the  cities  that  own  the  facilities. 

The  highest 
Flyer 

By  Christopher  Pahneri 


In  the  trivia  file  of  many  Philadel- 
phia Fivers  fans  reposes  the  fact  that 
the  roof  of  the  Philadelphia  Spectrum 
blew  off  in  1967,  midway  through  the 
hockey  team's  first  season.  Soon  after, 
the  Spectrum  went  bankrupt. 

Those  two  back-to-back  fiascoes 
proved  to  be  the  beginning  of  a  beau- 
tiful business  for  Edwarci  Snider,  the 
voung  owner  of  the  Fivers  club.  Only 
34  at  the  time.  Snider  con\'inced  the 
citv  to  gi\'e  him  a  50-vear  lease  and  to 
let  him  manage  the  building  his  way. 

hi  the  )'ears  since,  that  deal  has 
benefited  both  parties  handsomely. 
Todav  the  Spectrum  is  the  nation's 


busiest  arena,  with  300  events  a  year, 
and  it  generates  some  $8  million  in 
taxes  and  additional  rexenucs  a  \'ear 
for  the  citv.  But  it  is  onh'  one  lucratixe 
part  of  Spectacor  hic,  Snider's  $160 
million  (revenues)  prixately  owned 
holding  company.  One  of  its  off- 
spring, Spectacor  Management 
Group,  has  become  the  world's  larg- 
est manager  of  stadiums,  arenas  and 
con\ention  centers.  Among  the  26 
facilities  manageci  by  smg  in  the  U.S. 
are  the  Los  Angeles  Coliseum  and  the 
Nassau  Coliseum  on  Long  Island. 
Abroad,  smg  manages  the  World  Cup 
Soccer  stadium  in  Torino,  Ital\',  and  is 


negotiating  for  stadium  contracts  in 
London  and  Leningrad. 

Building  on  Snider's  experience  in 
Philadelphia,  the  group  now  signs 
management  contracts  that  give  it  a 
base  salary  plus  a  cut  of  any  net  in- 
come it  can  generate  for  the  local 
government  landlords.  Thus  private 
manager  and  public  landlord  find 
themselves  pulling  on  the  same  oar. 
At  the  New  Orleans  Superdome,  SMG 
cut  the  patronage- bloated  payroll  by 
56%.  In  Pittsburgh,  the  management 
group  was  able  to  save  the  city 
$200,000  a  year  simply  by  insuring 
Three  Rivers  Stadium  at  the  bulk  rate 
that  SMG  commands. 

Snider,  now  58,  grew  up  in  Wash- 
ington, D.C.  rooting  for  football's 
Washington  Redskins  and  the  Wash- 
ington Capitols,  then  a  basketball 
team.  After  a  brief  stint  as  a  wholesale 
record  distributor.  Snider  used  his 
Uni\'ersit}'  of  Mar)'land  accounting 
degree  to  land  a  job  with  local  real 
estate  developer  Jerr)'  Wolman  in 
1963.  Wolman  had  just  bought  the 
Philadelphia  Eagles  football  team  and 
three  years  later  would  build  the  Spec- 
trum. At  age  3 1 ,  Snider  found  himself 
executive  vice  president  of  the  Ea- 


Spectacor  founder 
Edward  Snider 
He  built  a  single 
professional 
hockey  franchise 
into  a  $160  mil- 
lion empire,  the 
world's  largest 
manager  of 
sports  arenas. 
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I  Whenever  your  business  tates  y3u, 
with  Alamo,  all  the  miles  are  nee. 


There's  only  one  place  you  can  do  business  in  Imlay,  Nevada.  At  The  Village  Store  you  can  buy  a  quart  of  milk,  a  dozen  eggs,  or 
a  box  of  live  bait.  You  can  rent  an  old  movie,  make  a  copy  of  your  resume,  or  just  sit  out  front  and  watch  the  world  go  by 


The  last  thing  you  want 
to  do  when  you're  on 
the  road  is  spend  a  lot 
of  time  renting  a  car. 
Why  not  join  Alamo 
Express?  The  fastest 
and  easiest  way  to 
rent  and  return  an  Alamo  car. 


Alamo 


If  you  have  business  in  Houston,  we 
can  help  you  get  there.  But,  while  we  do 
have  110  locations,  they  are  limited 
tojust  one  planet. 


I've  probably 

I  a  cheese  shop 

;  looks  like  cheese 

I  hot  dog  stand  that 
;  like  a  hot  dog.  This  place 
is  in  the  Los  Angeles  sub- 
urb of  Westminster  Isn't 
the  architecture  of  Southern 
California  special? 


Alamo 

Rent  A  Car 


Where  all  the  miles 
are  free™ 


Alamo  features  fine  General  Motors  cars  like  this  Cadillac  Seville. 

All  with  unlimited  free  mileage,  every  day  at  every  one  of  our  110  locations  in  the  U.S.  and  Great  Britain. 

For  reservations  call  your  Professional  Travel  Agent  or  call  Alamo  directly  at  1-800-GO-ALAMO. 


®1991.  Alamo  Rent  A  Car.  Inc. 
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gles — with  a  ringside  seat  to  the  intri- 
cacies of  professional  sports  and  real 
estate  finances. 

Snider  was  not  cut  out  to  work  very 
long  for  others.  After  noticing  people 
camping  outside  the  Boston  Garden 
one  night  to  get  tickets  to  the  next 
night's  hockey  game,  he  started  look- 
ing into  the  possibility  of  developing 
a  National  Hockey  League  franchise 
for  himself  After  canvassing  virtually 
every  Philadelphia  bank,  he  finally  hit 
pay  dirt  at  Girard  Trust,  where  the  top 
officers  turned  out  to  be  hockey  fans 
from  Boston.  Snider  got  the  $1.5 
million  he  needed  to  launch  the  Flyers 
in  1967.  Then  the  roof  blew  off, 
Wolman  got  into  financial  trouble, 
and  Snider  got  into  the  business  of 
stadium  management. 

Snidcr's  also  a  developer.  Last  year 
he  signed  his  biggest  deal  yet:  a  $200 
million  renovation  of  the  Los  Angeles 
Coliseum,  which  he  also  manages. 
Snider  is  adopting  an  idea  originated 
by  Miami  Dolphins  owner  Joe  Rob- 
bie: the  sale  of  so-called  premium 
seating.  Snider  plans  to  construct  and 
market  15,000  "club  scats,"  which 
will  be  in  a  special  section  with  its  own 
concourse  and  waitresses  who  take 


drink  orders  and  bring  programs.  The 
seats  could  cost  $3,000  each  for  the 
season,  and  include  admission  to  all 
events  at  the  facilitv'.  In  addition, 
Snider  plans  to  lease  300  luxurv  suites 
for  around  $100,000  a  year  each. 

Together,  the  club  seats  and  the 
suites  could  bring  in  as  much  as  $75 
million  a  year  in  revenues.  This  mon- 
ey would  be  shared  among  the  team 
owners  (including  Los  Angeles  Raid- 
ers owner  Al  Davis),  the  local  govern- 
ments and  SMG.  Assuming,  that  is,  the 
high-priced  seats  move. 

To  build  demand,  SMG  has  been 
aggressively  booking  lots  of  concerts 
and  events — including  Hispanic 
dances  and  Spanish-language  car 
shows — betu'een  games.  To  reduce 
overhead,  the  management  group 
uses  its  nationwide  presence  to  nego- 
tiate tougher  deals  with  vendors. 
Tighter  cost  controls  have  enabled 
Spcctacor's  management  to  pay  Coli- 
seum workers  more  than  they  were 
making  as  citv  employees. 

Snider  has  ample  room  to  expand. 
Only  15%  of  the  nation's  sports  are- 
nas, stadiums  and  civic  centers  arc 
privately  managed.  Consultants  at  Ar- 
thur D.  Little  figure  that  percentage 


will  grow  to  45%  by  the  end  of  the 
decade.  To  help  raise  expansion  capi- 
tal. Snider  has  taken  in  some  powerfial 
partners:  ARA  Group,  the  nation's 
largest  caterer  and  stadium  conces- 
sioner, and  Chicago's  Pritzker  family; 
each  owns  a  third  of  SMG. 

With  the  success  of  Spectacor  and 
the  sale  over  the  years  of  his  various 
sports  broadcasting  interests.  Snider 
has  accumulated  serious  personal 
wealth.  His  90%  ownership  of  the 
Flyers,  and  other  businesses  including 
a  local  radio  station,  a  film  company 
and  a  chain  of  sporting  goods  stores, 
gives  him  an  estimated  net  worth  of 
around  $150  million. 

But  Snider  remains  first  and  fore- 
most a  fen'id  Flyers  fan.  He  has  in- 
vested heavily  in  a  quality  farm  system 
to  grow  good  young  players,  an  expe- 
rienced back-office  staff  and  the  high- 
est marketing  budget  in  the  league. 
The  Flyers  have  won  two  Stanley 
Cups  and  have  the  league's  third-best 
record,  behind  the  Montreal  Cana- 
diens  and  the  Edmonton  Oilers. 
"Winning  the  Stanley  Cup,"  says 
Snider,  earnestly,  "was  the  most  excit- 
ing achievement  of  my  business 
career."  ^M 
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Fisher  Isr.ANU  will  do. 


Once  the  winter  estate  of  William  and 
Rosamund  Vandcrbik,  Fisher  Island  is  216 
exquisite  acres,  minutes  from  the  gleaming 
Miami  skyline.  With  residences  from 
iS 500,000  to  5&7.4iiillion,  it  has  become  one 
of  the  worlds  most  desirable  communities. 

Fisher  Islanft^ffers  golf,  tennis,  an 
international  spa,  marinas,  fine  and^ 
dining,  dinner  theater,  an  Atlantic  bea< 
:^U^ft*>^!alfeled  secufity. ""I  ' 
^^%s|)|||sland,  Dept.  C 
Ti^isl^d;  Florida  33109 
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The  Koss  twins  knew  they  had  a  hit  with  their 
organic  baby  food  when  Beech-Nut  wanted 
in  on  the  action. 

Brown  nee  for 
babies 


By  Mary  Beth  Grover 

What  could  be  more  natural,  as  ma- 
turing flower  children  and  the  Eight- 
ies generation  reproduce,  than  organ- 
ic baby  food?  And  who  better  quali- 
fied to  build  a  company  around  the 
idea  than  Arnold  and  Ronald  Koss, 
39-year-old  twins  in  Middlebury, 
Vt.  ?  A  few  years  ago  Arnie  Koss  was 
making  handcrafted  Shaker-style 
brooms;  Ron  was  a  social  worker.  But 
Arnie  had  also  dabbled  in  natural  food 
stores.  Young  mothers  would  come  in 
asking  for  natural  baby  foods,  and 
there  weren't  any.  "Everyone  was  be- 


ginning to  eat  well,"  says  Arnie,  "ex- 
cept our  babies." 

Four  years  ago  the  Kosses  started 
their  company.  Earth's  Best,  Inc.,  to 
capitalize  on  the  lack.  Since  then 
they've  created  a  new  brand  and  built 
revenues  to  $10  million.  Earth's  Best 
says  it  is  now  the  nation's  fourth- 
largest  baby  food  company,  behind 
giant  Gerber  Products  Co.,  Ralston 
Purina  Co.'s  Beech-Nut  line  and  H.J. 
Heinz  Co. 

Gerber,  with  70%  of  market  share, 
professes  to  be  unconcerned  by  the 


new  kids  on  the  block.  Organics? 
"Just  a  marketing  ploy,"  sniffs  a 
spokesman.  But  Beech-Nut  is  taking 
the  niche  much  more  seriously  and 
has  just  introduced  Special  Harvest, 
an  organic  line  of  its  own.  "It  rein- 
forces the  validity  of  what  we're 
doing,"  says  Arnie  Koss. 

To  start  the  business,  the  brothers 
raised  and  spent  $200,000  in  seed 
capital — half  in  convertible  deben- 
tures sold  to  a  Boston-based  venture 
capitalist,  the  rest  from  various  pri- 
vate individuals — researching  and  de- 
veloping the  product  line.  "My  7- 
year-old  was  definitely  experimented 
on  quite  heavily,"  says  Ron.  An  addi- 
tional $900,000,  in  equity  and  debt, 
was  needed  to  get  the  plant  off  the 
ground.  It  began  production  in  De- 
cember 1987.  Arnie  handled  finance 
and  sales.  Ron  ran  operations  and 
product  development. 

Today  the  plant  makes  about  3,000 
cases  a  day  of  baby  food  with  names 
like  Peas  with  Brown  Rice,  Sweet 
Potatoes  and  Peaches,  Oatmeal  &  Ba- 
nanas. All  the  produce  is  grown  on 
land  where  synthetic  pesticides 
haven't  been  used  for  at  least  three 
years.  By  1992  this  will  become  the 


This  projtct  IS  fegis'teredwth  the'Ndw>fsey  Real  EscateGj 

Registration  docs  not  constitute  an  endorsement  of  the  merits  or  value  of  the  pfojea.  Obtain  and 
read  the  New  Jersey  Public  Offering  statement  before  signing  anything  This  is  not  an  offering  to 
any  person  in  anv  state  where  such  offering  may  not  be  lawfully  made.  Equal  Housing  Opportunity 


Earth's  Best's  twins, 
Arnie  and  Ron  Koss 
Inspired  by  the 
growth  in  natural 
foods,  they 
turned  $200,000 
into  a  $10  mil- 
lion organic  baby 
food  company. 


Marketing  aids 
Targeting  new 
mothers.  Earth's 
Best  sends  out  a 
bib  for  babies 
and  a  newsletter 
for  moms. 


new  federal  standard  to  certify  some- 
thing as  "organically  grown."  Even 
bananas  from  Mexico  are  organically 
grown  for  Earth's  Best. 

Earth's  Best's  volume  is  still  low, 
but  not  so  its  prices.  Earth's  Best 
products  retail  for  about  59  cents  a 
jar,  20  cents  more  than  the  leading 
brands.  Retailers  such  as  Vons  and 
Grand  Union  like  the  line,  since  they 
can  make  much  more  than  from  the 
razor-thin  margins  on  traditional 
baby  fare.  This  has  helped  the  Koss 
boys  win  shelf  space  in  about  6,000 
stores  nationwide.  Arnie  Koss  says 
Earth's  Best  now  has  up  to  12%  of  the 
overall  baby  food  market  where  sold, 
up  from  7%  a  year  ago.  Sales  have 
more  than  doubled  every  year. 


The  Kosses  have  accomplished  all 
this  without  television  advertising. 
Instead,  they  spend  a  modest  $2  mil- 
lion a  year  on  a  highly  targeted  direct- 
mail  campaign  to  new  mothers. 
Earth's  Best's  spokeswoman  is  Nancy 
Poland,  who  is  also  a  noted  specialist 
in  child  development.  The  company 
gets  addresses  from  hospitals.  Poland 
writes  new  moms  about  the  compa- 
ny's products,  includes  a  coupon  and 
invites  them  to  become  part  of  the 
Earth's  Best  family.  An  impressive 
10%  to  15%  respond.  They  get  a  free 
baby  bib,  along  with  periodic  news- 
letters with  tips  on  parenting  and. 
child  development — and,  of  course, 
the  environment. 

By  last  summer  Earth's  Best's  roots 


were  taking  hold  and  the  brothers 
were  beginning  to  tire  of  the  routine 
aspects  of  developing  a  business. 
Three  months  ago  they  brought  in 
Roger  Wagner,  50,  an  ex-Nabisco 
executive,  as  chief  executive  to  man- 
age the  company.  The  Koss  brothers 
are  no  longer  majority  shareholders  in 
Earth's  Best,  but  they  now  bill  them- 
selves as  environmental  consultants 
and  arc  working  on  an  undisclosed 
project  to  find,  says  Arnie,  "an  inno- 
vative way  to  protect  the  rain  forests 
and  forests  of  the  world." 

Wagner's  task  is  more  mundane. 
While  he  hopes  eventually  to  extend 
the  line  by  selling  juices  and  processed 
fruits  and  vegetables  to  adults,  for 
now  Wagner  will  focus  on  protecting 
the  company's  baby  food  niche. 
Beech-Nut  vows  a  strong  print  cam- 
paign and  direct-mail  coupon  attack, 
but  Wagner  waxes  professorial  on  the 
benefits  of  being  first:  "Histor}' 
shows  the  market  leader  keeps  the 
leading  share  in  its  categor)'  as  the 
competition  heats  up." 

Though  the  company  hasn't  shown 
a  profit  vet,  Wagner  is  aiming  for 
pretax  margins  of  15%  by  1993.  "I 
feel  good  about  the  product,"  he  says. 
"And  the  business  opportunity'  is  just 
fantastic."  ^M 
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Cook  County,  Illinois. 


Fairfield  County,  Connecticut, 


FIRST  PHOTOS 
OF  EARTH  MEN 

FROM  THE 
NEW  SAAB  TURBO 


Take  the  largest  engine  Saab 
ever  built.  Add  the  latest  generation 
of  Saab  turbocharging. 

The  result  is  the  new  Saab 
9000  Turbo  —  a  car  that  turns  road- 
side landscapes  into  delightful  blurs. 
And  a  major  refinement  of  the  tech- 
nology Saab  helped  pioneer. 

The  turbo  system  is  matched 
with  an  intercooler  (for  heightened 
power)  and  Saab's  patented  Auto- 
matic Performance  Control  (for  effi- 
ciency and  smoothness).  Together 

*  MSRP,  excluding  taxes,  license,  freight,  dealer  charges  and  options. 


they  chum  out  200  horsepower, 
enough  to  reach  60  mph  in  6.4  sec- 
onds, faster  than  a  BMW  535i. 

But  for  all  its  performance 
credentials,  the  real  genius  of  the  car 
lies  in  how  they're  achieved. 

Since  Saab  unleashes  those 
horses  through  turbocharging,  the 
rush  of  power  is  there  when  it's 
needed — and  only  when  needed.  So 
it  doesn't  squander  fuel  on  the 
snail's-pace  traffic  so  unldnd  to  big- 
engined  cruisers.  Making  it  one 

Pnce  subject  to  change.  ©  1991  Saab  Cars  USA,  Inc 


of  the  few  high- per fonnance  sedans 
that  isn't  compromised  by  reality 
And  at  $32,995,*  it  performs 
better  than  its  slower  rivals  when  it 
comes  to  car  payments,  too.  See 
your  Saab  dealer  for  a  test  drive.  Or 
call  1-800-582-SAAB. 


WE  D0N7  MAKE  COMPROMISES. 
WE  MAKE  SAABS." 
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While  BHC  Communications'  Herb  Siege!  remains  mum 

on  what  he'll  do  with  his  $l-billion-plus  pot  of  cash,  several  smart 

media  investors  are  happy  to  offer  their  unsolicited  advice. 

Encore!  Encore! 


By  Subrata  N.  Chakravarty 


5  BHCCommunica- 
f  tions  Inc.  Chairman 
%  Herbert  J.  Siegel 
I  A  quixotic 
§;  gesture  to  save 
s  Steve  Ross  from 
Rupert  Murdoch 
cost  him  Ross' 
friendship  but 
gives  him 
a  pleasant 
problem  now. 


Dear  Herb:  Congratulations  on  a 
magnificent  coup  witli  your  invest- 
ment in  Steve  Ross'  Warner  Commu- 
nications! But  what  are  you  going  to 
do  for  an  encore? 

When  Ross  convinced  the  corpo- 
rate bureaucrats  at  Time  Inc.  to  pay 
$70  a  share  in  cash  and  securities  for 
Warner  in  1989,  the  Warner  shares 
held  by  your  BHC  Communications 
Inc.  became  worth  $2.4  billion — five 
times  what  you  paid  for  the  stock  less 
than  six  years  earlier. 

Herb,  vour  pockets  must  be  made 
of  asbestos.  All  that  cash  burns  no 
holes.  Granted,  you  paid  off  all  of 
BHC's  debt.  /\nd  by  the  end  of  1990 
you  had  bought  back  1.1  million  of 
BHC's  11.3  million  Class  A  shares,  at 
around  $43  a  share.  Even  so,  after 


deducting  minority  interests,  tax  li- 
abilities and  the  cost  of  buying  back 
shares,  BHC  still  has  cash  and  securities 
of  $1.3  billion.  Including  your  Class 
B  shares,  that  is  around  $46  for  each 
BHC  share  outstanding.  The  Class  A 
shares  recently  sold  on  the  American 
Stock  Exchange  for  just  $54. 

That  $54-a-share  price  implies  that 
all  seven  television  stations  that  BHC 
owns  or  controls — including  stations 
in  Los  Angeles,  San  Francisco  and 
Minneapolis/St.  Paul — are  being  val- 
ued at  less  than  the  market  price  of  the 
Los  Angeles  station  alone.  Even  in  a 
shaky  TV  market,  that  is  a  heck  of  a 
bargain.  No  wonder  investor  Mario 
Gabelli  keeps  upping  his  funds'  BHC 
position  and  now  owns  17%  of  bhc's 
Class  A  stock.  (But  vou  control  95% 


of  BHC's  votes,  so  you  can  run  the 
company  without  looking  over  your 
shoulder.) 

All  that  you  have  said  publicly  so 
far.  Herb,  about  your  plans  for  de- 
ploying BHC's  cash  is  that  you  "intend 
to  expand  our  operations  in  the  me- 
dia, entertainment  and  communica- 
tions industries." 

There  is  no  lack  of  people  with 
clever  ideas  for  separating  BHC  from 
its  money.  Gabelli  suggests  that  you 
buy  a  stake  in  Paramount  Communi- 
cations and  work  on  Chairman  Mar- 
tin Davis  to  increase  his  company's 
value  to  shareholders.  Gabelli  would 
like  that:  His  funds  constitute  Para- 
mount's  single  largest  shareholder. 

Richard  MacDonald,  of  New  York 
money  management  firm  MacDonald 
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Grippo  Rielv,  has  another  idea:  You 
might  make  an  offer  for  CBS.  Despite 
all  the  fears  about  the  networks  losing 
audience  share,  notes  MacDonald, 
their  combined  profits  today  are 
greater  than  in  1984,  the  previous 
high  watermark  for  network  profits. 

MacDonald's  partner,  Mark  Riely, 
likes  the  network  idea  but  says  you 
should  simply  add  to  bhc's  existing 
stations.  "He  [meaning  you.  Herb] 
could  use  the  fact  that  he's  got  some 
key  markets  and  buy,  merge  or  do 
something  to  make  himself  into  a  fifth 
network,"  says  Riely.  To  anchor  the 
New  York  end  of  your  fifth  network, 
you  could  buy  wwoR,  the  supersta- 
tion  recendy  spun  oft' by  MCA  as  Pine- 
lands  Inc.  WWOR  would  command  a 
premium  price — around  $22  a  share, 
or  $375  million,  according  to  a  recent 
report  by  C.J.  Lawrence  analyst  Peter 
Appert — but  what's  that  to  a  balance 
sheet  like  bhc's? 

Another  media  investor,  Martin 
Pompadur,  president  of  RP  Cos., 
urges  you  to  get  into  cellular  tele- 
phone licenses.  "If  I  were  running 
that  company  [bhc]  .  .  .  aah!  ...  the 
cellular  telephone  business  is  the  first 
place  I'd  be,"  exclaims  Pompadur.  "I 


don't  think  there'll  be  another  time 
when  values  will  be  this  good,  if  you 
believe  in  cellular."  The  reason  for  the 
terrific  values,  Pompadur  explains,  is 
that,  thanks  to  a  liquiditv  crisis,  many 
in  the  industr\'  desperately  need  fresh 
infiasions  of  capital  to  build  and  oper- 
ate their  systems.  Pompadur:  "If  you 
have  equit}'  money  today,  you're  king 
in  the  cellular  business." 

If  Pompadur  is  whispering  cellu- 
lar's  attractions  in  your  ear,  Moran  & 
Associates'  Fred  Moran  is  shouting 
them.  "Cellular  is  tomorrow's  story," 
Moran  gushes.  "Broadcasting  was 
yesterday's  story  and,  if  he  [that's  you 
again.  Herb]  stays  there,  so  is  he." 

While  Pompadur  thinks  you  could 
buy  control  of  cellular  licenses  in 
smaller  markets  from  private  owners, 
Moran  suggests  that  you  take  a  major 
stake  in  publicly  owned  Associated 
Communications  Corp. — in  which, 
we  note,  Moran  and  friends  have  a 
3%  stake. 

What  do  we  think  you'll  do.  Herb? 
We  think  you'll  politely  listen  to  all 
these  ideas,  and  then  continue  to  hus- 
band your  cash.  Oh,  you'll  probably 
keep  buying  in  BHC  stock.  If  Gabelli  is 
correct  that  bhc  stock  has  an  asset 


value  of  $70  per  share  right  now, 
retiring  stock  at  $54  a  share  is  a  good 
investment.  It  increases  the  asset  xalue 
per  share,  per-share  earnings  and  the 
price  of  the  shares  left  outstanding. 
That  benefits  all  shareowners,  and 
you  are  the  principal  stockholder. 

One  thing  you'xe  said  you  won't  do 
is  pay  out  a  fat  cash  dividend  to  bhc's 
shareholders.  There  is  no  need  to 
share  your  success  with  the  taxman. 

On  the  whole,  and  despite  the  stock 
market's  current  strength,  we  suspect 
you're  worried  about  the  state  of  the 
economy  and,  in  particular,  of  the 
media  companies,  many  of  them 
heavily  in  hock.  If  the  chances  are 
good  that  you'll  be  able  to  invest  in 
many  of  these  companies  later  at  bet- 
ter prices,  then  hoarding  cash  is  the 
smart  thing  to  do,  even  if  the  market 
says  it's  the  dumb  thing  to  do. 

Who  knows?  Maybe  your  former 
friend  Steve  Ross,  whom  you  saved 
from  the  clutches  of  Rupert  Murdoch 
when  you  acquired  your  Warner 
stock  in  1984,  will  need  another  equi- 
t\'  infusion  in  1993.  That's  when,  on 
the  basis  of  current  debt  levels.  Time 
Warner  must  pay  off  $2.9  billion  of 
the  $11  billion  it  has  in  loans.         ^ 
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Instead  of  noting  Saddam's  hypocrisy, 
our  media  give  voice  to  the  tyrant. 

A  phony  objectivity 


BY  MICHAEL  NOVAK 


Philosopher,  journalist  and  ex-U.S. 
ambassador  Michael  Novak  directs  social 
and  political  studies  at  the  American  Enterprise 
Institute  in  Washington,  D.C.  His  book  The  Spirit 
of  Democratic  Capitalism  has  been  widely 
t'anslated  around  the  world. 


Wherever  I  went  during  the  third 
and  fourth  weeks  of  the  Gulf  war, 
people  were  angry  at  the  media,  par- 


ticularly at  CNN  and  Peter  Arnett. 

We  members  of  that  privileged 
communirv',  the  media,  like  to  "call 
ourselves  the  "adversary'  press."  We 
mean  that  we  arc  independent,  feisty, 
not  in  anybody's  pocket.  Maybe  so, 
but  what  antagonizes  people  so  is  that 
many  correspondents  talk  as  if  they 
were  "above"  being  Americans.  They 
make  themscKcs  superior  to  the  sub- 
jects of  their  stories,  whether  soldiers, 
generals  or  the  President  of  the  U.S. 
And  they  pretend  even  in  wartime 
that  they  are  neutral,  above  the  fray, 
on  Mount  Olympus.  Their  ignorance 
of  military  matters  is  now  becoming 
legei:dary. 

An  intelligent  and  articulate  friend 
of  mine  says  that  anv  American  corre- 
spondent who  wants  to  remain  "neu- 
tral" about  a  war  in  which  the  U.S.  is 


engaged  should  hand  in  his  passport. 
In  its  place  he  should  get  a  passport 
from  Unesco. 

By  way  of  rebuttal,  today's  journal- 
ist is  bound  to  reply:  "We're  not 
cheerleaders  here.  Our  job  is  to  report 
what  we  sec.  To  be  objective.  To  tell 
the  unvarnished  truth."  Journalists  as 
Diogenes,  holding  lamps  aloft  look- 
ing for  a  single  honest  man  on  earth. 

But  this  is  phony.  In  their  proud 
boast,  "We  tell  the  truth  to  power," 
they  have  forgotten  something.  The 
freedom  to  tell  the  truth  depends  on 
who  is  in  power.  Their  freedom,  as  it 
did  in  World  War  II,  rests  on  a  victory 
for  our  side.  What  do  they  think?  That 
Unesco  would  fight  for  their  right  to 
be  impartial? 

Today's  journalist  is  a  different 
breed  of  cat  from  his  predecessors.  In 
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World  War  II,  journalists  knew  which 
side  they  were  on,  understood  the 
stakes,  and  were  afraid  as  hell  that  we 
might  lose.  You  bet  they  led  the 
cheers.  They  also  led  the  grief  when 
devastation  hit,  the  sadness  when  mis- 
takes were  made.  They  showed  what 
the  rest  of  us  were  feeling,  the  ups,  the 
downs,  the  highs,  the  lows.  They  were 
with  us,  not  neutral  between  us  and 
the  Axis  powers. 

The  modern  journalist  isn't  like 
that.  He  keeps  himself  apart.  His  ref- 
erence group  is  not  the  hoi  poUoi  but 
the  professors  in  the  universities,  the 
moviemakers,  the  prize  givers.  The 
modern  journalist  plays  by  different 
rules  from  the  rest  of  us.  He  goes 
expense  account. 

The  panjandrums  of  the  press  don't 
yet  understand  how  isolated  they  have 
become  from  the  rest  of  us.  They  have 
been  wrong  about  every  major  story 
in  this  war  because  they  listen  too 
much  to  one  another.  They  depart  like 
sparrows,  all  together,  from  one  line 
to  another. 

First  they  said  (while  Saddam  Hus- 
sein was  digging  his  forces  deeper 
into  place)  that  President  Bush  proba- 
bly wouldn't  go  to  war.  But  right  after 


the  expiration  of  the  deadline.  Bush 
said,  "Go!"  Then  they  said  that  Amer- 
icans would  be  badly  divided  by  the 
war.  After  Jan.  16,  Americans  united. 
Then  the  press  tried  hard  to  boost  the 
peace  movement.  Bust.  Next  they  said 
that  the  "Arab  masses"  would  revolt 
against  the  U.S.  Except  ibr  the  Pales- 
tinians in  Jordan,  they  didn't  even 
make  a  lot  of  noise. 

After  every  card  that  Saddam  Hus- 
sein could  play  had  failed,  the  press 
willingly  became  his  last  best  weapon. 
Saddam  had  said  before  the  war  that 
the  U.S.  public  couldn't  stand  10,000 
U.S.  casualties;  after  30  days  of  war, 
there  were  only  1 5 .  So  he  set  out  to  see 
whether  we  could  stand  10,000  Iraqi 
casualties.  He  permitted  Western 
journalists  in  Baghdad  to  film  noth- 
ing but  civilian  casualties.  They  com- 
plied with  a  credulity  they  never  show 
U.S.  authorities. 

An  Iraqi  woman  televised  raising 
her  fist  against  Americans  turned  out 
to  be  an  Iraqi  ambassador;  some  "pa- 
tients" in  hospitals  turned  out  to  be 
impostors;  "spontaneous  crowds"  in 
poor  areas  included  a  surprising  num- 
ber of  educated  English-speakers  with 
precise   anti-American   propaganda. 


The  press  did  not  pursue  these  false- 
hoods; other  agencies  did. 

The  American  media  should  have 
left  Baghdad,  rather  than  become  a 
willing  tool  of  psychological  warfare 
directed  against  their  own  people. 
Instead,  Peter  Arnett  and  others  are 
acting  like  hostages,  under  nearly 
total  control.  They  have  filmed  one 
story  and  one  story  only — civilian 
casualties.  They  have  never  once 
remarked  on  the  proportion  of  mili- 
tary to  civilian  damages. 

Nor  have  Arnett  and  others  treated 
Saddam  Hussein  with  sufl^icient  iro- 
ny. That  ghoul  who  boasted  he  would 
turn  all  of  Israel  into  a  crematorium 
now  cries  "war  crimes"  when  by  acci- 
dent Iraqis  arc  hit.  As  of  Feb.  15  his 
own  figures  showed  1,100  civilian 
casualties  in  Iraq  after  70,000  allied 
air  sorties,  or  1  per  every  64  sorties. 

When  they  wake  up  every  morning, 
foreign  correspondents  ought  to  tell 
themselves:  "My  liberty  to  report  the 
truth  comes  from  the  American  re- 
public— and  from  American  military 
power.  I  am  not  neutral.  I  will  walk 
today  in  the  boots  of  those  Americans 
who  have  died  or  will  die  to  protect 
my  liberties."  IB 
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Long  an  obstacle  to  foreign  companies  hoping 
to  trade  their  shares  in  U.S.  markets,  the 
Securities  &  Exchange  Commission  is 
suddenly  loosening  up. 

Esperanto 
for  accountants 


By  Peter  Fuhrman 

In  the  U.S.,  BMW's  motorcars  arc 
welcome.  Its  shares  are  not.  That's 
because  BMW,  like  most  other  major 
European  companies,  refuses  to  re- 
state its  German  balance  sheet  in  ac- 
cordance with  rigorous  Securities  & 
Exchange  Commission  rules.  So 
BMW,  one  of  the  world's  most  profit- 
able car  companies,  is  denied  permis- 
sion to  list  its  securities  on  U.S.  stock 
exchanges. 

This  may  be  about  to  change.  Un- 
der its  new  chairman,  Richard  Brcc- 
dcn,  the  sec  is  quietly  backing  down 
on  its  insistence  that  foreign  compa- 
nies follow  U.S.  accounting  rules. 
The  SEC  is  throwing  its  weight  behind 
the  efforts  of  the  London-based  Inter- 
national Accounting  Standards  Com- 
mittee to  develop  a  harmonized  set  of 
rules  governing  public  securities  in  all 
major  economies. 

Accounting's  equivalent  of  Espe- 
ranto, the  new  standards  won't  be 
completely  hammered  out  for  anoth- 
er four  years  or  so.  But  eventually  they 
should  open  the  way  for  far  more 
foreign  companies  to  list  on  U.S. 
exchanges. 

The  International  Accounting 
Standards  Committee  is  a  sort  of 
United  Nations  of  accountants,  with 
members  from  70  countries.  For 
much  of  its  20-year  existence,  the  lASC 
has  ser\'cd  more  as  an  accountants' 
coffee  klatch  than  as  a  rule-writing 
body  taken  seriously  by  the  major 
economic  powers. 

Lately,  however,  the  committee's 
five  harried  staffers  have  been  busily 
writing  common  standards  and  tight- 
ening up  minimum  reporting  require- 


ments. It  has  already  drafted  31  rules 
covering  \aluations  of  in\entories, 
foreign  exchange  gains  and  other  ba- 
sics such  as  amortization  schedules. 

The  tough  bargaining  is  just  begin- 
ning. Philosophicallv,  U.S.  and  Euro- 
pean rules  represent  opposite  ends  of 
the  accounting  spectrum.  The  U.S. 
strives  for  fiiU  disclosure;  the  Europe- 
ans, led  bv  the  Germans,  tend  to  gi\'e 
companies  ample  latitude  to  conceal 
profits  and  liabilities. 

This  in  part  helps  explain  why 
shares  in  European  companies  gener- 
allv  trade  at  higher  price/earnings 
multiples  than  their  U.S.  counter- 
parts: Investors  assume  that  some 
portion  of  the  European  companies' 
profits  lies  tucked  awav  in  a  hidden 
reserve,  to  be  called  upon  to  smooth 
out  earnings  in  a  down  year.  German 
companies  in  particular  tend  to  over- 
provide  for  pension  and  other  liabil- 
ities, while  refusing  to  count  as  cash 
any  currency  holdings  except  those 
denominated  in  dcutsche  marks.  The 
SEC  is  insisting  that  under  the  new 
international  rules,  most  of  those  hid- 
den profits  must  be  flushed  out  into 
the  open. 

But  the  Europeans  will  win  some 
tights,  too.  "U.S.  accounting 
rules  have  played  a  part  in  the  short- 
term  orientation  of  U.S.  manage- 
ment," declares  Gerhard  Liener,  the 
chief  financial  officer  of  Daimler- 
Benz  A.G.,  Germany's  largest  indus- 
trial company.  "It  is  inconceixable  for 
us  to  accept  the  sort  of  quarterh' 
reporting  rules  that  lead  to  companies 
like  General  Motors  showing  a  profit 
of  $700  million  in  the  first  quarter  of 


1990  and  a  loss  of  $2  billion  in  the 
third  quarter." 

Among  other  things,  the  Germans 
are  insisting  that  they  will  not  provide 
profit  figures  more  than  twice  a  year. 
The  SEC  is  willing  to  go  along  with 
that,  at  least  as  far  as  foreign  compa- 
nies are  concerned.  This  brings  up  a 
key  problem  for  the  SEC:  It  seems 
willing  to  bend  the  rules  for  foreign 
companies  without  offering  similar 
concessions  to  U.S.  firms.  That 
would  be  reverse  protectionism. 

Another  difficult  issue  to  reconcile 
is  the  treatment  of  goodwill  and  other 
intangibles.  U.S.  rules  require  that 
intangibles  be  written  off  against  in- 
come over  no  more  than  40  years.  The 
Japanese  amortize  intangibles  over 
only  5  years;  the  British  take  the 
writeoffs  against  shareholders'  equity, 
thus  sparing  earnings  from  the 
charges.  The  International  Account- 
ing Standards  Committee  will  tr)'  this 
compromise:  amortization  against  in- 
come (a  bow  to  the  U.S.),  but  over  no 
longer  than  20  years  (a  bow  to  Japan) . 

Whv  is  the  SEC  showing  signs  of 
backing  accounting  standards  that 
will  be  less  stringent  than  those  on 
which  it  now  insists.^  One  major  rea- 
son is  fear  for  the  health  of  U.S. 
financial  markets,  which  haxe  been 
losing  out  to  Tokyo  and  London  in 
their  bid  to  attract  more  foreign  list- 
ings as  a  wav  to  build  trading  \'olume. 
Admits  an  aide  to  SHC  Chairman  Bree- 
den:  "There  is  growing  worr\'  at  the 
SEC  that  we  drove  companies  and 
investors  to  settle  outside  the  U.S." 

That  worrx'  is  in  itself  a  welcome 
development.  WM 
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It's  never  too  early.  Because 
your  Social  Security  and  company 
pension  funds  may  not  cover  all 
your  expenses  for  25  to  30  years  of 
retirement.  And  you'll  need  addi- 
tional income  sources. 

Your  Merrill  Lynch  Financial 
Consultant  is  ready  to  help.  Using 
our  unique  Retirement  Builder 
Program^  we  can  give  you  a 
personalized  analysis  to  help  you 
figure  out  what  you'll  need. 

We  offer  a  wide  range  of  choices- 
IRAs,  bonds,  annuities  and  mutual 
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funds,  to  name  a  few.  And  we  can 
help  you  select  your  investments 
according  to  an  asset  allocation 
strategy  based  on  the  level  of  risk 
you're  comfortable  with. 

But  you  have  to  take  that  first 
important  step-getting  started.  We 
can  help  with  that  too.  With  a  free 
booklet  filled  with  retirement  financ- 
ing strategies.  See  your  Merrill  Lynch 
Financial  Consultant,  call  our  toll- 
free  number  or  mail  the  coupon. 
Your  copy-and  some  of  your  best 
years-are  waiting. 
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If  I  read  Kondratieff  correctly,  we  are  not  on  the  verge  of 
a  new  upturn  but  still  in  the  late  phases  of  a  long-wave 
downturn.  The  stock  market  is  giving  us  a  false  signal. 

This  could  be  the 
eve  of  a  false 
recoveiy 


By  A.  Gary  Shilling 

As  A  STUDENT  of  KondraticfF  wave 
theory,  I  find  the  successful  conclu- 
sion of  the  Gulf  war  and  the  stock 
market  euphoria  that  accompanies  it 
to  be  a  lot  less  reassuring  than  most 
other  people  do.  Nikolai  Dimitrive- 
vich  Kondratieff  was  a  Russian  econ- 
omist who  in  the  1920s  studied  com- 
modity prices  over  the  previous  100- 
plus  years.  Poring  over  the  data,  he 
noticed  very  long  wavelike  patterns: 
Periods  of  expansion  lasting  about  24 
years  were  followed  by  periods  of 
decline  that  ran  from  23  to  35  years. 
Obscure  as  this  may  sound,  Kon- 
dratieff, his  studies  and  his  conclu- 
sions have  caught  the  imagination  of  a 
good  many  people.  As  Kondratieff 
dated  it,  the  first  upswing  ran  fromi 
1789  to  1814,  and  then  economic 
decline  reigned  until  1849.  The  sec- 


ond advance  lasted  until  1873,  and 
the  decline  ran  its  course  in  1896.  The 
third  upswing  peaked  in  1920. 

Kondratieff  wasn't  around  to  wit- 
ness the  building  of  a  fourth  expan- 
sionan'  wave  starting  with  World 
War  II.  His  work  implied  that  the 
capitalist  world  would  survive  the 
downswing  he  saw  starting  in  the 
1920s.  That  was  contrary  to  Marxist 
doctrine,  and  Kondratieff  disap- 
peared in  a  Siberian  labor  camp. 

Why  dredge  his  ideas  up  now?  Be- 
cause we  are  concluding  a  short  and 
generally  popular  war.  Many  follow- 
ers of  Kondratieff  have  associated 
wars  with  Kondratieff  peaks  and 
troughs.  They  note  that  upswing  tops 
occur  around  the  time  of  unpopular 
wars,  and  the  upswing  starts  around 
the  time  of  popular  wars. 


The  first  wave  peaked  with  the  War 
of  1812,  fought  to  keep  Britain  from 
interfering  with  our  international 
trade.  The  war  was  so  unpopular  and 
pro-British  sentiment  so  strong  that 
some  states  discussed  "disunion." 

The  second  wave  began  with  the 
1846-48  Mexican  War,  which  was 
immensely  popular  and  gave  the  U.S. 
huge  territories  in  the  West  for  expan- 
sion to  fulfill  its  "Manifest  Destiny." 
This  second  wave  topped  out  with  the 
Civil  War,  which  became  the  nation's 
greatest  trauma  and  nearly  cost  Lin- 
coln his  reelection  in  1864. 

The  third  wave  started  witTi  the 
four-month  Spanish-American  War 
that  won  for  the  U.S.  Puerto  Rico, 
the  Philippines  and  Guam.  The  good 
times  of  the  turn  of  the  century  were 
ended  by  unpopular  World  War  I. 


Two  centuries  of 
Kondratieff 
waves.  Expan- 
sions end  during 
unpopular  wars 
and  start  during 
popular  ones. 
The  Gulf  war 
presents  an 
enigma. 


Patterns  that  repeat 
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Strong  isolationist  sentiment  delayed 
U.S.  involvement  until  1917.  Then 
American  troops  went  to  Europe  to 
"make  the  world  safe  for  democracy." 

The  third  wave,  ending  in  the 
dcprcssionary  1930s,  gave  way  to  an 
expansionary  burst  that  began  with 
World  War  11,  which  established  the 
U.S.  as  the  dominant  world  power. 

The  fourth  wave's  upswing  ended 
about  25  years  later  with  quite  a 
different  war:  Vietnam,  leaving  the 
nation  full  of  self-doubt. 

By  this  reasoning,  the  successfiil 
termination  of  the  popular  Gulf  war 
should  mark  a  turning  point  from  the 
troubled  economic  conditions  of  re- 
cent years.  1  disagree. 

There  is  a  scholarly  explanation  of 
sorts  for  the  long  wave.  In  the  up- 
swing, a  major  new  technology — usu- 
ally conceived  in  the  preceding  down- 
swing— is  sufficiently  developed  to 
spur  the  economy.  The  downswing 
comes  when  this  becomes  overex- 
ploited,  as  too  much  capital  invest- 
ment and  debt  kill  momentum.  The 
development  of  rivcrboats  and  canals 
propelled  U.S.  commerce  in  the  first 
wave  in  the  early  1800s  but  was  ulti- 
mately overdone.  Railroads,  the  dom- 
inant technology  of  the  second  wave, 
opened  the  West  and  other  areas  inac- 
cessible by  water.  But  railroads,  too, 
became  overbuilt,  especially  when 
government  subsidies  created  too 
many  transcontinental  routes. 

Early  in  this  century,  the  third 
wave's  driving  technology  was  the 
automotive  industry.  Aided  by  cheap 
fuel  from  petroleum,  the  proliferation 
of  cars  and  trucks  made  suburbs  possi- 
ble and  small  towns  accessible,  and 


highway  and  bridge  construction  be- 
came major  industries.  But  by  the 
1920s  overexpansion  set  in  as  dozens 
of  auto  producers  exceeded  demand. 

The  upswing  that  commenced  with 
World  War  II  was  pushed  by  the 
growth  technologies  of  the  day: 
breakthroughs  in  chemistry  and  phys- 
ics and  in  transportation.  Most  im- 
portant was  expansion  in  construc- 
tion of  all  sorts,  because  of  the  virtual 
shutdown  of  building  in  the  Depres- 
sion and  war  years.  But  now  office 
buildings,  hotels  and  shopping  cen- 
ters are  hopelessly  overbuilt. 

It  is  tempting  to  look  at  the  Gulf 
war  and  at  the  fabulous  break- 
throughs in  information  technol- 
ogy— perhaps  the  next  upswing's 
spur — and  argue  that  we  are  on  the 
threshold  of  the  fifth  wave.  But  my 
understanding  of  the  Kondratieff 
waves  tells  me  we're  not. 

But  doesn't  the  recession  look  mild 
and  isn't  the  rising  stock  market  tell- 
ing us  that  good  times  lie  ahead?  They 
may  be  telling  us  something  quite 
different.  In  the  final  stages  of  the 
three  past  Kondratieff  downwaves, 
mild  recoveries  have  occurred,  lifting 
spirits — only  to  dash  them  again  with 
further  downturns  until  all  of  the 
excesses  of  the  heady  upswing  and 
plateau  periods  were  erased.  In  the 
first  wave,  contractions  in  1819  and 
1825  saw  brief  recoveries  until  the 
Panic  of  1837  pushed  the  economy 
into  the  "hungry  Forties"  depression. 

The  second  wave's  downward 
move  saw  a  severe  depression  in 
1873-76,  another  downturn  in  the 
early  1880s,  a  stock  market  panic  in 
1893   and  a  worldwide  depression 


that  lasted  until  1897. 

In  the  Great  Depression,  a  mild 
recovery  in  1931  ended  abruptly.  A 
later  attempt  at  recovery  was  aborted 
by  a  severe  downturn  in  1937;  inves- 
tors who  escaped  1929  were  wiped 
out  in  1931.  The  1937  crash  eliminat- 
ed many  gains  of  the  preceding  years. 

Far  from  being  at  the  start  of  a  new 
Kondratieff  upturn,  we  may  well  be 
on  the  eve  of  one  of  those  false  recov- 
eries that  trap  investors  and  business 
people.  My  view  is  that  the  U.S. 
economy  is  already  in  the  first  reces- 
sion of  the  final  decline  of  the  fourth 
wave.  This  final  phase  of  the  bad  cycle 
may  last  for  some  years. 

The  SScLs  have  already  failed,  and 
many  financial  institutions,  LBOs, 
Third  World  debts,  and  consumers 
seem  destined  to  follow  in  the  course 
of  a  long,  deep  and  global  recession.  It 
will  take  years  for  the  Resolution 
Trust  Corp.  to  dispose  of  foreclosed 
real  estate,  for  chastened  banks  to 
again  lend  freely,  for  junk  bonds  and 
loans  to  troubled  LBOs  to  be  disposed 
of,  for  consumer  debt  to  be  reduced  to 
manageable  size  and  for  overbuilt 
construction  to  be  absorbed.  Japan — 
overleveraged  and  with  stock  and  real 
estate  collateral  values  collapsing — 
may  well  suffer  a  depression. 

The  way  I  read  my  Kondratieff,  the 
good  economic  times  won't  roll  until 
perhaps  the  next  century.  Don't  be 
mousetrapped  by  euphoria  over  the 
war  or  by  the  unexpectedly  strong 
stock  market  of  early  1 99 1 .  ^M 


A.  Gary  Shilling  is  a  Forbes  columnist  and  an 
investment  adviser. 
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What's  it  like  trying  to  establish  yourself  in  the  business 
world  when  your  father  is  a  famous  fugitive  swindler? 
Daniel  Williams  is  finding  out  in  Dallas. 

"I  work  haird^' 


By  William  P.  Barrett 

Trying  to  escape  the  taint  of  an 
infamous  father  isn't  easy.  But  what  if 
you're  trying  to  be  a  dcalmaking  Tex- 
as businessman  and  your  father  is 
.  .  .  Robert  Vesco? 

Daniel  V.  Williams,  37,  faces  this 
situation.  Nearly  two  decades  ago  his 
father  fled  the  U.S.  after  allegedly 
swindling  $224  million  from  inves- 
tors. Now  hiding  in  communist 
Cuba,  Vesco,  55,  is  even  lower  than  a 
stock  swindler.  He's  also  under  a  U.S. 
indictment  for  conspiracy  to  smuggle 
cocaine. 

Meanwhile,  in  a  fresh  start  under  a 
new  name,  Williams  has  quietly 
amassed  a  modest — $2  million  or 
so — fortune.  He  owns  all  of  Dallas' 
second- largest  fitness-club  chain, 
33%  of  a  significant  U.S.  home  health 
care  provider  and  interests  in  real 
estate.  He  buys  assets  for  much  less 
than  replacement  cost,  negotiates  well 
and  knows  high  finance. 

And  none  of  it,  he  says,  with  any 
fmancial  help  from  his  fiagitive  father. 
"I  work  hard,"  he  says,  gesturing  with 
one  hand,  chain-smoking  with  the 
other.  "With  lawyers  paid  by  the  hour 
still  trying  to  find  Dad's  assets,  I'd  be 
pretty,  pretty  stupid  to  take  anything 
from  him." 

The  affable  Williams,  who  has  a 
hearty  laugh,  has  not  been  implicated 
in  iuiv  of  his  father's  criminal  activi- 
ties. But  Williams  readily  admits 
much  of  his  knowledge  of  finance 
comes  from  a  childhood  of  watching 
his  father  doing  deals.  "I  had  a  stock 
account  when  I  was  12,"  Williams 
says.  When  Vesco  turned  tail  and  ran 
from  the  law  in  1972,  Williams,  his 
oldest  child,  was  attending  Lehigh 
University.  He  spent  four  years  there, 
but  never  graduated. 

During  much  of  die  next  decade,  he 
spent  time  with  his  father,  who 
ducked  U.S.  extradition  by  moving 


Fugitive  financier  Robert  Vesco 
To  Cuba  with  $224  million? 


from  the  Bahamas  to  Costa  Rica  and 
then  to  Cuba.  In  1978  Williams  mar- 
ried the  daughter  of  a  prominent  Cos- 
ta Rican  businessman  and  later 
moved  to  Florida,  where  he  started 
several  small  ventures,  including  a 
private  safe  deposit  box  company. 
Williams  floundered — pardy,  he  says, 
because  lawyers  kept  making  him  tes- 
tify about  his  father,  sapping  his  time, 
money  and  emotions. 

His  marriage  collapsed,  and  his 
soon-to-be-ex  took  their  two  children 
back  to  Costa  Rica.  In  1986,  nearly 
broke,  the  Spanish-speaking  Williams 
changed  his  name  from  Daniel  Wil- 
liam Vesco,  left  behind  numerous  un- 
paid bills  and  moved  to  Spain.  He  says 
he  lived  on  handouts  and  money  bor- 
rowed from  such  friends  as  Philippe 
Junot,  the  well-known  European  jet- 
setter  once  married  to  Monaco's  Prin- 
cess Caroline. 


In  Spain  he  and  lunot  started  a 
small  partnership  to  broker  businesses 
and  dabble  in  real  estate.  "It  didn't  do 
much,"  Williams  says.  Then  through 
acquaintances  he  met  two  Texas  busi- 
nessmen, Richard  Wheeler  and  Don- 
ald Rubin.  They  owned  Union  Mort- 
gage Co.  Inc.,  a  Dallas-based  nation- 
wide finance  company  that  made 
small  home  improvement  loans  se- 
cured mainly  by  second  mortgages. 
The  paper  was  then  resold  to  institu- 
tional investors.  Wheeler  and  Rubin 
were  in  Europe  looking  for  cheaper 
lines  of  credit — and  someone  to  help 
them  run  Union.  They  and  Williams 
hit  it  off.  "I  thought  he  was  the  smart- 
est son  of  a  bitch  I  had  ever  met," 
Wheeler  says. 

Eventually  Williams  came  to  Dallas 
to  check  out  Union.  Wheeler  and 
Rubin  asked  him  to  become  Union's 
chief  operating  officer,  on  salary  plus 
a  cut  of  any  proceeds  if  the  company 
were  sold.  At  a  dinner  before  he  ac- 
cepted, Williams  revealed  his  father's 
identity.  No  problem,  Wheeler  and 
Rubin  both  said — but  afterwards 
they  raced  to  separate  bookstores  to 
buy  a  just-published  Vesco  biogra- 
phy. The  references  to  Williams  were 
exculpatory.  Thus  freed  from  taint  in 
his  new  partners'  eyes,  Williams 
moved  to  Dallas  in  1988. 

Within  a  year,  Wheeler  bought  out 
Rubin's  half-interest  in  Union  and 
then  sold  the  whole  company  to 
Skopbank,  Finland's  fourth-largest 
bank  and  an  aggressive  U.S.  investor. 
The  final  price  was  $19.5  million. 
Williams,  who  negotiated  the  transac- 
tions, pocketed  about  $1.8  million 
pretax — the  basis  of  his  wealth  today. 

He  then  went  looking  for  his  own 
deal.  In  the  badly  depressed  Dallas 
economy,  he  bought  Cosmopolitan 
Lady,  an  ailing,  nine-location  wo- 
men's health  spa  chain,  for  a  cash 
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Daniel  V.  Williams 
He  tells 
acquaintances 
about  his 
father's  Identity 
"after  they  get  to 
know  me  as 
Danny  Williams." 


outlay  of  only  $16,000  plus  assump- 
tion of  lease  obligations.  The  $10- 
million-a-year  business  suffered  from 
a  lousy  cash  flow.  Williams  promptly 
changed  that  bv  selling  the  member- 
ship contracts  signed  by  new  custom- 
ers— ^just  like  Union's  second-mort- 
gage business. 

Last  year  WUliams,  Wheeler  and  a 
third  partner,  James  D.  Pratt,  bought 
Paragon  Homecare  Corp.,  the  na- 
tion's 13th-largest  provider  of  home 
nursing  and  therapy  services.  Actual 
cash  spent  on  this  deal:  only  $12,000. 
"It's  a  real  growth  field,"  says  an 
excited  Wheeler.  "After  all,  we're  all 
getting  older." 

They  moved  Paragon  into  their 
own  office  building  in  the  northern 
Dallas  suburb  of  Addison.  It's  a  strik- 
ing three-story  structure  with  an  at- 


tached airplane  hangar,  built  for  may- 
be $4  million.  Their  cost:  $1  million. 
The  three  are  buying  other  real  estate 
under  the  name  Italix  Acquisition 
Corp.  and  examining  possible  deals. 

Williams  says  he  has  repaid  all  cred- 
itors he  knows  of  from  his  Florida 
days  and  is  putting  down  roots  in 
Texas.  Eighteen  months  ago  he  mar- 
ried a  Dallas  woman,  Edie  Street. 
(After  the  wedding,  best  man  Junot 
missed  the  reception  because  FBI 
agents  hauled  him  off  for  questioning 
about  his  dealings  with  a  failed  Texas 
savings  and  loan.  Junot  himself  faced 
no  charges.) 

Suspicion  continues  to  dog  Wil- 
liams, who  got  a  new  Social  Security 
number  after  changing  his  name. 
Some  people  have  hired  private  detec- 
tives to  check  his  background,  and 


others  have  shunned  him  solely  be- 
cause of  his  father.  Skopbank,  which 
apparendy  learned  Williams'  original 
name  just  after  buying  Union,  sensa- 
tionally claimed  in  a  lawsuit  that  Wil- 
Uams  and  Wheeler  fraudulendy  inflated 
Union's  profits  by  hiding  bad  loans.  A 
strong  charge — but,  after  a  year  of 
pretrial  investigation,  there  is  litde  visi- 
ble evidence  to  support  it.  Skopbank 
had  signed  a  general  release  from  claims 
and  later  refiised  Wheeler's  offer  to  take 
back  the  company. 

Finally  his  own  man,  Williams  does 
not  disown  his  father.  He  occasionally 
talks  to  him  by  telephone  and  has 
taken  his  new  wife  to  meet  him  in 
Cuba.  Many  of  Williams'  acquain- 
tances know  his  roots.  "I  tell  them," 
he  says,  "but  only  after  they  get  to 
know  me  as  Danny  Williams."       ^ 
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Deregulation,  which  has  already  transformed  the 
airline,  railroad  and  telephone  industries,  is  now 
coming  full  force  to  electrical  utilities. 

Camel  in 


the  tent 


By  James  Cook 

For  over  a  half-ccntun',  the  U.S. 
electric  utilit\'  industrv'  has  operated 
as  a  series  of  local  monopolies  and 
encouraged  the  concept  that  the  busi- 
ness works  best  as  a  monopoh'.  Under 
the  arrangement,  the  regulators  kept 
the  utilities  from  charging  monopoK' 
prices,  while  the  utilities  enjoxed  a 
modest  and  fairh'  predictable  rate 
of  return  and  freedom  from  most 
competition. 

No  longer.  The  1978  Public  Utilit\' 
Regulaton-  Policies  Act — Purpa,  as 


it's  generally  known— changed  all 
that.  It  encouraged  outsiders  to  get 
into  the  business  of  generating  pow- 
er. It  did  so  b\'  requiring  the  utilities 
to  bu\'  an\'  power  generated  b\'  out- 
siders so  long  as  that  power  met  cer- 
tain specifications. 

The  act  created  what  it  called  "c]ual- 
if\'ing  facilities,"  whose  output  the 
utilities  were  required  to  buv.  These 
were  power  projects  based  on  alterna- 
ti\e  energy  sources  like  wind,  sun  or 
biomass,  or  the\'  were  xentures  pro- 


Mitsubishi's  Doswell  project  for  Virginia  Electric  Power  Co. 
A  lower-cost  source  of  peaking  power. 


ducing  steam  for  both  electrical  gen- 
eration and  industrial  use.  Such  facili- 
ties could  not  just  charge  an\'  price 
they  chose.  The\'  had  to  be  able  to 
produce  power  at  prices  no  higher 
than  what  it  would  cost  the  utilities  to 
produce  the  power  themsehes — so- 
called  ax'oided  cost.  But  that  wasn't 
hard.  According  to  a  1987  American 
Gas  Association  stud\',  99%  of  the 
qualif\'ing  facilities  sun'eyed  either 
met  or  undercut  the  utilities'  ayoided 
costs,  while  two-thirds  of  the  cogen- 
erators  sur\e\'ed  undercut  the  axerage 
cost  of  power  the  utilities  purchased 
from  other  sources. 

With  this  act,  the  camel  of  competi- 
tion forced  its  nose  under  the  monop- 
ol\'  tent,  and  it  was  only  a  matter  of 
time  before  it  worked  its  way  inside. 

Altogether,  oxer  4,500  nonutilitx' 
generation  projects  vyere  mounted. 
The\'  generated  electricit\'  from  water 
power  and  anthracite  silt,  from  wood 
chips  and  geothermal  fields;  the\'  eyen 
burned  old  tires  to  generate  power. 

The  big  utilirv companies  ha\e  now 
begun  to  get  into  the  unregulated 
power  business  themsehes.  About  40 
of  them  hax'c  taken  the  plunge.  Dear- 
born, Mich.'s  CMS  Energy  has  eyen 
reconstituted  its  half-finished  Mid- 
land nuclear  station  as  a  limited  co- 
generation  partnership,  which  has  be- 
gun producing  both  steam  and  elec- 
tricirv'  for  sale  to  local  utilit}'  and 
intiustrial  customers,  cms  is  consider- 
ing repeating  the  \'enture  at  other  sites 
among  the  $20  billion  worth  of  other 
abandoned  nuclear  plants  around  the 
countn'. 

So  no  longer  are  the  projects  just 
small  hydro  or  \yind  power  plants. 
Independent  power  producers  are 
springing  up  on  a  large  scale,  selling 
power  to  utilities  e\'en  when  they  are 
not  required  b\'  federal  law  to  take  it. 
"Independent  power  producers  are 
going  to  pick  up  more  and  more  of  the 
power  need,"  sa\'s  Markus  Christen, 
the  head  of  project  finance  for  Credit 
Suisse,  which  has  $6  billion  worth  of 
such  projects. 

Thus,  without  man\'  people  notic- 
ing it,  the  utilities  are  being comerted 
i'vom  companies  both  producing  and 
selling  power  into  companies  selling 
power  produced  b\'  others. 

According  to  Washington's  Utility' 
Data  Institute,  the  nonutilirv  power 
producers     accounted     for     32,700 


78 


Forbes  ■  March  18,  1991 


If  it  ain't  broke,  fix  it. 


Take  fast  And  make  it  faster.  Take  smart  And  make  it  brilliant 
Believe  that  no  matter  how  well  you  do  something,  you  can 
always  do  it  better.  And  chances  are  you  will. 

At  the  CIGNA  Property  and  Casualty  Companies,  our  goal  is  to 
create  the  benchmark.  And  keep  raising  it  Which  is  exactly  the  way 

we  approach  claims 
management. 

To  be  more  thorough 
and  efficient,  we've 
streamlined  the  entire 
adjustment  process  for 
small  claims. 

We've  devoted  more 
resources  and  people  to 
manage  mid-size  claims. 

As  well  as  increased 
the  number  of  our 
outside  investigators  and 
specialists  to  handle 
large,  complex  claims. 
And  because  we  put 
decision-making 
authority  in  the  field, 
you  get  results,  not  red  tape.  What's  more,  we  are  providing 
everything  from  cost  containment,  rehabilitation,  subrogation  and 
litigation  management  to  loss  specialists  and  claims  technology. 

All  in  all,  this  total  commitment  to  quality  is  helping  us  to  beat 
the  rate  of  inflation  in  claims  losses.  For  information,  write  Jim  Engel, 
CIGNA  Property  and  Casualty  Companies,  Philadelphia,  PA  19192. 
Because  the  best  time  to  fix  something  is  before  it's  broken. 


We  get  paid  for  results! 


CIGNA 
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You  get  what  you  don't  pay  for. 


^Introducing  the  NEC  UltraLite"  286F  note-  ^Atypical  proportions 


book  computer.  The  best  value  in  notebooks. 

Buy  a  typical  notebook  computer  and  you 
get  exactly  what  you  pay  for 
A  typical  notebook 
computer. 

Buy  the  Ultra- 
Lite  286F  notebook, 
however,  and  you  get 
considerably  more  than 
you  pay  for. 
^Atypical  screen 


Speaking  of  getting  around,  the  UltraLite 
286F  is  actually  small  and  light 
enough  to  fit  com- 
fortably in  your 
briefcase. 
^Atypical  for  anyone 
but  NEC 


The  UltraLite  286F  screen, 
for  instance.  Instead  of  the     ih 
usual  blue  LCD,  you  get  a  black 
and  white  LCD  double  scan  CGA 
screen.  So  there's  greater  contrast 
for  optimized  text  readability.  In  fact, 
text  fonts  appear  as  clear  as  they  do  on  a 
VGA  LCD  screen. 
^Atypical  battery  lip. 

You  can  use  the  UltraLite  286F  for  virtually 
an  entire  coast  to  coast  flight,  thanks  to  a  battery 
life  that's  twice  as  long  as  most  other  notebooks'. 


CsC 

Compurers  and  Commurncarions 


You  also  get  standard 
features  like  an  internal 
3.5"  floppy  disk  drive  in 
addition  to  a  20MB  hard  disk 
drive.  An  80C286  processor  run- 
ning at  12MHz  with  1MB  of  RAM 
expandable  to  SMB.  Not  to  mention 
connectivity  options  including  serial, 
parallel,  CRT  and  external  disk  drive 
ports. 

In  short,  it's  totally  unheard  of  for  anyone 
else  to  give  you  so  much  in  such  an  affordable 
computer. 
But  for  NEC?  It's  very  typical. 
For  product  literature  or  location  of  your 
nearest  dealer  call  1-800-NEC-INFO. 


NEC 


Independent  power  producers 

megawatts,  or  close  to  5%  of  the  U.S.' 
electric  generating  capacity,  last  year, 
and  they're  headed  for  12%  by  the 
end  of  the  decade.  Another  7,400mw 
of  capacity  is  under  construction,  and 
52,700mw  planned  for  operation  be- 
fore the  end  of  the  decade. 

Independent  power  producers  ex- 
pect to  add  60,000mw  of  capacity  in 
the  Nineties,  versus  86,000  for  the 
regulated  utilities.  Utilities  like  Con- 
sumers Power  intend  to  rely  on  inde- 
pendent producers  (including  their 
own)  for  any  additional  power  need- 
ed in  the  fiiture. 

One  temporary  barrier  to  the  trend 
is  a  provision  in  the  Public  Utility 
Holding  G3.  Act  that  in  various  ways 
restricts  ownership  of  such  indepen- 
dent power  producers  by  both  utility 
and  nonutility  companies.  The  bet- 
ting is  that  Congress  will  amend  the 
act  and  so  further  erode  the  monopoly 
position  of  the  utility  companies. 

Why  this  growing  separation  be- 
tween distributors  of  power  and  man- 
ufacturers of  power?  The  indepen- 
dent producers  have  an  unbeatable 
cost  advantage  insofar  as  they  can 
leverage  their  projects  to  an  extent 
that  the  regulated  utilities  cannot. 
Registered  utilitv  holding  companies 
are  not  permitted  to  carry  more  than 
65%  debt,  for  instance,  while  the 
independent  power  producers  run 
debt  ratios  of  80%  and  higher.  With 
our  tax  laws,  borrowed  capital  is 
cheaper  than  equity  capital,  meaning 
that  the  higher  the  debt  ratio,  the 
lower  the  average  cost  of  capital. 

Most  important  of  all  is  the  profit 
discipline.  Because  there  is  no  regula- 
tory limit  on  their  returns,  the  inde- 
pendent power  producers  have  plenty 
of  incentive  to  cut  costs  anwhere 
they  can.  For  an  independent  produc- 
er, a  penny  saved  is  a  penny  earned. 
For  a  regulated  utility,  a  penny  earned 
over  the  allowed  rate  of  return  risks 
being  returned  to  the  consumers  in 
lower  rates. 

The  deregulatory  spirit  has  already 
broken  upon  the  telephone,  railroad, 
natural  gas  and  airline  industries. 
Now  comes  the  electric  utilities'  turn. 
"We  can  be  both  innovative  and  ima- 
ginative," says  Joseph  P.  Kearney, 
president  of  PG&E-Bechtel  Generating 
Co.  "The  market  is  open  for  us  to 
grab,  and  the  commissions  are  saying, 
'Go  for  it.'  "  ■■ 


A  note  of  cheer  in  a  gloomy  year  for  Detroit:  The 
Japanese  are  no  longer  gaining  market  share. 

Diggin'  in 


By  Jerry  Flint 

Can  DETROIT  HOLD  its  Still  formida- 
ble share  of  the  automotive  market 
against  the  continued  Japanese  on- 
slaught? The  chances  are  good.  For  all 
the  gloom  in  autoland  today,  the  U.S. 
companies  seem  to  have  checked  the 
Japanese  advance  even  if  they  haven't 
yet  rolled  it  back. 

Last  year  Detroit's  big  three  took 
66%  of  U.S.  car  sales,  down  from 
68%  the  year  before,  with  the  Japa- 
nese making  some  gains.  But  earlv 
this  year  Detroit  has  taken  close  to 
68%  again.  Holding  market  share  is  a 
lot  better  than  losing  it. 

Report  from  the  battlefront: 

Expensive  sedan  sector:  In  this  seg- 
ment, the  Japanese  carmakers  arc  in- 
troducing models  that  compete  more 
against  each  other  and  European  se- 
dans than  against  Detroit-made  iron. 
Honda's  Acura  Legend  was  the  first 
Japanese  contender  in  the  $25,000- 
to-$30,000  market.  Legend  sales  had 
one  good  year,  in  1988,  and  have 
been  drifting  down  since.  Legend  is 
now  butting  heads  with  other  Japa- 
nese companies.  Mitsubishi  moves  in 
this  spring  with  its  Diamante  to  battle 
the  Legend.  Toyota's  Lexus  division 
will  have  a  new  ES  250  in  that  market 
within  a  year,  meaning  this  relatively 
small  segment  is  getting  crowded 
with  Japanese  contenders. 

Small  coupes:  Toyota  and  Nissan 
are  bringing  in  new  models  this 
spring,  the  Toyota  Paseo  and  the  Nis- 
san NX  2000,  which  will  be  competing 
against  their  own  small  sporty  cars, 
such  as  the  Toyota  Celica  ST  and  the 
Nissan  SE-R,  as  weU  as  joint  venture 
models  like  Mitsubishi  Eclipse  and 
Ford's  Probe,  which  are  already  short 
on  customers  as  it  is. 

Midsize  sedans:  Toyota  is  tooling  a 
bigger  Camry  aimed  to  cut  into 
Honda  Accord  sales.  Nissan,  Subaru, 
Mazda  and  Mitsubishi  are  fishing  in 
the  same  midsize  sedan  waters,  all 
with  somewhat  disappointing  results. 
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Legend,  ES  250  and  Diamante 

Models  like  these  are  aimed  more  at 

each  other  than  Detroit  cars. 


Sure,  the  Americans  are  big  in  this 
market,  too:  Ford  with  its  Taurus  and 
Sable,  GM  with  four  more.  But  to 
some  extent,  import  customers  may 
be  a  separate  breed. 

It's  important  to  note,  too,  that 
while  the  Japanese  made  gains  in  the 
mid  and  up  ranges  of  the  market,  they 
may  not  be  making  money.  Is  any  car 
manufacturer  making  money  in  the 
U.S.  market?  "I  don't  think  so,"  says 
Carl  Hahn,  chairman  of  Volkswagen 
Group.  Toyota's  operating  profits  for 
the  six  months  ended  Dec.  31  fell 
16%  despite  rising  sales;  its  U.S.  busi- 
ness probably  had  a  good  deal  to  do 
with  that.  If  the  dollar  sinks  again,  it 
becomes  more  cosdy  for  the  Japanese 
to  compete. 

Nobody  in  Detroit  is  declaring  vic- 
tory yet,  but  neither  do  the  Japanese 
look  unstoppable.  ^M 
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Even  if  you're  honest  and  pay  your  taxes  on  time,  you 
could  get  caught  up  in  an  expensive  battle  with  the  IRS. 
But  how  do  you  deal  with  a  computer  that  won't  listen? 


WhyApr.lSis 


getting  worse 
and  woirse 


When  Stuart  Becker,  a  New  York 
Cit\'  CPA,  got  an  iRS  letter  demanding 
$6,000  of  interest  on  back  taxes,  he 
knew  it  was  a  mistake.  Becker  is  metic- 
ulous about  his  taxes,  and  besides,  the 
statute  of  limitations  had  run  out  for 
the  year  in  question.  After  several 
hours  of  investigation  and  dealing 
with  IRS  clerks  who  didn't  know  any- 
thing about  the  matter,  he  finally  got 
through  to  an  iRS  official  who  did. 
This  person  admitted  that,  yes,  the 
letter  was  a  mistake,  and  that  Becker 
didn't  have  to  pay.  But  the  iRS  man 
refused  to  send  a  letter  saying  so. 

Why?  After  much  wrangling,  it 
came  out  that,  by  mistake,  the  iRS  had 
sent  out  many  letters  like  Becker's. 
Since  lots  of  people  had  already  paid 
up,  it  would  be  inconvenient  for  the 
IRS  to  admit  the  mistake.  Whereupon 
Becker  threatened  to  take  the  story  to 
an  editor  friend  at  the  New  York  Times. 
The  friend  was  mythical  but  the  ploy 
worked.  The  iRS  gave  Becker  the  letter 
he  needed.  "I  have  it  in  my  files,"  he 
says,  "but  I  still  wonder  about  all 
those  other  people." 

So  it  goes  these  days  between  tax- 
payers and  the  mighty  Internal  Reve- 
nue Service,  which,  for  the  record, 
maintains  that  taxpayers  who  overpay 
receive  refiinds.  Becker  was  lucky:  He 
is  an  expert  who  knows  how  the 
system  works  and  isn't  afraid  to  stand 
his  ground.  And  he  didn't  bill  himself 
the  $300  an  hour  he  normally 
charges. 

But  most  taxpayers  aren't  so  lucky. 
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The  current  joke  among  CPAs  is  that 
Washington  could  cut  the  deficit  sim- 
ply by  sending  every  taxpayer  a  com- 
puter-generated letter  demanding 
$100.  Intimidated,  enough  people 
would  pay  that  the  government 
would  haul  in  billions  of  dollars. 

CPA  Becker  takes  the  joke  fairly 
seriously.  Says  he:  "If  a  chent  is  ada- 
mant that  I  fight  a  small  amount  on 
principle,"  says  Becker,  "I  simply  pay 
the  thing  myself.  Then  I  call  him  up 
three  months  later  and  say  We  won, 
and  I'm  so  happy  I  won't  charge 
you.' " 

So  chances  are  that  this  Apr.  15  and 
its  aftermath  will  be  even  more  terrify- 
ing than  the  date  usually  is  for  mil- 
lions of  Americans.  But  don't  blame 
the  situation  on  iRS  tyranny:  During 
the  1980s  Congress  doubled  the  size 
of  the  tax  code,  leaving  it  vastly  more 
complex  for  1040  filers.  Yet,  until 
recently,  it  has  left  the  iRS  severely 
short  of  both  capital  and  people. 

Thus  many  IRS  computer  systems 
are  1960s  vintage.  Only  now  are  they 
being  redesigned  so  that,  for  example, 
mismatches  of  names,  addresses  and 
Social  Security  numbers  don't  cause 
major  snafijs.  The  starting  salary  for 
IRS  lawyers  in  Chicago — $31,000 — 
is  half  what  it  is  at  leading  law  firms. 
The  Service  has  been  known  to  take 
weeks  just  to  open  its  mail. 

The  result?  "I  have  heard  more 
horror  stories  this  year  than  in  the  last 
ten  years,"  says  Red  Bank,  N.J.  CPA 
Douglas  Stives.  In  fact,  nearly  every 
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tic.  The  IRS  pursued  this  man  for  tax 
on  $1,600  of  interest  he  didn't  report. 
The  money  actually  belonged  to  his 
son — who  did  pay  tax  on  it — but  the 
bank  erroneously  filed  a  1099  with 
the  father's  name  on  it.  The  father 
should  have  entered  the  incorrect 
amount  on  his  own  return  and  then 
netted  it  out  with  an  explanation. 

9.  Pay  attention  to  the  exact  way 
information  goes  to  the  IRS.  One  tax- 
payer received  threatening  letters  de- 
manding tax  on  Aluminum  Co.  of 
America  dividends;  the  taxpayer  had 
listed  them  as  from  Alcoa.  To  avoid 
problems,  use  the  name  that  appears 
on  the  1099  when  you  are  doing  your 
Schedule  B  report  of  interest  and 
dividends. 

10.  If  you  have  your  securities  in 
street  name  (say,  in  a  margin  or  "cash 
management"  type  account),  list  the 
broker  as  the  payer  of  dividends  and 
interest,  if  that  is  who  issued  the 
1099.  List  interest  from  your  money 
market  mutual  fund  as  a  dividend. 

11.  Beware  of  hidden  assets.  One 
New  York  accountant  went  several 
rounds  with  the  iRS  over  interest  on  a 
bank  account  his  client  swore  he 
didn't  have.  It  turned  out  he  didn't; 
the  interest  was  from  a  secret  account 
of  his  wife's,  and  she  hadn't  given  him 
her  1099  form. 

12.  If  you  get  a  check  from  the  iRS  and 
it's  clearly  in  error,  don't  cash  it.  If  you 
do,   the   government   will 

want  it  back  with  interest. 
When  you  do  manage  to 
give  it  back,  which  may  not 
be  easy,  get  a  receipt  either 
by  delivering  the  check  by 
hand  to  an  IRS  office  or  by 
sending  it  certified  mail. 


13.  If  you  file  a  joint  return, 
make  sure  that  all  docu- 
ments relating  to  it — sched- 
ules, estimated-tax  pay- 
ments, correspondence — 
list  your  Social  Security 
numbers  in  the  same  se- 
quence as  on  the  iRS'  label. 
If  you  get  divorced,  attach  a 
letter  to  the  front  of  your 
return  explaining  this  and 
give  your  ex-spouse's  Social 


Security  number. 

14.  If  you  get  a  threatening  letter  from 
the  IRS  demanding  more  money, 
don't  panic.  But  do  act  quickly,  be- 
cause the  interest  clock  runs  from  the 
date  the  tax  return  in  question  was 
due,  and  that  interest  is  no  longer 
deductible. 

15.  If  the  IRS  demands  more  tax  but 
the  amount  is  small,  consider  paying 
it,  even  if  the  IRS  is  incorrect.  Figure 
out  what  it  will  cost  vou  and  vour 
accountant  in  time  and  energy  to  fight 
it.  Remember  that  even  if — and  this  is 
a  big  if^ — someone  actually  corrects  it 
fairlv  promptlv,  you're  likclv  to  get  at 
least  one  more  threatening  letter, 
maybe  more.  Also  consider  what  the 
IRS  might  uncover  if  it  gives  in  on  this 
little  point  but  winds  up  doing  a  hall- 
dress  audit. 

16.  In  your  eagerness  to  resolve  a 
situation,  however,  don't  allow  black 
marks  on  your  record.  It's  okay  to  pay 
a  late  filing  penalty,  but  don't  admit  to 
serious  offenses  like  substantial  un- 
derpayment of  taxes  or  fraud,  as  thev 
could  come  back  to  haunt  you.  If  you 
are  struggling  with  the  iRS  over  tax 
shelters  from  1981,  say,  don't  pay 
additional  tax  due  on  the  shelter  for 
1986,  even  if  it's  only  $100.  You 
might  prejudice  the  case  against  you 
for  the  earlier  years. 

1 7.  If  you  get  a  notice  threatening  you 
with  a  lien  or  levy,  move  quickly.  If 


you  have  already  responded  to  earlier 
notices,  gather  your  paperwork  and 
call  the  problem  resolution  officer  (see 
box,  opposite) .  Or  call  the  number  giv- 
en on  the  notice  and  try  to  talk  to  a 
collection  agent  who  can  put  a  freeze 
on  the  Service's  threats. 

Whatever  you  do,  don't  pay  the 
money  they're  demanding  if  you 
know  they're  wrong.  It  could  take  a 
year  to  get  it  back. 

18.  What  if  the  iRS  duns  you  on  a 
matter  that  appears  on  returns  from 
several  years?  If  the  IRS  is  right  and 
you  owe  extra  tax,  file  amended  re- 
turns for  all  affected  open  years  at 
once  if  you  want  to  avoid  the  penal- 
ties. (An  open  return  is  one  for  which 
the  statute  of  limitations  has  not  yet 
runout.) 

But  if  the  IRS  is  mistaken,  tr\'  to 
work  out  the  first  vear's  problem  and 
then  let  the  taxmen  come  to  you  for 
subsequent  years.  "With  the  IRS,  it's 
better  to  speak  only  when  you're  spo- 
ken to,"  says  Price  Waterhouse's 
George  Barbee. 

19.  Don't  drop  your  guard  once  vou 
have  resolved  a  problem  with  the  iRS. 
Remember,  the  feds  share  most  audit 
information  with  the  states,  and  the 
state  tax  collector  will  almost  certainly 
come  after  you  on  the  same  issue. 

20.  If  all  else  fails,  be  imaginative.  One 
taxpayer  we  know  was  dunned  by  the 
state  of  New  Jersey  for  money  he  did 
not  owe.  A  written  explanation  didn't 

help.  He  went  to  the  state 
government  manual  in  a 
public  library,  found  a  New 
Jersey  tax  official  who  had 
the  same  last  name  as  his, 
and  sent  a  letter  to  that 
official,  hoping  that  the  last 
name  on  the  return  address 
would  make  the  letter  look 
personal.  The  official 
promptly  straightened  out 
the  problem. 

So  long  as  Congress  in- 
sists upon  maintaining  an 
immenselv  complicated  tax 
code  and  expects  an  under- 
staffed Internal  Revenue 
Service  to  do  the  impossi- 
ble, the  situation  can  only 
get  worse.  -L.S.  ■■ 
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Once  stagnant  and  poor,  Spain  has  become  one  of  the 
world's  fastest-growing  economies.  But  right  now  it's 
suffering  some  growing  pains. 

Spain  on  $500 
a  day 


By  John  Marcom  Jr. 

While  the  U.S.  watches  the  dollar 
slip  slowly  out  of  bed,  Spain  has  the 
opposite  problem.  Its  currency,  the 
peseta,  has  climbed  to  unprecedented 
levels.  At  93  to  the  dollar,  the  peseta 
has  doubled  against  the  dollar  in  six 
years.  A  double  room  at  one  of  Ma- 
drid's best  hotels  is  $600.  Offices  cost 
more  than  in  Milan,  Frankiurt  or 
New  York.  A  plate  of  simpk  j anion  de 
Serrano,  a  traditional  first  course  for 
any  Castilian  business  lunch,  runs 
nearly  $25. 

Exuberant  madrilenos  aren't  terribly 
disturbed  by  these  high  prices  because 
they  are  flush  with  prosperity — a 
prosperity  that  began  in  the  1980s, 
when  newly  democratic  Spain  posted 
Europe's  fastest  economic  growth 
and  underwent  a  far-reaching  cultural 
awakening.  Even  in  this  sluggish  year, 
Spain  may  manage  economic  growth 
of  2.5%,  thanks  in  part  to  the  build- 
ing boom  in  advance  of  next  year's 
Olympics  in  Barcelona  and  World's 
Fair  in  Seville. 

But  the  strong  peseta  could  be  a 
problem  not  only  for  tourism  but  for 
Spain-based  manufacturers,  native-  as 
well  as  foreign-owned,  attempting  to 
carve  out  a  piece  of  the  European 
market. 

Once  a  mecca  for  bargain- hunting 
tourists,  Spain  is  now  quite  expensive. 
Tourists  are  learning  the  beaches  are 
less  crowded  and  cheaper  in  Turkey, 
Thailand  and  even  Florida.  Spain's 
surplus  on  tourism,  while  still  mas- 
sive, has  shrunk  at  least  $1  billion 
since  1988's  peak  of  $14  billion. 

The  modernization  of  an  outmod- 
ed industrial  base  got  an  enormous 
boost  from  low  costs.  In  1986  wages, 
as  measured  by  the  Paris- based  Orga- 
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Empty  Costa  del  Sol  beach 

Spain  is  getting  too  expensive. 


nization  for  Economic  Cooperation 
&  Development,  were  a  little  over  half 
the  average  for  the  major  industrial 
countries.  Big  U.S.  names  like  Gil- 
lette, AT&T  and  General  Electric 
joined  foreign  powerhouses  like  Ger- 
many's Volkswagen  and  the  Kuwait 
Investment  Office,  showering  $30 
billion  of  direct  inward  investment  on 
the  country  in  a  four-year  stampede. 

But  the  inevitable  happened:  As  the 
money  flowed  in,  the  costs  went  up. 
The  OECD  says  wages  are  now  80%  of 
the  average  and  rising,  reflecting  both 
inflation  and  the  strong  currency. 

GE  has  slowed  development  of  a 
huge  $1.7  billion  plastics  project  at 
Cartagena,  in  southeastern  Spain.  GE 
blames  the  delay  on  softening  global 
demand,  but  the  high-priced  peseta 


doesn't  help.  "The  rapid  deterioration 
in  cost  and  price  competitiveness  is 
eroding  the  relative  profitability  of 
[Spain's]  exports  and  investment," 
warned  theOECD  recendy.  Spain's  7% 
increase  in  its  labor  costs  in  1990  was 
the  country's  highest  in  five  years,  the 
OECD  noted. 

The  old  remedy,  devaluing  the  pe- 
seta, is  out  because  Spain  is  part  of  the 
European  Monetary  System.  The 
Spanish  embraced  the  system  in  mid- 
1989  as  another  symbol  of  good  Eu- 
ropean Community  citizenship. 

Membership  in  the  currency  system 
has  only  added  to  the  strength  of  the 
peseta.  Here's  why:  Spain's  inflation 
rate,  8%  when  it  joined,  was  higher 
than  Germany's  2%.  To  maintain  a 
stable  exchange  rate  against  the  mark,' 
the  Spanish  central  bank  had  to  keep 
its  interest  rates  high  enough  to  offset 
the  inflation  differential.  Even  now, 
Spain's  nominal  interest  rates  remain 
above  14% — so  far  above  most  world 
rates  that  Spain  sucked  in  large 
amounts  of  short-term  money;  this 
created  a  demand  for  the  peseta  that 
helped  drive  up  its  exchange  rate. 

Here  Germany  is  the  villain.  Still 
nervous  about  inflation,  the  German 
central  bank  keeps  interest  rates  high. 
Spain,  with  a  higher  inflation  rate 
than  Germany,  then  has  no  choice  but 
to  keep  its  own  interest  rates  even 
higher  than  the  German  rates. 

Spain's  relatively  mild  climate  and 
fertile  soil  should  allow  it  to  excel  in 
food  exports.  But  in  agriculture  Spain 
faces  problems  in  the  EC  that  Ameri- 
cans will  sympathize  with:  Pressure 
from  northern  European  farmers 
means  that  barriers  to  Spanish  food 
exports  to  the  rest  of  the  Community 
will  remain  high  until  at  least  1996. 

"We  are  in  for  a  very  difficult  pe- 
riod," says  Alberto  Ibanez  Gonzalez, 
head  of  Salomon  Brothers'  Madrid 
office.  Yet  no  one  thinks  the  difficult 
period  is  anything  more  than  an  inter- 
lude: Spain  still  has  enormous  poten- 
tial as  a  market.  The  average  Spaniard 
is  still  less  wealthy  and  less  equipped 
with  the  trappings  of  modern  life — 
expressways,  dishwashers,  even  tele- 
phones— than  other  Europeans.  As 
for  industrial  development,  Spain  still 
has  plenty  of  room  for  growth,  with  a 
large  local  labor  pool  and  access  to  the 
European  Community's  expanding 
markets.  Hi 
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The  Strong,  Silent  type. 

For  50  years,  one  life  insurance 
company  has  ranked  first  in  dividend 
performance  more 
times  than  any  other. 
That's  the  consistent 
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Northwestern 
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that  has  repeatedh 


'JinJ  Performance 
In  Last  50  Years 


received  the  highest  ratings  from 
Standard  &  Poor's,  A.M.  Best  and 
Moody's.  Not  everyone  has  heard  of 
us.  Some  people  have. 

Northwestern 
MutualLiie^ 

The  Quiet  Company® 


John  Naber,  Policyowner 
1976  Olympic  Gold  Medalist 


Source:  An  NML  study  of  20-year  interest-adjusted  cost  histories  for  comparable  ordinary  life  policies  as  published  by  Flitcraft  Cornpend  and  Best's  Flitcratt  Gjinpend  for  the  years  1941-1990.  Dividends 
are  not  an  estimate  or  guarantee  of  future  results.  Policy  value  increases  by  applying  dividends  toward  additional  paid-up  insurance.  ©  1991  The  Northwestern  Mutual  Life  Insurance  Co.,  Milwaukee,  WI 
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When  you  can  win  over 
attitudes  like  ours  with 

a  car  like  this,  it's  got 
to  be  good. 

This  one  is  terrific ' 
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Introducing  Caprice  Classic  LTZ. 
Motor  Trend  Car  of  the  Year 

■  Special  instrument  cluster  featuring  digital  speedometer  with  analog  gages. 
I  Sophisticated  sport-tuned  suspension.  ■  Unsurpassed  V8  highway  mileage  in  its  class. 

EPA  estimated  MPG  city  17/hwy.  26.  ■  Standard  4-wneel  anti-locR  brakes  and 
driver  s-side  air  bag.  ■  3-yecir/50,000-mile  Bumper  to  Bumper  Plus  Warranty.* 

MORE  PEOPLE  ARE 
WINNING  WITH 


OF  AMERICA 
TODAYS  CHEVROLET 

It  happens  only  once  a  year  Gathered  together  are  Americas  best 
for  1991.  Only  to  be  subject  to  a  battery  of  rigorous  tests  by  the  editors 
of  Motor  iVend.  Tests  ranging  from  acceleration 

and  braking  to  hours  of  on-the-road  driving. 

And  when  the  results  were  in,  enough  couldn't 
be  said  about  the  Caprice  Classic  LTZ. 

"The  LTZ  is  a  well-made  driver's  sedan."  "...  a  new 
benchmark  in  a  hiigh-quality  performcince-oriented  family  sedan, 
destined  to  be  an  important  car  on  the  American  scene." 
Caprice  Classic  LTZ.  The  Motor  Trend  Car  of  the  Year, 
and  another  reason  more  people  are  winning 
with  The  Heartbeat  of  America. 


br  terms  of  this  liiniied  \varninr\'.  A  di'ciiu  libit-  will  , 
If  I  finhli-in  and  Caprice  are  resiisiered  iradenKirks  i 
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It's  not  nice  to  mess  with  IVlother  Market.  Do  so,  the 
Aussies  have  found,  and  you  stand  to  get . . . 


Fleeced 


By  James  R.  Norman 


In  a  classic  case  study  of  how  com- 
modity price  support  schemes  breed 
their  own  doom,  the  Australians  ha\'c 
brought  a  quasi-governmental  body 
to  the  verge  of  insolvency  in  a  futile 
effort  to  prop  up  the  world  price  of 
their  major  export  product,  wool. 
Now  they're  desperately  tr\'ing  to  un- 
tangle the  situation. 

Our  yarn  goes  back  to  the  early 
1970s,  when  the  Australian  Wool 
Corp.  was  created  to  stabilize  volatile 
wool  prices. 

Funded  with  government  contri- 
butions and  levies  on  producers,  it 
stood  ready  to  buy  wool  at  a  modest 
floor  price  of  around  $  1  per  pound. 
The  system  worked  well  for  more 
than  a  decade  and  actually  amassed  a 
$1.3  billion  cash  surplus. 

But  in  the  late  1980s  the  wool 
market's  underlying  supply  and  de- 
mand staicture  was  twice  trans- 
formed. First,  demand  from  China — 
whose  business  the  Aussies  had  long 
courted — surged,  and  the  wool  pro- 
ducers grew  greedy. 

In  two  years  the  average  price  of 
wool  almost  tripled,  to  $4.25  a  pound 
in  early  1988.  The  Wool  Corp.  raised 
its  floor  price  sharply,  to  nearly  $3.20 


a  pound  by  mid- 1988. 

But  then  came  the  Tiananmen 
Square  crackdown  and  China's  with- 
drawal from  the  world  market.  As 
sudtienly  as  it  had  surged,  China's 
demand  for  wool  ebbed. 

Making  matters  worse,  the  Rus- 
sians quit  pa\'ing  their  bills.  Eastern 
European  demand  exaporatcd.  The 
overheated  market  began  to  crash  and 
producers  dumped  their  output  on 
the  Wool  Corp.,  which  had  to  buy  at 
the  posted  floor  price. 

The  price  could  have  been  lowered, 
but  only  at  a  political  cost  that  no  one 
in  authority  was  willing  to  bear.  So 
the  price  remained  artificially  high.  By 
mid- 1990  the  corporation  was  out  of 
money  and  held  2.8  million  bales — 
half  a  year's  production. 

To  stem  the  stockpile  growth,  the 
government  finally  cut  the  floor  price 
this  summer  to  $2.50  a  pound.  But 
wool  demand  has  continued  to  unrav- 
el as  consumers  worldwide  react  to 
what  are  still  ver\'  steep  prices  on  wool 
suits  and  coats. 

That  has  driven  away  trade  buyers: 
"No  one  is  going  to  buy  wool  if 
thev're  sure  the  price  is  going  down," 
says  John  L.  Glidden,  president  of 


L.W.  Packard  &  Co.  in  Ashland, 
N.H.  and  chairman  of  the  Wool  Man- 
ufacturers Council. 

The  fiiture  looks  no  brighter.  Over- 
all textile  demand  is  falling,  and 
wool's  share  of  the  U.S.  market  in 
outerwear  has  dropped  to  about  10% 
from  15%  in  the  past  two  years,  as 
prices  remain  ver\'  high  relative  to 
rival  synthetic  fibers. 

By  early  February'  the  Australian 
Wool  Corp.'s  stockpile  had  swelled  to 
nearly  5  million  bales.  Australian 
sheep  owners  have  already  shot  10 
million  of  the  countr\''s  170  million 
sheep  to  counteract  rampant  overpro- 
duction spawned  by  the  artificially 
high  prices  of  the  1980s. 

On  Feb.  12  the  government 
stunned  the  market  by  "suspending" 
the  price  support  scheme  until  the 
wool  season  ends  in  June.  Instead,  the 
government  will  guarantee  another 
$550  million  in  loans  to  assure  grow- 
ers $2.50  a  pound. 

Australia  will  no  longer  buy  and 
warehouse  the  wool.  It  will  let  it  trade 
at  its  market  price — perhaps  half  of 
the  old  floor  price — and  pay  farmers 
the  difference. 

Come  June,  if  the  system  survives, 
a  "conservative"  (i.e.,  much  lower) 
floor  price  may  be  reintroduced,  says 
Australian  Minister  of  Primary  In- 
dustries John  Kerin.  As  for  the 
existing  wool  mountain,  sales  will  be 
held  to  "a  minimum,"  Kerin  adds, 
while  plans  for  "orderly  disposal"  are 
worked  out. 

The  Wool  Corp.  strategists  still  bet 
wool  demand  will  bounce  back.  But 
traders  are  doubtful.  World  wool  out- 
put is  still  6%  higher  than  demand,  so 
it  could  take  a  decade  or  longer  to 
work  off  the  Aussie  stockpile  even  if 
production  is  cut  sharply. 

Short  of  a  quick  resumption  of 
Chinese  buying,  the  best  hope  is  to 
create  new  uses  for  wool.  On  this 
front.  New  Zealand's  Wool  Board, 
which  is  also  in  dire  financial  straits,  is 
taking  the  lead.  A  New  Zealand  scien- 
tist has  found  that  tiny  wool  balls, 
packed  in  a  plastic  sleeve,  can  soak  up 
40  times  their  weight  in  oil. 

The  New  Zealand  goxernment  is 
sending  two  planeloads  of  the  stuff  to 
the  Middle  East,  where  scientists  are 
still  trx'ing  to  clean  up  the  dexastating 
oil  slick  Saddam  Hussein  unleashed 
on  the  Persian  Gulf  HI 


92 


Forbes  ■  March  18,  1991 


R 


reddie  Mac's 
responsible  risk 
rrionagement  means 

protection,  even  in 
an  uncertain  market 


M. 


maintaining  a  high  level  of  stability 
is  no  easy  task.  But  with  the  experience  gained 
by  financing  over  8  million  home  mortgages, 
Freddie  Mac  has  become  the  most  stable  player  in 
the  secondary  mortgage  market.  And  that  makes 
Freddie  Mac  securities  high-quality  investments. 

An  active  quality-control  system  and  the 
highest  underwriting  standards  in  the  industry 
are  two  of  the  ways  Freddie  Mac  manages  risk. 
As  a  result  of  this  prudent  risk  management, 
Freddie  Mac's  delinquency  rates  are  just  one -halt 
of  the  industry  average. 

Another  factor  in  the  Freddie  Mac  equation 
is  diversity.  Pooling  loans  from  all  areas  of  the 


country  helps  ensure  that  regional 
economic  trends  have  minimal  effect 
on  Freddie  Mac's  securities. 

As  a  final  safeguard,  Freddie  Mac 
maintains  a  fraud  investigation 
unit  — the  first  of  its  kind  in  the  industry. 
This  helps  secure  and  protect  the  over- 
all quality  of  Freddie  Mac  securities. 
By  taking  the  lead  in  ensuring 
credit  quality,  Freddie  Mac  preserves  the 
caliber  of  its  mortgage -related  securities,  sheltering 
investors  in  stormy  times. 

THE  IDEA  BEHIND  ONE  IN  EIGHT     dB^     AMERICAN  HOMES 


Freddie  Mac 


STEADY 
FREDDIE 


Sectron  gun  technology  may  not 
DC  a  household  word . . . 


Scientists  explore  tlie  atomic  world  with  our  electron  microscopes. 


Hitachi's  electron  gun  technology  (EGT)  affects 
your  life  in  ways  you  may  not  have  even  imagined. 
It  is  involved  in  the  advancement  of  medicine. 
Chemistry.  Aerospace.  Electronics.  Biotechnology. 
Computers.  New  materials. 

And  that's  a  short  list. 

In  fact,  this  technology  can  be  found  in  products 
ranging  from  electron  microscopes  to  super  pro- 
jection televisions. 

Hitachi  is  a  world  leader  in  electron  microscopy. 
As  the  greatest  secrets  of  the  universe  lie  within 


the  realm  of  the  atomic  world,  our  efforts  here 
made  a  profound  impact  upon  science.  EGT  is 
the  reason. 

It  allows  unprecedented  levels  of  resolutio 
extremely  powerful  magnifications  —  an  elusiv 
combination  until  now. 

We  built  the  world's  most  advanced  electn 
microscope.  To  give  you  an  idea  of  its  power, 
imagine  discerning  a  grain  of  sand  on  the  moc 
From  your  back  porch 

Closer  to  home,  our  dual  focus  EGT  systei 
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. . .  Dut  it's  showing  up  in  more  and 
more  households. 


Our  bright  and  vivid  Ultravlslon  TVs  are  out  of  this  world. 


}  onsible  for  the  exceptionally  sharp  and  bright 
ges  found  on  Ultravision,  our  super  projection 
It's  the  first  television  to  deliver  850  lines  of 
lution.  An  incredible  feat. 

'^You'll  agree  that  picture  quality  is  simply  stun- 
;.  Perhaps  the  best  you've  ever  seen. 
But  don't  think  of  us  solely  for  electron  gun 
inology.  We're  a  US$45  billion  international 
ooration.*  With  290,000  employees.  And  over 
300  products  -  everything  from  optoelectronic 
igrated  circuits  to  electric  shavers. 


Perhaps  more  importantly,  Hitachi  is  synony- 
mous with  outstanding  quality  and  reliability. 
Which  is  even  more  reason  to  keep  our  name  on  the 
tip  of  your  tongue. 

*US$44,797  million;  net  sales  for  the  year  ending  March  31, 1990,  US$1=¥158. 
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Our  courts  try  to  right  every  wrong  except 

the  wrong  of  the  unjustly  sued  defendant. 

Here's  a  sensible  suggestion  that  would 

cut  down  on  unreasonable  lawsuits  and  help  make 

American  industry  more  competitive. 


Let  the 
loseir  pay 


By  Suzanne  L.  Oliver 

In  New  York  last  year  federal  prose- 
cutors indicted  Morris  Eiscn  and  two 
other  lawyers  from  his  firm  for  faking 
evidence  in  17  liability'  suits  thcv  had 
filed.  The  case  was  still  on  trial  at  press 
time.  Whether  or  not  the  defendants 


beat  the  rap,  there's  no  c^uestion  that 
abuse  of  the  legal  s)'stem  has  become  a 
terrible  drag  on  the  American  econo- 
my. In  his  soon-to-be-published  The 
Litigation  Explosion:  What  Happened 
When  America  Unleashed  the  Lawsuit 


Walter  Olson 

"What  if  the  lawyer  who  filed  ten  long-shot  suits  in  search 

of  one  lucky  break  had  to  pay  the  full  costs  of  the  other  nine?" 


(E.P.  Dutton/Tiaiman  Tallev  Books, 
$22.95),  legal  scholar  Walter  Olson 
offers  suggestions  on  how  the  courts 
can  be  purged  of  their  excesses. 

While  plaintiff  lawyers  may  dislike 
the  book,  most  Americans  will  agree 
that  something  must  be  done  to  curb 
predator}'  lawyers.  Already,  Olson 
notes,  the  U.S.  has  3  times  as  many 
lawyers  per  capita  as  Britain  does,  30 
times  as  many  malpractice  claims  and 
100  times  as  many  product  claims. 
Olson  visited  FORBHS  in  January  and 
explained  that  the  litigation  explosion 
was  spurred  b\'  recent  changes  in  the 
law  that  actually  encourage  more 
lawsuits. 

Olson:  Until  around  1970,  our  Icgah 
system  had  lots  of  rules  that  discour- 
aged people  from  filing  suits  without 
a  strong,  definite  case.  There  were 
various  procedural  controls  and  limits 
on  lavwers.  Also,  judges'  opinions 
were  written  yer\'  specifically,  to  re- 
duce the  gray  areas  and  make  it  clear 
whether  or  not  prospective  litigants 
had  a  case.  The  idea  was  that  litigation 
is  a  destructive,  wasteful  thing  that 
should  be  a  last  resort. 

This  has  changed.  The  whole  legal 
culture  nowadays  sees  litigation  as  a 
good  thing,  something  to  be  cheered. 

Forbes:  What  changed  in  the 
Seventies? 

The  new  idea  was  that  lawsuits  benefit 
society  by  deterring  accidents  or  bad 
behavior.  I  call  it  the  invisible-fist 
theory.  The  controls  on  organizing 
suits  were  removed.  The  obvious  ex- 
ample is  advertising  by  lawyers.  Until 
the  1970s,  lawyers  were  not  supposed 
to  "stir  up"  litigation,  let  alone  race  to 
the  scene  of  ever}'  air  crash. 

The  old  courts  refused  to  award 
damages  by  guessing  what  a  claim 
might  be  worth.  On  a  procedural 
leycl,  thev  kept  close  control  on  expert 
witnesses,  trying  to  screen  out,  say, 
the  t}'pe  of  doctor  who  might  testify 
that  a  car  crash  can  cause  cancer. 

Now  the  safeguards  are  down.  In 
many  states  anyone  can  come  in  and 
say  he  has  emotional  distress  from  this 
or  that  problem  and  sue  for 
$100,000.  Then  the  defendant  tries 
to  proye  the  plaintifi"  doesn't  have 
emotional  distress,  or  that  the  distress 
isn't  worth  $100,000.  The  dueling 
shrinks  come  in  to  back  each  side.  In  a 
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I  lot  of  courts  all  it  takes  to  be  an  expert 
:  witness  is  a  call  from  a  lawA'er. 

I  Typically,  a  plaintifPs  lawyer  re- 
;  ceives  at  least  one-third  of  a  client's 
;  award.  With  so  many  awards  run- 
;  ning  in  the  millions  of  dollars,  that 
I  fee  structure  is  a  powerful  incentive 
for    entrepreneurial     lawyers     to 
drum  up  business. 
The  contingency  fee  intensifies  the 
fighting  and  undermines  scruples  in  a 
subtle  wav.  There  arc  things  lawyers 
will  do  when  a  fortune  for  themselves 
is  on  the  line  that  thev  won't  do  when 
it's  just  a  fortune  for  a  client.  Look  at 
the  Morris  Eisen  case  in  New  York. 
Prosecutors  have  charged  Eisen  and 
other  trial  law\'ers  with  falsifying  tes- 
timony, forging  photographs,  and  us- 
ing a  pickax  to  widen  a  pothole. 

Overall  and  on  average,  a  system 
that  gives  plaintiff  attorneys  a  per- 
centage of  the  spoils  tilts  the  process 
toward  evidence  faking,  witness 
coaching  and  abusive  tactics. 

Wouldn't  there  be  fewer  frivolous 
and  excessive  claims  if  defendants 
fought,  rather  than  settling  even 
the  flimsiest  suits? 


Most  businesses  will  do  almost  any- 
thing to  avoid  being  sued.  This  gives 
enormous  leverage  to  trial  lawyers. 

In  suits  against  what  I  call  bystand- 
er defendants,  lawyers  sue  dozens  or 
hundreds  of  companies  on  the  scene 
in  some  disaster,  and  then  shake  them 
down  by  the  dozen.  Remember  the 
Dupont  Plaza  hotel  fire  in  Puerto 
Rico,  set  by  the  disgruntled  union- 
ists? Lawyers  for  the  victims  sued  all 
the  companies  that  made  flammable 
things  in  the  hotel,  on  the  theor\'  that 
these  products  contributed  to  the  fire 
and  smoke.  They  even  sued  the  little 
company  that  made  the  dice  used  in 
the  hotel  casino. 

Most  of  these  bystander  companies 
coughed  up  $100,000  or  $200,000 
to  be  let  out  of  the  case.  The  lawvcrs 
used  that  money  as  a  war  chest,  to  go 
after  the  defenciants  they  were  really 
interested  in. 

Many  plaintiffs'  lawyers  argue  the 
contingency  fee  is  the  only  way  peo- 
ple of  ordinary  means  can  get  law- 
yers to  fight  on  their  behalf  against 
big  companies  and  institutions. 
They  claim  they  are  champions  of 
the  little  guy  against  the  big  bully. 


Almost  every  other  countr)'  has  a 
better  way  to  handle  this.  They  make 
the  losing  opponent  pay  the  fees  of 
the  winning  lawyer  at  the  end  of  the 
suit.  That  way  an  accident  victim  with 
a  good  case  can  find  a  lawyer  just  as 
easily  in  a  countn,'  like  Britain  as  here. 

You  propose  some  solutions  in 
your  book.  What  are  they? 

It  would  help  if  the  courts  strength- 
ened Rule  1 1 ,  a  rule  governing  federal 
court  procedures.  Rule  1 1  was  beefed 
up  in  1983  to  allow  litigants  who  are 
wrongly  tied  up  in  court  to  obtain 
compensation  from  those  who  put 
them  there. 

There  is  a  big  irony  here.  Our  legal 
system  carries  on  about  how  it  stands 
for  full  compensation  for  harm  done 
and  fiill  accountability  for  wrongdo- 
ing. Yet  it  doesn't  like  to  make  lawyers 
compensate  the  people  they  hurt  in 
the  course  of  litigation. 

Long  term,  we  really  have  to  join 
the  rest  of  the  world  in  adopting  the 
English  rule,  which  allows  the  winner 
to  recoup  his  lawyer's  fees  from  the 
loser.  It  is  a  powerful  way  to  encour- 
age victims  to  stand  up  to  extortionate 
claims.  ^M 
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If  you're  a  prudent,  tax-conscious  investor, 
consider  Scudder  Medium  Term  Tax  Free  Fund. 
It  pursues  higher  yields  than  you'd  normally  find  in  a  fixed-price,  tax-free 
money  market  fund.  And  as  an  intermediate-term  portfolio,  it  also 
seeks  more  price  stability  than  a  potentially  higher-yielding  long-term 
municipal  bond  fund.  What's  more,  every  bond  in  the  Fund  is 
Investment  Grade, 

T^^    as  rated  by  Moody  s    Scudder  Mediuni  Tfemi 

^^r       or  Standard  &  Poor's,      'J^  ^lee  Fund 
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as  rated  by  Moody's 

or  Standard  &  Poor's, 

with  at  least  80%  rated 

A,  AA  or  AAA.  Call  for  a 

free  information  kit  on  this 

pure  no-load^ 


mvestment. 


SCUDDER 


America 's  First  *  ^ 

Family  of  No-Load  Funds 


Yield  and  share  price  fluctuate.  Contact  Scudder  Fund  Distributors,  Inc.  for  a  prospectus,  which  contains  more  complete  information  on 
management  fees  and  other  expenses.  Read  the  prospectus  carefully  before  you  invest  or  send  money. 


It  was  impossible.  Until  they  called  Lockheed: 
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Lockheed  leads. 


When  America  needs  to  break  technological  barriers,  it  comes 

to  Lockheed. 

Whether  it  is  the  first  sub-launched  ballistic  missile,  the  first 
Mach  3  jet,  the  first  stealth  fighter  or  the  first  jam-resistant  satellite,. 


The  F-117,  the  world's  first  stealth  fighter 
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Lockheed  gets  the  call.  It's  our  legacy. 

Technological  leadership  is  what  sets  America  apart  from  the  rest 
of  the  world.  Lockheed  is  committed  to  maintaining  that  leadership, 
for  the  benefit  of  our  customers,  our  shareholders,  and  our  country. ' 
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The  problem  of  U.S.  cars  versus  Japanese  cars  is,  at 
least  in  part,  one  of  image.  Why  else,  when  Chrysler  and 
Mitsubishi  sell  precisely  the  same  car,  does  Mitsubishi 
come  out  ahead  on  sales? 

Advantage, 
Mitsubishi 


By  John  Harris 

The  Plymouth  Laser  and  the  Mitsu- 
bishi Eclipse  are  identical  sports 
coupes  built  bv  Diamondstar  Motors, 
a  50-50  partnership  between Chnsler 
and  Mitsubishi.  (The  same  vehicle  is 
sold  as  an  Eagle  Talon  by  Jeep/Eagle 
dealers.)  Whatever  the  nameplate,  the 
zippy  car  sells  for  $1 1,000  for  a  basic 
model,  around  $17,500  for  a  souped- 
up  version. 

Last  year  Chrysler's  3,000  dealers 
sold  40,000  Lasers  while  Mitsubishi's 
500   dealers   sold   50,000   Eclipses. 


That  astounding  difference — 100 
cars  per  Mitsubishi  dealer,  13  per 
Chrysler  dealer — saNS  a  kn  about  the 
image  problem  facing  American- 
made  cars  these  da\'s.  leep  dealers  did 
only  slightly  better  than  Chn'sler 
dealers,  selling  28,000  Talons,  or 
about  18  per  dealer. 

A  recent  sun'ey  b}'  Popular  Mechan- 
ics found  manv  LT.S.  car  buvers  sav 
thev'd  rather  buv  American  than  Japa- 
nese if  the  cars  were  similar.  Here's  a 
case  where  the  Japanese  and  Ameri- 


can cars  are  more  than  similar;  they're 
identical.  Yet  the  Japanese  nameplate 
outsells  the  American.  Why.> 

Part  of  the  problem  is  image.  "Peo- 
ple perceive  the  Japanese  car  to  be 
better  qualit)'.  It's  a  lot  easier  to  sell  an 
Eclipse  than  a  Laser,"  says  Ira  Rosen- 
berg, who  should  know.  He  owns 
adit:)ining  Plymouth  and  Mitsubishi 
dealerships  in  Cr\'Stal  Lake,  111. 

But  image  isn't  the  only  reason 
Mitsubishi's  Eclipse  outsells  the  Laser 
and  Talon.  Tiny  Mitsubishi  (just 
1.5%  of  the  U.S.  auto  market,  com- 
pared with  10%  for  Chr\'sler's  divi- 
sions) outmaneu\'cred  Chrysler  on 
the  marketing  front.  Both  Mitsubishi 
and  Chn'sler  correctly  identified  the 
target  market:  educated  professionals 
A^c  25  to  35  with  incomes  of  $40,000 
and  up.  They  both  figured  that  wom- 
en would  make  up  a  bigger  chunk  of 
those  buyers  than  men — Chrysler  ex- 
pected its  buyers  to  be  65%  female. 
But  Chr\'sler  and  Mitsubishi  went 
after  their  target  market  in  very  differ- 
ent ways. 

Take  the  car's  name.  Mitsubishi,  at 
the  time  still  an  unknown  in  the  U.S., 
correctly  guessed  that  youthful  cus- 
tomers are  usually  more  willing  to 
experiment  with  an  unfamiliar  name- 


Plymouth's 
Laser  RS 

Chrysler  aimed 
at  female  buyers, 
but  it  talked  in 
male  lingo. 


Mitsubishi's 
Eclipse  GSX 
Courting  buyers 
in  aerobics 
classes  meant 
more  sales  to 
women. 
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Innovative  Business  Solutions 
Tb  Real  Business  Needs. 


You  don't  achieve  new  business  goals  by  looking  at  things  the  same 
old  way.  New  business  needs  demand  new  thinking.  Sharp  Thinking 
about  business  technology  that  works  the  way  you  work  today. 

Sharp  Thinking  created  the  first  high-resolution  VGA  notebook 
computer  small  enough  to  fit  in  your  briefcase,  the  powerful  Wizard 
Electronic  Organizer,  the  world's  first  desktop  fiill-color  fax  and  the 
high-performance  Masters  Series  Copier/Duplicator. 

Creating  high-quality  products  that  meet  your  needs  made 
Sharp  copiers  number  one  in  customer  satisfaction.  And  made  Sharp 
the  number  one  selling  fax  brand  in  America. 

Sharp  Thinking.  It's  built  into  hundreds  of  innovative  Sharp 
products.  It's  behind  our  comprehensive  dealer  programs  that 
provide  your  business  with  total  service  and  support  long  after  your 
purchase.  And  now  the  Sharp  National  Account  Program  (SNAP) 
offers  the  same  benefits  to  large  businesses. 

To  learn  what  Sharp  Thinking  can  do  for  your  business, 
call  1-800-BE  SHARP 


;'1991  Sharp  Electronics  Corporation 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


ANKINGSYSTIMS- 
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AIG  Issues  Forum 


Whyreformingourlia 

America  is  to  suoea 


Excessive  iiABiiin  awards  make  it  todgh 

FOR  U.S.  COMPANIES  TO  COMPEH. 

We  are  a  compassionate  society.  We  want  to 
compensate  those  who  have  suffered. 

But  when  our  courts  expand  the  traditional 
concepts  of  liability,  causing  defendants  to  pay 
excessive  compensation,  we  add  to  the  costs  we 
all  pay  for  goods  and  services.  We  encourage 
companies  to  stop  research  and  development  on 
new  products.  And  we  even  make  it  harder  for 
American  companies  to  compete  overseas. 

Paying  A  HIDDEN  TAX. 

In  reality,  the  American  system  of  liability  has 
become  the  source  of  a  hidden  tax  on  our 
economy— a  tax  that  can  account  for  as  much  as 
50%  of  the  price  paid  for  a  product. 

What's  worse,  it  has  been  estimated  that  this 
hidden  tax  amounts  to  $80  billion  a  year— a  sum 
equal  to  the  combined  prohts  of  the  nation  s  200 
largest  corporations. 

Our  economic  competitors'  legal  systems  do  not 
encourage  litigation  to  the  extent  we  do.  Consider, 
for  example,  that  there  are  30  times  more  lawsuits 
per  capita  in  the  U.S.  than  in  Japan. 

Is  it  any  wonder  that  America  is  having  a  tough 
time  competing  in  overseas  markets? 

UnCERTAINH  STIRES  ENTERPRISE. 

The  unpredictability  of  our  liability  system  is 
also  enormously  costly  to  American  competitiveness. 
For  example,  in  a  recent  survey  of  CEOs,  the 
Conterence  Board  found  that  worry  about 
potential  liability  lawsuits  caused  47%  of  firms 
surveyed  to  discontinue  one  or  more  product  lines. 
What's  more,  25%  stopped  certain  product 
research  and  development,  and  39%  decided 


against  coming  out  with  a  new  product. 
Meanwhile,  our  overseas  competitors  continue  to 
research  and  develop  new  products  at  an  ever- 
increasing  pace. 

Are  we  controlling  risks 
or  increasing  them? 

When  we  give  a  drunk  driver  the  right  to  sue 
an  automaker  or  highway  engineer  for  a  million 
dollars  after  a  crash,  are  we  controlling  risk? 

Or  just  encouraging  risky  and  careless 
behavior? 

If  you  are  a  manufacturer,  you  can  be  sued  even 
if  your  product  has  state-of-the-art  safety 
features.  Even  if  your  customer  misused  it  against 
your  instriictions.  Even  if  the  risks  of  misuse 
were  obvious. 

When  fear  of  lawsuits  causes  physicians  to  limit 


tysystem  is  essential  if 
k  overseas  mMs. 


services  to  patients— or  worse,  to  abandon  their 
practice  altogether— lack  of  adequate  treatment 
means  greater  risks  for  everyone. 

Is  this  controlling  risk  or  increasing  it? 

It's  an  unhealthy  and  dangerous  situation  that 
needs  correcting. 

We  must  reform  our  "deep  pockets" 

APPROACH  TO  LIABILin. 

Specifically  we  need  to  change  our  approach 
and  base  liability  suits  on  fault. 

Our  current  system  often  encourages  the 
frivolous  suing  of  those  with  the  ability  to  pay— in 
other  words,  those  with  "deep  pockets."  But  does 
it  make  sense  to  hold  such  parties  entirely  liable, 
even  if  they  were  only  minimally  at  fault? 

A  MORE  RATIONAL  APPROACH. 

Those  who  suffer  economic  losses  because  of 
another's  negligence  should  be  fairly  reimbursed. 
No  one  could  argue  with  this  principle.  There 
should  also  be  just  compensation  for  pain  and 
suffering  resulting  from  real  and  severe  injuries. 

But  can  we  afford  to  continue  a  system  that 
encourages  litigation  and  financial  judgments 
bearing  little  direct  relationship  to  fault  or  to  the 
actual  cost  of  injuries  suffered? 

Clearly  a  better  approach  is  needed. 

Congress  HAS  A  ROLE. 

Legislation  providing  a  uniform  product  liability 
standard  would  allow  American  companies  to 
compete  without  the  burdens  of  excessive  liability 
risks.  And  this  would  unclog  the  courts  and  put 
American  business  in  a  stronger  position  as 
barriers  to  international  trade  andinvestment  fall. 

There  is  proposed  legislation  before  Congress 


dealing  with  these  issues.  A  solution  to  the  liability 
crisis  is  vital  to  American  competitiveness,  and 
Congress  can  play  a  role  in  restoring  the  right 
balance. 

So  DO  THE  COURTS. 

When  all  is  said  and  done,  our  courts  are  the 
interpreters  of  our  laws  and  our  values.  It's 
our  values  as  a  society  that  count,  especially  as 
reflected  in  the  courts  and  individual  jury 
decisions. 

Together  our  legislative  and  judicial  branches 
must  recognize  the  damage  being  done  to 
American  competitiveness  from  the  current 
liability  system.  And  help  America  restore  the 
proper  balance. 

Why  is  AIG  running  ads  like  this? 

AIG  (American  JnternatUmal  Group)  is  the 
largest  under-writer  of  commercial  and  mdustrial 
insurance  in  America,  cmd  the  leading  U.S. -based 
international  insurance  organization. 

Since  we  deal  every  day  with  issues  ajjecting  the 
future  of  the  world  economy,  it's  understandable  that 
we  champion  reform  designed  to  strengthen  the 
competitive  stance  of  American  business  in  global 
markets. 

Perhaps  you'll  want  to  keep  the  ball  rolling  by 
contacting  your  elected  officials-judges  and 
legislators-with  your  own  views. 

Or  if  you  prefer,  write  Mr.  M.R.  Greenberg, 
Chairman,  AIG,  70  Pine  Street,  New  York,  NY  10270. 


World  leaders  In  insurance 
and  financial  services. 
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plate  if  they  like  how  a  car  looks  and 
performs.  The  name  Eclipse  suggest- 
ed "a  happening,  a  major  event,"  says 
Mike  Nash,  Mitsubishi's  vice  presi- 
dent of  marketing.  Adds  Richard 
Recchia,  executive  \'ice  president  and 
chief  operating  officer  for  Mitsubishi 
Motor  Sales  of  America:  "We  had  to 
make  this  car  come  across  as  a  ver\' 
vibrant,  voung  t\'pe  of  vehicle." 

First,  Mitsubishi  started  earlv  and 
spent  big.  Several  months  before  the 
vehicle's  launch,  it  blitzed  the  market 
with  a  $35  million  ad  campaign  for 
the  Eclipse — 37%  of  Mitsubishi's  to- 
tal 1989  advertising  budget.  Then 
Mitsubishi  departed  from  traditional 
automotive  marketing  formulas  bv 
featuring  women  drivers  in  its  T\' 
commercials  and  eschewing  the  kinds 
of  engineering  specifications  so  be- 
loved by  male  gear-heads.  Instead, 
Mitsubishi  fashioned  an  image  that  an 
Eclipse  was  the  "in"  car  to  own. 

Mitsubishi  also  noticed  something 
else.  "The  people  we  wanted  to  get  in 
the  car  were  working  out  in  a  g)'rr 
every  day,"  says  Nash.  Mitsubishi 
sponsored  a  contest  among  aerobics 
instructors,  awarding  cars  to  the  two 
who  signed  up  the  most  class  mem- 
bers for  test  drives.  Result:  5,000  test 
drives.  Mitsubishi  tried  other  stunts, 
too,  including  a  kev-in-the-bottle 
promotion  with  Agree  shampoo. 

Chr)'sler?  With  17  Chr>'sler/Ply- 
mouth  cars  to  sell,  it  had  fewer  dollars 
to  put  toward  the  Laser  than  Mitsubi- 
shi did  for  the  Eclipse;  Mitsubishi 
sells  only  5  cars.  But  Chr\'sler  was  also 
slow  off  the  mark,  and  its  support  was 
tepid.  Most  Laser  ads  showed  up  in 
car  buff  magazines,  which  reach  few 
women,  and  the  Laser's  lone  TV  spot 
touted  the  car's  ample  horsepower 
and  speed.  Chrysler  also  had  to  con- 
tend with  the  Plymouth  label — more 
utilitarian  than  sport)^  The  typical 
Plymouth  buyer  is  40- plus  years  old. 
The  upshot:  Mitsubishi  took  the  lead 
early  and  hasn't  let  go. 

In  his  television  commercials, 
Chrysler  Chairman  Lee  lacocca 
blames  his  competitive  problems  on 
Japan's  overblown  image  for  qualitv. 
"Our  cars  are  ever\'  bit  as  good  as  the 
Japanese,"  he  insists — and  with  sub- 
stantial evidence  to  back  his  claim. 
But  to  the  extent  the  problem  is  im- 
age, not  quality,  Chrysler  has  some 
work  to  do.  ^M 


It's  Chinese  New  Year  again,  which  means  the  cognac 
makers  are  falling  all  over  one  another  to  market  their 
wares  to  the  Hong  Kong  Chinese  and  other  revelers. 

Cognac  wars 


Bv  Joel  Millman 


New  Year's  festivities  and  cognac  ads 
Remy  Martin  and  Courvoisier 
pitch  consumers  who  drink 
two  bottles  per  person  per  year. 


Last  month  the  Chinese  ushered  in 
the  Year  of  the  Ram.  Which  means 
that,  in  addition  to  noisy  street  pa- 
rades and  banquets  in  Chinese  neigh- 
borhoods, the  annual  cognac  market- 
ing wars  arc  raging  again. 

Hong  Kong  Chinese  adore  cognac, 
which  they  usuallv  drink  over  ice  in 
highball  glasses.  The\'  consume  about 
two  bottles  per  person  per  year — four 
times  the  U.S.  average  and  more  than 
anyone  else  in  the  world,  including 
the  French,  who  drink  less  than  one- 
quarter  bottle  per  person  a  year. 

Small  wonder,  then,  that  Remy 
Martin,  Courvoisier,  Martell  and 
Henness\'  are  courting  Chinese  cus- 
tomers wherever  thev  can.  At  New 
York's  opulent  Triple  8  Palace,  a  dim- 
sum  restaurant,  Remy  has  an  impos- 
ing promotional  light  box  at  the  en- 
trance. Counoisier  hit  back,  convinc- 
ing Triple  8  to  stock  C]our\'oisier 
bottles  in  glass  cases  in  the  lobby. 

But  the  real  coup  is  latching  on  to 
the  neighborhood's  social  elite.  "The 


Chinese  community  is  still  very 
feudalistic,"  says  New  York's  Joseph 
Lam,  whose  L3  Advertising  pitches 
Remy  Martin  to  Asian  consumers. 
"They  look  up  to  the  leaders." 

Looking  for  leaders,  Remy  has 
forged  an  alliance  with  New  York's 
powcrfiil  Chinese-American  Plan- 
ning Council,  which  dispenses  pa- 
tronage and  oversees  construction 
projects.  Remy  donated  $20,000  in 
merchandise  in  sponsoring  the  coun- 
cil's New  Year's  banquets  for  1,800. 
In  the  center  of  each  table,  an  $85 
bottle  of  13-year-old  Remy  xo. 

For  its  part,  Martell  hooked  up 
with  New  York's  On  Leong  ton£[ — 
one  of  Chinatown's  most  prestigious 
private  societies.  On  Leong's  head- 
quarters now  proudlv  displavs  a  Mar- 
tell banner.  And  Hennessv  sponsors  a 
contest  for  voung  musicians  and  art- 
ists, with  $10,000  in  prize  money. 

So  far  Remy's  on  top,  but  as  they 
sav  in  cognac  marketing,  .wait  until 
next  Chinese  New  Year.  ■■ 
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We  know  every  customer 
has  a  lot  riding  on  us. 

It  s  the  most  precious  commodity  customers  place 

with  us  -  their  trust.  And  at  CF,  we  know  we  have  to  earn  it 

day  in  and  day  out,  with  every  single  shipment  we  carry, 

just  as  we  have  for  over  sixty  years  now. 

That  means,  first  of  all,  that  we  have  to  deliver  those 

shipments  consistently  on-timc.  h  also  means  that  we  have 

to  anticipate  customer  needs  and  constantly  invest  in  new 

ways  to  meet  them. That's  why  the  CV  family  of  companies 

can  serve  your  total  transportation  needs  with  full  global 

capabilities  -by  land, sea, and  air.  We've  also  developed  the 

industry's  most  advanced  computer  tracking  system, 

and  our  motor  freight  company  is  the  first  transportation 

carrier  to  equip  its  national  sales  force  with  cellular 

telephones  to  expedite  customer  communications. 

CF  has  built  a  company  that's  Miles  Ahead  in  superior 

customer  service.  Because  we've  never  forgotten  what  our 

customers  have  riding  on  us.  It's  a  lot  more  than  freight. 


COnSOLIDHTED 

FREiGHTUjnvs,  inc. 


The 
CnmpanQ 


Miles  aheaD 


SIEMENS 


1954.  That  was  then. 


Siemens  opens  its  first  American  office.  Located  in  New  York's  Empire  State  Building, 
a  staff  of  seven  offers  electric  and  electronic  engineering  to  the  U.S.  marketplace.  First 
year  sales  were  less  than  $1  million. 


)  Siemens  Corporation  1991 


1991.  This  is  now. 


Today  Siemens  spans  the  continent  with  450  locations  in  towns  and  cities  across 
America,  making  leading  edge  technologies  in  electric  and  electronic  engineering 
available  coast  to  coast.  Siemens  employs  more  than  35,000  people  nationwide, 
including  10,000  men  and  women  at  60  manufacturing  sites.  Together,  they're  contrib- 
uting to  a  growing  company  that's  producing  more  than  $4  billion  in  annual  sales. 
And  all  that  is  continuing  to  make  a  growing  contribution  to  America's  economy 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '90.  Box  8003U,  Trenton,  NJ  08650. 
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Reuben  Mark  has  been  appropriately  lauded  for  his 
accomplishments  at  Colgate-Palmolive.  But. . . 

Is  efficiency 
enough.^ 


By  Gretchen  Morgenson 

Reuben  Mark,  the  52-ycar-old 
chairman  of  New  York- based  Col- 
gate-Palmolive Od.,  has  rccei\'ed 
much  praise  for  his  leadership  of  the 
big  consumer  products  company,  and 
rightly  so.  In  six  short  \'ears  he  has 
transformed  $5.7  billion  (sales)  Col- 
gate from  sleepy  and  inefficient  to 
lean  and  ver\'  profitable.  Exidence? 
Colgate's  earnings  have  grown  15% 
annually,  to  $321  million  last  year,  or 
$4.56  a  share.  Return  on  equit\'  has 
doubled,  to  26%;  consumer  goods 
companies  average  about  20%. 

Now,  here's  the  really  impressive 
part:  All  this  came  mainly  by  expand- 
ing profit  margins,  not  from  volume 
growth.  In  the  past  six  years  gross 
margins  have  jumped  from  39%  to 
45%,  but  unit  volume  has  grown  5% 
annually.  Impressed,  investors  have 
bid  the  stock  from  under  20  in  1984 
to  around  74  today,  a  loft\'  16  times 
trailing  earnings. 

Let's  look  a  bit  closer.  Mark  has 
improved  profit  margins  by  consoli- 
dating manufacturing  and  distribu- 
tion and  investing  heavily  to  auto- 
mate outmoded  plants.  He  jettisoned 
unrelated  businesses,  like  the  com- 
pany's health  care  subsidiaries,  and 
reduced  staff  by  almost  50%.  He  de- 
serves kudos  for  cost-cutting. 

The  other  force  driving  Colgate's 
profits  upward  has  been  the  weak 
dollar.  More  than  two-thirds  of  the 
company's  operating  profits  came 
from  overseas  last  year.  By  contrast, 
rival  Procter  &  Gamble  earns  29%  of 
its  income  abroad.  Bonita  Austin,  an- 
alyst at  Wertheim  Schroeder  in  New 
York,  says  that  foreign  currency  gains 
added  30  cents  to  the  company's 
$4.56  earnings  per  share  last  year,  but 
this  was  largely  offset  by  a  dilution 
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from  acquisitions.  But  note,  too,  the 
inherent  danger:  Once  the  dollar 
strengthens  again — which  it  may  well 
do  in  a  post  Gulf  war  en\'ironment — 
currencx'  le\'erage  will  work  the  other 
way,  against  Colgate's  profitabilit\'. 

So  credit  part  of  the  impressive 
profit  gains  to  g{K:)d,  tight  manage- 
ment; credit  half  to  luck. 

What  now.'  What's  needed  now 
that  Mark  has  squeezed  out  about  all 
the  fat  there  is  to  squeeze  is  new 
products  and  innoxative  and  intelli- 
gent marketing.  This  is  especially  cru- 
cial for  Mark  because  his  company  no 
longer  has  the  lock  on  international 
markets  that  it  did  five  years  ago. 

Early  on  the  scene  in  Europe,  the 
Far  East  and  South  America,  Colgate 
is  well  established  abroad.  But  it  is 
getting  increasingly  rough  competi- 
tion from  Procter  &  Gamble  ever\'- 
where  it  sells,  p&g's  new  chairman, 
Edwin  Artzt,  ran  the  company's  inter- 
national side  until  a  year  ago  and  is 
aggressively  attacking  global  markets. 
Forty  percent  of  the  company's  $1.3 
billion  in  capital  expenditures  last  year 
was  spent  overseas  and  with  good 
results:  p&g's  overseas  sales  have  in- 
creased 32%  since  1988.  Besides  P&c, 
formidable  competitors  already  en- 
trenched in  overseas  markets  are  busi- 
ly expanding:  Unilever,  France's 
L'Oreal,  Germany's  Henkel  and  Ja- 
pan's Kao. 

Colgate's  problem  is  one  of  bal- 
ance. Not  only  docs  the  better  part  of 
the  company's  operating  profit  come 
from  abroad,  so  does  all  of  its  growth 
in  sales.  In  1990  Colgate's  domestic 
sales  were  flat,  while  oxerseas  sales, 
spurred  by  volume  and  currency 
gains,  grew  18%.  Compare  this  with 
Procter  &  Gamble,  whose  sales  last 


year  increased  12%  in  domestic  mar- 
kets and  13%  internationally. 

Faced  with  increased  competition 
from  some  of  the  very  companies  to 
which  it  has  lost  ground  in  the  U.S., 
Colgate  may  begin  to  suffer  overseas. 
In  laundry  detergents,  for  instance, 
Colgate  concedes  that  it  has  lost  the 
battle  for  domestic  market  share;  in- 
creasing prices  have  made  its  deter- 
gents more  profitable  but  reduced  its 
market  share  from  13.2%  in  1985  to 
7.9%  today.  Unilever  has  won  much 
of  that  business. 

Colgate's  brands — they  include 
Palmolive,  Ajax  and  Irish  Spring — arc 
some  of  the  best  known  in  the  world. 
What  has  it  done  to  extend  them?  Not 
much  at  home,  but  more  abroad.  Its 
portion  of  the  world  toothbrush  mar- 
ket is  gaining,  to  13%  last  year.  Col- 
gate now  sells  Palmolive  shampoo 
and  conditioner  in  many  overseas 
markets  and  its  Ajax  name  is  on  sever- 
al liquid  cleaners. 

But  in  toothpaste,  vxhere  Colgate  is 
number  one  with  42%  of  the  world 
market,  the  company  has  done  virtu- 
alh'  nothing  to  compete  against  the 
so-called  natural  ingredient  tooth- 
pastes like  Tom's  of  Maine  and  Arm  & 
Hammer  Dental  Care  from  Church  & 
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a  Colgate  Chairman 

I  Reuben  Mark 
After  cutting 
much  fat,  Mark 
needs  to  show 
some  marketing 
muscle. 

Never  easy  when 
P&Gis 

breathing  down 
your  neck. 


Dwight.  In  just  two  years,  Church  8c 
Dwight  has  taken  7%  of  the  U.S. 
toothpaste  market.  Tom's  of  Maine  is 
growing  rapidly  in  the  Northeast  and 
is  rolling  its  product  out  into  other 
big  U.S.  markets.  Qjlgate's  Gum  Pro- 
tection Formula  toothpaste,  expected 
in  the  U.S.  soon,  has  the  same  anti- 
plaque  ingredient  that  is  in  P&g's 
forthcoming  Crest  Gum  Health 
toothpaste. 

Outside  of  oral  care,  Colgate  has 
had  few  new  product  hits.  For  exam- 
ple, its  Fab  One-Shot,  a  premeasured 
packet  of  laundry  detergent  and  fabric 
softener  that  Colgate  trumpeted  in 
1987  as  the  most  in  wash-dav  conve- 
nience, failed. 

Developing  breakthrough  prod- 
ucts costs  big  money.  But  Mark,  an 
accomplished  cost-cutter,  may  not  be 
willing  to  pay  the  price  that  other 
companies  are  paying.  Colgate  sets 
aside  less  than  2%  of  its  revenues  for 
research  and  development.  Compare 
that  with  p&g's  almost  3%  and 
L'Oreal's  almost  5%. 

Even  when  Colgate's  k&d  depart- 
ment comes  up  with  something  really 
new,  the  product  may  not  make  it  to 
supermarket  shelves.  Two  decades 
ago  Colgate  was  working  on  a  pio- 


neering combination  shampoo  and 
conditioner,  according  to  one  source. 
But  somehow  the  company  dropped 
the  ball.  Procter  &  Gamble  intro- 
duced its  version,  Pert  Plus,  in  1985; 
now  it's  the  number  one  shampoo  in 
the  U.S.,  with  12%  of  the  $1.5  billion 
market.  Already  hot  in  Japan,  Pert 
Plus  is  targeting  Colgate  business  in 
Australia,  the  Philippines  and  Europe. 
Granted,  breakthrough  products 
don't  come  along  every  day  even  at 
the  most  advanced  research  outfit. 
The  next  best  thing?  Line  extensions. 
Consider,  for  example,  how  tiny 
($430  million  in  sales)  Church  & 
Dwight  turned  humdrum  Arm  & 
Hammer  baking  soda  into  a  multi- 
brand  powerhouse.  "Beginning  with 
the  simple  concept  that  baking  soda  is 
a  deodorizer.  Arm  &  Hammer  ex- 
tended its  product  line  brilliantly," 
savs  Elizabeth  Eagles,  head  of  Cre- 
ative Marketplace,  a  Stamford,  Conn, 
consulting  firm.  Indeed,  the  Arm  & 
Hammer  brand  is  now  the  number 
three  player  in  laundry  detergents,  is  a 
growing  force  in  toothpaste  and  ac- 
counts for  38%  of  carpet  deodorizer 
sales.  Church  &  Dwight's  operating 
earnings,  which  come  almost  entirely 
from  domestic  sales,  rose  more  than 


20%  in  1990.  Colgate  has  missed  this 
boat  completely.  It  has  had  a  baking 
soda  toothpaste,  called  Peak,  since  the 
1970s,  but  it  never  went  anywhere. 
Market  share:  less  than  2%. 

Overseas,  Colgate  has  extended  the 
Palmolivc  brand,  selling  lotions  and 
shampoos.  But  in  the  U.S.,  Colgate 
has  avoided  the  shampoo  and  skin 
care  markets,  thereby  underutilizing 
its  powerful  brand  names.  Procter  & 
Gamble  has  not  made  this  mistake. 
P&G  extended  its  Ivory  brand  by  intro- 
ducing shampoos  and  conditioners  in 
the  mid-1980s;  together  they  com- 
mand nearly  7%  of  their  markets.  And 
skin  care,  one  of  the  few  high-growth 
markets  in  consumer  goods,  has  yield- 
ed rich  rewards  for  Colgate's  competi- 
tors. Domestically,  P&G  owns  27%  of 
the  nearly  $2  billion  market  for  facial 
creams  with  its  Oil  of  Olay  brand. 
Global  sales  of  these  beauty  creams 
were  up  60%  in  1990;  volume  rose 
42%  and  profits  on  the  line  doubled. 

Reuben  Mark  defends  his  record. 
"The  concept  here  is  not  hitting  home 
runs  necessarily,"  he  says.  "It's  one  of 
continuous  improvement.  Last  year 
we  introduced  189  new  products." 
That  number  is  less  impressive  than  it 
first  seems:  Mark  acknowledges  that 
only  4  new  products  were  in  the  U.S. 
and  many  were  launches  of  existing 
products  in  new  markets. 

As  for  not  moving  into  the  sham- 
poo market  here,  Mark  says  this: 
"This  country  is  the  most  expensive  to 
launch  new  products  in,  and  is  the 
most  fragmented  market."  True,  but 
inaction  can  be  more  dangerous  than 
action  in  situations  like  this. 

Yet  Mark  aims  to  double  his  com- 
pany's sales  of  body  care  products — 
soaps,  shampoos,  creams — to  more 
than  $2  billion  by  1995.  That  would 
in  part  mean  taking  business  from 
outfits  that  are  firmly  established  in 
those  markets:  P&G,  L'Orcal,  Uni- 
lever and  Kao.  Not  easy  and  certainly 
not  cheap — but  Colgate  is  budgeting 
over  10%  in  the  way  of  ad-spending 
increases  through  1995. 

This  is  an  efficient  company,  to  be 
sure,  but  efficiency  is  only  part  of  the 
game;  growth  is  the  other  part.  With 
1 3  years  to  go  to  retirement,  Mark  has 
time  to  put  some  growth  into  the 
company.  Unless  he  does,  investors 
may  soon  be  wondering  if  Colgate  is 
really  worth  16  times  earnings.      ^ 
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America's  award-winning  sedan. 

The  day  it  first  rolled  off  the  assembly 
line  Ford  Taurus  began  winning  awards. 
From  the  most  respected  automotive  and 
consumer  magazines  to  design  associa- 
tions,  the  praise  for  Taurus  has  been  almost 
universal.  Now,  some  might  think  that  all 
this  acclaim  would  lead  us  to  sit  back  and 
rest  on  our  laurels.  One  drive  and  it's 


obvious  they  couldn't  be  more  wrong.  ' '  1 

Continuous  improvement. 

We've  never  stopped  trying  to  make 
Taurus  even  better.  In  fact,  over  300  refine 
ments  have  been  made  since  it  was  intro- 
duced. Ranging  from  major  changes  like 
entirely  new  engine  choices,  to  thoughttul 
touches  like  an  easily-accessed  remote 
trunk  release. 


With  all  the  awards  ife  won, 
you  might  think  we'd  be  satisfied 


Buc;klB  up-logether  we  can  save^ 


nportant  safety  features. 

laurus  ,s  equipped  with  32  standard 

ety  features  including  a  driver's  side 
bag  supplemental  restraint  system  to  be 
f  w.  h  your  safety  belts  and  3-poTn 
a  seat  belts.  Plus  the  available  ant 
•akmg  system  with  four-wheel  disc  br^' 

rfamiir'""""'^'""^'"^""'   ^ 


One  of  Car  and  Driver's  "Tpn 

Tt^ord*'^.""""-^'^**^- 

At  l^ord,  we  re  proud  of  our 

pliilosophy  of  continuous 

improvement.  This  attitude, 
and  tlie  results  it  produces, 
have  made  Taurus  an  award- 
wmnmg  sedan  every  year 
since  its  introduction. 


Can  U.S.  companies  successfully  apply  Japanese 
concepts?  Trying  eventually  cost  Florida  Power  &  Light's 
John  Hudiburghis$646,000-a-yearjob. 

A  hero 
without 
a  company 


By  Robert  Chapman  Wood 

In  early  1989  John  J.  Hudiburg,  the 
chairman  and  chief  executive  of  Flori- 
da Power  8c  Light  Co.,  was  riding 
high.  The  utilitv's  operating  income 
had  more  than  doubled  since  Hudi- 
burg had  become  president  ten  years 
earlier,  fpl  Group,  the  utilit\''s  hold- 
ing company,  in  keeping  with  then- 
current  trends,  was  expanding  into 
insurance,  real  estate,  and  also  energy 
projects  outside  Florida.  Later  in 
1989  a  prestigious  Japanese  commit- 
tee would  award  fpScL  the  first  Dem- 
ing  Prize  for  quality  ever  given  to  a 
company  outside  Japan. 

But  when  fpScL  announced  it  re- 
ceived the  esteemed  award  that  fall, 
Hudiburg  was  no  longer  in  charge. 
He  had  resigned  after  the  new  chair- 
man of  the  holding  company  made  it 
clear  that  he  didn't  support  Hudi- 
burg's  way  of  managing. 

What  had  gone  so  terribly  wrong? 

The  saga  begins  with  Hudiburg's 
predecessor,  Marshall  McDonald, 
who  was  determined  to  make  fp&l 
"the  best-managed  electric  utility  in 
the  U.S."  At  an  international  power 
industry  conference  held  in  Tokyo  in 
the  early  1980s,  McDonald  pressed 
Japanese  utility  executives  with  ques- 
tions. Were  they  using  the  same  quali- 
ty control  techniques  as  Japanese 
manufacturers? 

Kansai  Electric  Power,  which 
ser\'es  Japan's  industrial  heartland 
around  Osaka,  was  using  such  meth- 
ods. McDonald  visited  Kansai  Elec- 
tric and  was  impressed  with  its  superi- 
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or  peformance.  For  example,  false 
warning  signals  caused  five  to  seven 
shutdowns  of  the  average  FP&L  nucle- 
ar reactor  each  vear.  Yet  Kansai  went 
through  an  entire  year  without  a  sin- 
gle shutdown.  fpScL  customers  suf- 
fered an  average  of  85  minutes  of 
power  outage  per  vear,  Kansai  cus- 
tomers only  7  minutes. 

In  1984  Kansai  Electric  had  won 
the  Dcming  Prize  for  quality.  The 
prize,  a  highlv  respected  award  in 
Japan,  was  named  after  the  U.S.  stat- 
istician and  business  moralist  W.  Ed- 
wards Deming.  Deming  had  intro- 
duced statistical  qualit}'  control  to  the 
Japanese  while  on  lecture  tours  in  the 
early  1950s. 

McDonald  and  Hudiburg,  who 
were  then  chairman  and  president  of 
the  utility,  respectively,  were  awed  by 
Kansai  Electric's  achievements.  "I 
guess  I  got  religion,"  recalls  Hudi- 
burg. He  hired  Professor  Noriaki 
Kano  of  the  Science  University  of 
Tokyo,  and  four  other  eminent  Japa- 
nese consultants.  The  new  consul- 
tants were  soon  Florida- bound. 

Why  didn't  Fp8cl  simply  rely  on 
Deming  himself,  who  at  90  is  still 
active?  fpScl  wanted  a  complete  man- 
agerial system  that  would  produce 
results  like  Kansai's.  It  concluded  that 
the  Japanese  had  one,  and  Deming 
did  not.  Says  Frank  Voehl,  vice  presi- 
dent of  Qualtec,  a  consulting  and 
training  company  that  is  a  subsidiar\' 
of  FPL  Group:  "Deming  gave  us  the 
'Why-to.'  The  Japanese  gave  us   a 


'How-to.' " 

About  this  time  McDonald  turned 
over  to  Hudiburg  the  job  of  imple- 
menting the  Japanese  how-to.  Mc- 
Donald, as  head  of  the  newly  formed 
holding  company,  began  breakfasting 
with  investment  bankers  as  he  started 
seeking  acquisitions. 

Hudiburg,  a  35-year  veteran  of  the 
utility,  sought  his  new  Japanese  teach- 
ers' advice  even  on  parts  of  the  compa- 
ny that  already  ran  well.  Professor 
Kano  visited  the  company's  jewel,  the 
St.  Lucie  nuclear  facilit)',  where  he 
tried  to  get  managers  to  clarify  its 
confijsing  30-page  organizational 
chart.  And  where,  he  demanded,  were 
the  process  flow  charts,  describing 
liow  work  was  actually  conducted? 
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The  consultants'  approach  was  vcr\' 
Japanese.  Western  teachers  generally 
lay  out  theories  and  then  elaborate  on 
them  with  details  and  data.  The  lapa- 
nesc,  by  contrast,  tend  to  emphasize 
concrete  examples  over  theories.  Sho- 
ji  Shiba,  a  Japanese  quality  expert  w  ho 
teaches  at  mix's  Sloan  School  of  Man- 
agement, explains  the  Japanese  ap- 
proach in  these  terms:  By  putting 
theory  first  Westerners  often  encour- 
age an  "■I-already-know-it"  attitude 
toward  important  details. 

Total  Quality  Control  is  a  well- 
defined  management  theoiy,  intluen 
tial  in  most  major  JapaiiLse  tirms. 
Kiyoshi  Uchimaru,  former  president 
of  NEC  IC  Micrcjcomputer  Systems, 
explains  the  appioach  this  way    It. 


involves  changing  "from  'loulls-uii 
ented  criteria'  to  'process-oiicntcd  ai  ■ 
teria.'  "  Ihis  is  a  tancy  way  ot  saving 
that  if  ytm  get  the  details  i  ight.  ihc 
results  will  take  care  of  thciu:>clves 

Follov\ing  the  Japanese  s\ si:em  led 
to  substantial  changes  at  li&j..  All 
emplovees  uerc  rei.|Uiitd  lu  study  a 
seven-step  version  of  die  "plan  do 
check-act"  problem-solviiig  icch 
nK]ue.  Problem-soh'ing  assi^iaucULS 
weie  added  to  empk)yn.s'  duties. 

Under  Japanese  tutelage,  i<r6d-.\s 
pouei  outages  declined  subsiaiitially. 
Customer  complauiis  tell.  u„'>.,'  is 
H'&l.  sssieiuatieallv  studied  rrn,  rea 
sons  that  people  weiC  v.ouiplainmg 
and  resolved  the  problci.jcN  Foi  m 
staoee,  the  ee)iiipaii\  di-'coveied  em 


pL^..c:>  v/jre  dunning  customers  for 
unpaid  bills  j/cn  after  other  employ- 
ees had  worked  out  payAiCiit  agrcc- 
Uie^its.  Ihij  vviis  stopped. 

Liisciicduled  downtime  of  fp&l's 
tb_,3ii  fuel  po  .V  er  plants  fell  from  over 
14%  n*  1986  :o  less  than  4%  in  1989. 
(„-usL.jiAicr  coinplaiiits  to  tlie  Florida 
Public  Service  Commission  declined 
by  60%  during  the  saine  period.  Lost- 
tinic  iiijurics  fell  from  1.28  per  100 
eiuplc-^^Cj  per  year  to  0.39. 

Hudibmg  saw  himself  as  a  pioneer 
m  a  rnovci.xnt  tliat  could  restore  U.S. 
mdust.iy.  Ill  facL,  a  Xerc:  vice  presi- 
de/.: dcoCiioeu  ri.sd,  uo  '"the  bench- 
mark ot  L.S.  qualit)'."  In  1987  Hudi- 
buig  helped  peis^i;de  Congress  to 
establish  tne  Malcolm  Baldrige  Na- 
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tional  Quality  Award  as  a  U.S.  equiv- 
alent of  Japan's  Deming  Prize,  widi 
Hudiburg  as  die  Baldrige  Founda- 
tion's second  president.  "I  feel,"  says 
Hudiburg  of  the  award's  growing 
influence,  "like  the  kid  at  the  top  of 
the  mountain  who  kicked  a  little  rock 
off,  and  it  turned  into  an  avalanche." 

But  the  avalanche  buried  Hudiburg 
himself  Why?  Because  Hudiburg  was 
trying  to  move  a  difficult  Japanese 
system  to  a  whole  new  cultural  con- 
text without  Americanizing  it.  It 
wasn't  clear  fpScL  people  even  under- 
stood it.  Workdays  lengthened.  Pa- 
perwork mounted.  When  employees 
objected  to  elements  of  the  new  pro- 
gram, executives  often  dismissed  their 
complaints. 

Hudiburg  was  preening  the  com- 
pany to  win  the  Deming  Prize  in 
1989.  A  company  seeking  the  prize 
must  rigorously  document  all  pro- 
cesses and  systems  that  make  up  its 
business.  Every  employee,  from  the 


The  St.  Lucie  (left) 
and  Turkey  Point 
nuclear  facilities 
The  Japanese 
were  brought 
into  Turkey  Point 
late  in  the  game. 


chief  executive  to  janitors  and  recep- 
tionists must  be  prepared  to  tell  exam- 
iners how  he  or  she  fits  into  the  system 
of  serving  customers.  A  sound 
enough  idea  but  not  one  that  can  be 
implemented  with  ease. 

Meanwhile,  at  least  one  significant 
problem  was  not  addressed.  In  1986 
the  Nuclear  Regulatory  Commission 
had  put  fp8cL's  older  nuclear  plant — 
the  long-troubled  Turkey  Point  facili- 
ty— on  its  "watch  list."  Hudiburg 
didn't  initially  invite  his  new  consul- 
tants into  the  plant.  Nor  did  he  deal 
with  the  plant's  problems  effectively. 
In  1988  the  commission  still  had 
complaints.  Regulators  noted  people 
at  the  plant  seemed  at  least  as  interest- 
ed in  "the  appearance  of  quality"  as  in 
achieving  quality. 

An  outside  research  firm  that  had 
surveyed  employee  attitudes  urged 
the  company  to  reevaluate  the  timeta- 
ble of  the  quality  program.  But  in  the 
summer  of  1988  Hudiburg  an- 
nounced that  Florida  Power  &  Light 
would  "challenge"  for  the  prize. 

When  the  Deming  examiners  ar- 
rived from  Japan  in  the  summer  of 
1989  the  company  was  ready  for 
them.  FP&l's  Deming  Prize  applica- 
tion and  description  of  the  company's 
operations  ran  to  more  than  1,000 
pages.  The  examiners  were  deeply 
impressed  by  the  Americans'  efforts. 

But  trouble  was  brewing.  McDon- 
ald's diversification  campaign  was  a 


disaster.  The  insurance  company,  Co- 
lonial Pcnn  Group,  and  fpScL's  cable 
television  and  real  estate  operations 
were  failing  to  produce  the  expected 
results.  In  last  year's  third  quarter  FPL 
Group  took  a  $752  million  write- 
down on  the  new  businesses;  Colo- 
nial Penn  is  now  for  sale.  In  1989 
McDonald,  then  70,  retired  as  chair- 
man. Rather  dian  replace  him  with 
Hudiburg,  then  61,  the  directors 
looked  outside  the  company. 

James  Broadhead,  the  new  holding 
company  chairman,  arrived  in  the 
middle  of  Deming  audit  preparations. 
He  tells  Forbes  he  was  shocked  by 
Turkey  Point's  problems  and  low  mo- 
rale as  indicated  in  the  1988  employee 
survey.  When  the  Deming  audit  was 
completed,  Hudiburg  was  moved  up- 
stairs as  chairman  emeritus. 

In  May  1990  Broadhead  suspend- 
ed procedures  considered  central  to 
FP&L  Japanese-style  Total  Quality 
Control.  FP&L  was  soon  a  long  way 
back  toward  decentralized  U.S.  ways, 
with  the  emphasis  on  individual  deci- 
sion making  rather  than  on  system. 

Hudiburg,  now  completely  retired 
from  the  company,  remains  proud  of 
the  program.  "What  we  did  was  a 
classic  example  of  America's 
strength,"  he  says. 

MIT's  Professor  Shiba  suggests, 
however,  that  Hudiburg  and  his  aides 
went  too  far  in  copying  Japan.  Shiba 
says:  "The  basic  technology  of  Total 
Quality  Control  is  completely  trans- 
ferable, but  you  cannot  make  an 
American  company  just  like  a  Japa- 
nese company.  You  have  to  look  for 
an  FP&L  way."  ^ 


Robert  Chapman  Wood  is  a  Rockland,  Mass.- 
based  writer  and  business  consultant. 
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How  to  close 
an  eight-person  deal 


AnMriMeCpnference    I 
1800225-0233  I 


with  a  single  call. 


AT&T  Teleconference  Services  let  you 
connect  any  number  of  key  players  just 
by  dialing  1800  225-0233. 

When  turning  a  deal  into  a  done  deal 
takes  input  from  three  people  or  more, 
AT&T  Teleconference  Services  can  save  you 
precious  time. 

It's  a  simple  matter  of  dialing  toll-free 
1 800  225-0233.  After  that,you  can  leave  it 
to  an  AT&T  conference  specialist  to  set  up 
an  on-the-spot  or  reserved  phone  meeting 
with  a  whole  Rolodexful  of  people,  if  that's 
what  you  need. 


You  can  even  get  viewpoints  from  people 
overseas.  And  whether  you're  in  your  office,  a 
hotel  or  a  phone  booth, you  always  have  the 
option  of  charging  your  conference  calls  to 
your  AT&T  Calling  Card. 

So  the  next  time  you're  dealing  with  a  lot 
of  players,  deal  us  in,  too.  We'll  help  take  the 
legwork  out  of  getting  to  the  handshake  stage. 

Productivity.  Another  AH^  advantage. 

To  make  your  AT&T  Teleconference 
call  or  for  additional  information,  just  call 
1800  225-0233. 


ngsiATSr  Rokxtex  brand  is  a  registered  trademark  of  INSILCO. 


ATbT 

The  right  choice. 


^B 


Plenty  of  companies  that  are  expected  to  do  well 
suddenly  run  into  trouble.  Here's  one  that  was 
expected  to  die  but  continues  to  thrive. 

Printing  money 


By  Ignatius  Chithelen 

If  Harold  Haverty  believed  what 
he  read  about  his  company  in  the 
business  press  (Forbes  included)  or 
the  analysts'  reports,  he  would  have 
merged  his  company  into  a  bigger 
outfit  with  better  prospects  long  ago. 
Fortunately,  he  believed  neither  re- 
porters nor  analysts. 

Haverty,  60,  is  chief  executive  of 
Deluxe  Corp.  Based  in  St.  Paul, 
Minn.,  and  once  known  as  Deluxe 
Check  Printers,  the  company  prints 
half  of  all  checks  written  by  individ- 
uals and  small  businesses  in  the  U.S. 

In  the  checkless  societv'  widely  pre- 
dicted early  in  the  1960s  and  again  in 
the  early  1980s  (see,  for  example, 
Forbes,  May  23,  1983),  checks  were 
to  be  replaced  by  the  electronic  trans- 
fer of  funds.  But  when  was  the  last 
time  you  used  your  personal  comput- 
er to  pay  a  bill.'  Americans  wrote  a 
total  of  about  48  billion  checks  last 
year,  37%  more  than  they  wrote  in 
1980.  Deluxe  turned  in  its  52nd  year 
of  record  revenues:  $1.4  billion  and 
earnings  of  $172  million  ($2  a  share). 
Return  on  equity  has  averaged  nearly 
29%  for  over  a  decade. 

Still,  if  printing  checks  is  not  a  dead 
business,  it  is  a  mature  business.  In  the 
last  two  years,  growth  in  check  de- 
mand has  slowed  to  about  2%  a  year. 
There  is  very  little  room  for  growth 
through  acquisition:  Deluxe  and  two 
competitors,  John  Harland  and 
Clarke  American,  now  control  rough- 
ly 90%  of  the  check  market. 

Haverty  says  he  is  determined  to 
maintain  Deluxe's  average  real  annual 
revenue  growth  at  5%  to  8%.  Some  of 
that  he  can  get  from  raising  prices. 
Delu.xc  has  raised  prices  every  year 
since  1975.  It  currently  charges  its 
customers — primarily  financial  insti- 
tutions— $8  to  $15  for  a  box  of  200 
checks,  depending  on  style  and  vol- 
ume of  orders.  The  institutions  in 
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Deluxe  Chief  Executive  Harold  Haverty 
"If  we  lose  a  check  to  an  ATM  we 
will  catch  the  electronic  transaction." 


turn  typically  add  on  an  average  25% 
to  30%  markup. 

But  if  Deluxe  is  to  grow  8%  annual- 
ly from  its  current  size,  price  hikes  will 
not  be  enough.  Haverty  will  have  to 
rely  more  and  more  on  the  diversifica- 
tions that  Deluxe  began  years  ago. 

In  1982  Deluxe  began  supplying  a 
variety  of  document  forms  for  com- 
puters used  by  small  businesses,  many 
of  them  its  check  buvers.  In  1986 
Deluxe  spent  $72  million  acquiring 
A.O.  Smith  Data  Systems,  which  sells 
software   for  automated   teller  ma- 


chines and  electronic  funds  transfer. 

"If  we  lose  a  check  to  an  ATM,  we 
plan  to  catch  the  resulting  transac- 
tion," says  Haverty.  This  puts  Deluxe 
into  tough  competition  with  process- 
ing operations  run  by  Electronic  Data 
Systems  and  banks  like  CoreStates 
Financial  and  Fifth  Third  Bancorp. 
But  Deluxe  is  at  least  holding  its  own 
and  now  provides  software  and  pro- 
cesses transactions  for  three  of  the  five 
largest  regional  bank  ATM  networks. 
In  a  related  diversification,  Deluxe 
f  sells  software  for  point-of-sale  sys- 
f  tcms  and  electronic  check-authoriza- 
I  tion  services. 

Deluxe  moved  fiirther  afield  in 
1987  when  it  bought  Current,  Inc.,  a 
direct  mail  vendor  of  discounted 
greeting  cards  and  giftwraps,  for 
$180  million.  Current's  sales  grew 
16%  last  year,  to  $218  million,  while 
operating  income  increased  over 
33%,  to  an  estimated  $19  million. 

Sales  of  Deluxe's  forms  increased 
13%,  to  $164  million.  But  electronic 
funds  transfer  revenues  grew  by  7%, 
less  than  expected.  Deluxe  has  now 
teamed  up  with  Scicon  Networks,  the 
U.K.'s  largest  computer  services  com- 
pany, to  push  sales  in  Europe's  faster- 
growing  funds  transfer  business. 

All  in  all,  Deluxe's  new  businesses 
have  grown  to  the  point  where  they 
now  account  for  35%  of  Deluxe's 
revenues  and  an  estimated  25%  of  its 
operating  income.  Haverty  expects 
them  to  keep  growing  much  faster 
than  the  check-printing  business  and 
to  account  for  a  growing  proportion 
of  both  revenues  and  profits. 

What  plans  has  Haverty  in  mind  for 
Deluxe's  cash  pile — $104  million  net 
of  all  debt  and  growing  rapidly!"  No 
major  acquisitions.  But  he  is  spend- 
ing. He  has  nearly  doubled  Deluxe's 
dividend  since  1986.  And  in  the  last 
two  years  he  has  repurchased  nearly  2 
million  shares.  There  are  84  million 
outstanding;  another  buyback  pro- 
gram will  reduce  that  to  75  million. 
Likely  cost:  $270  million — if  the 
shares  are  bought  at  last  year's  average 
repurchase  price  of  $30. 

Deluxe's  stock  was  recently  trading 
at  38%,  roughly  17  times  estimated 
1991  earnings.  The  lesson  here:  Next 
time  someone  predicts  the  demise,  for 
technological  reasons,  of  a  soundly 
managed  company,  remind  him  or 
her  about  Deluxe.  ^M 
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You  thought  the  regional  Bells  were  secure 
monopolies?  Not  any  longer.  Competition  is 
picking  away  at  their  juicy  franchises. 

Divestiture 
revisited 


By  Gary  Slutsker 

Since  the  breakup  of  the  Bell  Sys- 
tem seven  years  ago,  the  regional  tele- 
phone utilities  have  been  in  clover. 
Their  comfortable  business  of  collect- 
ing monthly  rent  for  telephone  lines 
and  taking  a  large  commission  for 
handling  connections  for  long-dis- 
tance companies  has  made  them  Wall 
Street  favorites.  The  stock  prices  of 
the  seven  regional  Baby  Bells  have  on 
average  tripled,  to  a  level  of  twice 
book  value. 

All  this  good  fortune  is  built  on  an 
assumption  that  is  no  longer  valid: 
that  local  telephone  ser\'ice  is  and  will 
remain  a  monopoly.  An  onslaught  of 
new  technologies,  hungry  entrepre- 
neurs and  pro-competition  regulators 
are  all  teaming  up  to  bring  lower 
communications  rates  and  all  manner 
of  new  services  that  will — over  the 
next  decade — explode  the  old-fash- 
ioned monopolies.  The  fuse  is  lit. 

The  money  at  stake  is  an  annual 
revenue  stream  of  about  $14  billion, 
collected  by  long-distance  companies 
and  passed  along,  under  regulators' 
orders,  to  the  local  service  provid- 
ers— all  seven  Bell  companies,  large 
telephone  outfits  like  GTE  and  United 
Telecom,  and  1,400  small  companies. 
This  revenue  excludes  the  fixed- rate 
"access  charge"  that  shows  up  as  a 
$3.50  to  $6  monthly  charge  on  local 
phone  bills. 

Let's  look  at  a  hypothetical  example. 
A  consultant  in  San  Francisco  pays 
$200  a  m  mth  to  PacTel  for  local 
service  on  fc  iir  lines.  This  is  probably 
too  little  to  fully  cover  the  cost  of 
connecting  his  phones  to  the  network. 
He  also  runs  up  a  $1,000  monthly 
long-distance  bill  v  rh  MCI.  Here  he 
pays  a  far  stiffer  price,  because  MCI 


must  pass  $450  of  this  sum  to  PacTel 
and  the  other  local  utilities  wherever 
the  consultant  is  calling.  Why  do  rate 
regulators  tolerate  this  cross-subsidiz- 
ing? They  want  to  play  Robin  Hood, 
overcharging  heavy  long-distance  us- 
ers so  that  basic  monthly  service,  per- 
ceived as  a  fiindamental  right,  can  be 
priced  artificially  low. 

But  this  Robin  Hood  game  can  go 
on  only  so  long.  At  some  point  the 
victims  will  take  their  business  else- 
where. Bypassing  the  local  telephone 
company  in  most  American  cities  to 
avoid  padded  monopoly  charges  is 
now  a  fast-growing  business  of  $100 
million  a  year.  Bypassers  are  starting 
to  do  to  the  local  monopolies  what 
MCI  did  to  AT&T's  long-distance  busi- 
ness in  the  1970s.  But  the  competitive 
threat  doesn't  stop  there: 

■  AT&T,  MCI  and  US  Sprint  are  put- 
ting pressure  on  federal  regulators  to 
reduce  the  fees,  averaging  40%  to 
45%  of  revenue,  that  they  are  forced 
to  pay  local  phone  companies  to  origi- 
nate and  complete  calls. 

■  Private  corporations  are  setting  up 
telecommunications  networks  that 
bypass  the  local  telephone  company, 
using  everything  from  microwave 
towers  to  satellite  downlinks. 

■  The  Federal  Communications 
Commission  is  looking  into  allocat- 
ing some  of  the  radio  spectrum  for  so- 
called  personal  communications  net- 
works, which  will  bring  an  inexpen- 
sive form  of  cellular  ser\'ice  into  the 
home  and  office — in  direct  competi- 
tion with  telephone-company-pro- 
vided wire  service. 

■  Cable  television  operators,  who  just 
a  few  yc'ars  ago  feared  the  telephone 
companies'  intrusion  into  their  busi- 


ness with  the  increased  use  of  fiber 
optics,  are  now  installing  their  own 
fiber  lines  and  trying  out  their  net- 
works to  carry  phone  conversations. 
■  In  a  few  instances,  telephone  com- 
panies have  picked  off  one  another's 
high-dollar  customers  at  the  fringes  of 
their  regions. 

Is  it  preposterous  to  suggest  that 
rival  companies  could  be  competing 


118 


Forbes  ■  March  18,  1991 


to  wire  a  home  to  a  network?  No. 
Competition  was  rampant  in  the  tele- 
phone industry  at  the  beginning  of 
this  century,  until  the  government 
sanaioned  the  AT&T  monopoly  in 
1913.  Competition  began  to  resur- 
face, ever  so  slowly,  in  the  1960s.  The 
landmark  Carterfone  decision  in 
1968  permitted  non-AT&T  phones, 
switchboards,  modems,  multiplexers 


and  other  equipment  to  be  attached  to 
the  network.  Then  came  MCi  in  the 
1970s  and  the  end  of  the  long-dis- 
tance monopoly. 

Competitive  forces  are  only  start- 
ing to  be  felt  now  in  local  service.  If 
nothing  else  happens,  the  competi- 
tors could  quite  possibly  siphon  off  an 
estimated  $5  billion  in  revenues  from 
the  telephone  companies  by  the  end 


of  this  decade.  More  important,  the 
mere  threat  of  bypass,  microwave  and 
radio  links  will  be  enough  to  force 
realignments  in  rates. 

The  outcome  hangs  as  much  on 
politics  as  on  economics.  One  politi- 
cal force  is  Federal  District  Court 
Judge  Harold  Greene,  the  country's 
self-appointed  communications  czar. 
He  controls  the  industry  via  his  so- 
called  Modified  Final  Judgment  that 
spelled  out  the  details  of  the  1984 
divestiture  decree.  Greene  has  banned 
the  Bell  operating  companies  from 
long-distance  service,  manufacturing 
and  information  services.  The  Bells 
are  lobbying  for  statutes  to  override 
Judge  Greene  and  let  them  into  the 
electronic  yellow  pages,  equipment 
manufacturing  and  cable  television 
businesses. 

"There  is  some  competition  out 
there  now,  and  it's  an  inch -by- inch 
thing  that  will  eventually  whittle  busi- 
ness, but  when  you  start  talking  about 
the  Modified  Final  Judgment  restric- 
tions ending,  ail  hell's  going  to  break 
loose,"  says  telecommunications  ana- 
lyst Victor  Schnce,  president  of  Probe 
Research,  Inc.  of  Cedar  Knolls,  N.J. 
In  a  recent  report,  Schnee  warns  that 
if  phone  companies  don't  adapt  to 
competition,  they  will  be  taken  over 
and  forced  to  compete.  'There's  no 
way  out  of  this  thing,"  he  says. 

Impossible?  Here's  what  William 
Weiss,  .chairman  and  chief  executive 
of  Ameritech,  the  local  Bell  operator 
in  the  Great  Lakes  region,  said  in  a 
speech  last  year:  "Understand  me 
well:  When  I  finish  speaking  today  no 
one  should  doubt  that  I  favor  compe- 
tition in  the  local  exchange.  ...  It 
would  offer  the  local  exchange  cus- 
tomer the  advantages  and  expanded 
choices  that  come  from  rational,  eco- 
nomically sound  competition." 

He  may  favor  competition  in  the 
abstract,  but  he  could  scarcely  be  hap- 
py about  an  overnight  end  to  the 
sharing  of  long-distance  revenue. 
There's  just  too  much  money  at 
stake — $2  billion  at  Ameritech  in 
1990,  when  it  earned  only  $1.8  bil- 
lion pretax.  If  the  cross-subsidies  end- 
ed, Ameritech  would,  presumably, 
appeal  to  state  regulators  to  raise  basic 
monthly  rates  to  make  up  the  differ- 
ence. But  there  is  no  assurance  that 
state  regulators  would  award  those 
increases.  Politically,  they  would  be 
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m  COPIER  OUIIMD 

CINTBnrHCEMIRa 
8  CHRISIMJkS  nuniES  NOBODir 

REHEMBERillUIDACEOWl 

A  NAPOIEON  COMHEX. 


►  Ah  yes,  the  office.  Where  life  has  all  the 
predictability  of  a  soap  opera.  ►  Now  a 
Savin  Copier,  that's  something  you  can 
depend  on.  And  since  they  have  been 
knov^n  to  last  20  years,  perhaps  the  only 
reason  you'd  need  to  replace  your  old  Savin 
is  to  get  thii  full  range  capability  of  a  new 
one.  ►Take  ir  new  Savin  9710.  It  has  all 
the  features  you  need  in  this  absolutely- 
positively-have-to-have  ii  now-no-excuses 

©  199]  Savin  Corporation 


business  world.  ►  Like  high  speed  and  high 
volume  performance,  with  a  3700-sheet 
paper  capacity  Seven  preset  enlargement/ 
reduction  modes,  with  an  eighth  you  can  set 
where  you  want.  Automatic  copying  from 


unburst  computer  forms  so  you  don't  have 
to  stand  there  twiddling  your  thumbs.  A 
guidance  display  so  easy  even  the  mailboy 
can  use  it.  And  a  Job  Card  System  that  makes 
tedious  copying  jobs  a  breeze.  ►  So  here  are 
two  suggestions.  Avoid  your  boss  if  you  catch 
him  with  his  hand  stuck  under  his  lapel.  And 
call  Savin  today  at  1-800-52-SAVIN.b 

sai/in 


WE  MIND  YOUR  BUSINESS. 


COMPUTERS/COMMUNICATIONS 


quite  unpalatable,  kicking  up  month- 
ly rates  by  perhaps  as  much  as  23%. 

Is  there  economic  justification  for 
the  $14  billion  in  fees  paid  to  local 
monopolies?  Some,  but  not  much. 
Let's  go  back  to  our  $l,000-a-month 
long-distance  caller  in  San  Francisco. 
It  costs  his  local  phone  company  a 
little  more  to  serve  him  than  to  serve 
the  neighbor  who  makes  no  long- 
distance calls,  but  nothing  like  $450. 
Most  local  costs  are  not  volume  sensi- 
tive. PacTel's  $17  billion  in  net 
plant — about  $1,000  per  hne — has  to 
be  amortized  whether  the  customer 
makes  500  calls  a  month  or  only  2.  If 
the  high-volume  user  pays  more,  it's 
primarily  because  he  is  perceived  as 
having  a  higher  ability  to  pay. 

Imagine  that  the  government  de- 
crees automobile  ownership  to  be  a 
basic  American  right  and  the  $  1 0,000 
cost  of  a  car  unaffordable.  So  it  subsi- 
dizes car  purchases  by  $5,000  each, 
recovering  the  outlay  by  charging  a 
$3-per-gallon  gasoline  tax.  At  that 
point  cars  are  in  some  sense  more 
affordable — monthly  car  payments 
are  lower — but  driving  long  distances 
is  less  affordable.  And  so  people  who 
drive  long  distances  are  tempted  to 
switch  to  airplanes.  That's  what  is 
going  on  when  businesses  come  up 
with  schemes  to  bypass  the  local  tele- 
phone loop. 

Where  did  the  45%  rate-sharing 
formula  come  from.>  Out  of  the  air. 
These  fees  are  arrived  at  during  an 
annual  regulatory  gymnastics  session 
in  which  the  local  phone  companies 
try  to  allocate  a  portion  of  their  fixed 
expenses  to  "interstate"  phone  ser- 
vice. The  FCC  decrees  that  these  ex- 
penses must  be  covered  by  access 
charges.  For  example,  last  year  the 
local  phone  companies  allocated  28% 
of  their  total  marketing  expense — 
$576  million — to  interstate  service, 
even  though  their  customer  base,  the 
long-distance  firms,  is  an  entirely  cap- 
tive one. 

Under  the  consent  decree  it  signed 
during  divestiture,  AT&T  is  strictly 
forbidden  to  provide  any  local  service. 
But  MCI  has  no  such  constraints.  Last 
year  it  acquired  Western  Union's  ad- 
vanced transmission  services  busi- 
ness, which  gives  it  pipes,  under  al- 
most all  major  American  cities,  that 
contain  everything  from  old  copper 
and  coaxial  cable  to  fiber  optics.  These 


pipes  have  access  to  high  concentra- 
tions of  voice  and  data  communica- 
tions traffic.  Some  of  the  fiber  lines 
are  being  leased  to  outfits  that  bypass 
local  telephone  companies. 

Right  now  the  Western  Union  net- 
work is  little  more  than  a  profitable 
weapon  MCi  is  trying  to  use  to  beat 
down  the  access  charges.  But  that 
could  change.  Says  Eugene  Eiden- 
bcrg,  MCl's  executive  vice  president  in 
charge  of  regulatory  affairs:  "The 
question  is:  Do  we  want  to  make  a 
substantial  capital  investment  to  re- 
duce access  costs  in  a  major  way?  It's 
an  arithmetic  problem.  Wc  keep  say- 
ing to  the  Bell  operating  companies: 
'You  ought  to  be  [encouraging]  us  to 
stay.  [Your  network]  is  there.  We 
don't  have  to  go  and  make  capital 
investments.'  "  We  don't  have  to.  But 
we  could. 

Already  bypassers  like  Merrill 
Lynch's  Teleport  Communications 
Group  and  Chicago-based  Metropol- 
itan Fiber  Systems  have  buried  their 
own  fiber-optic  cable  beneath  the 
streets  and  are  competing  with  the 
local  monopolies.  Until  recently  by- 
passers  were  limited  to  a  relatively 
simple  business — running  dedicated 
lines  between  two  points  like  a  big 


New  York's  New  Street  in  1888 

In  the  age  of  fiber  optics,  the  nasty 

wires  are  burled  underground. 


brokerage  firm  and  AT&T's  network 
gateway  in  lower  Manhattan.  Then 
last  year  Teleport  won  the  right  to 
connect  its  fiber-optic  lines  directly 
into  New  York  Telephone's  central 
switching  offices.  The  news  was  bur- 
ied in  the  local  papers,  but  the  deci- 
sion may  be  as  monumental  for  the 
local  phone  business  as  the  landmark 
Execunet  case  of  1978  was  in  forcing 
AT&T  to  give  MCI  access  to  its  long- 
distance network.  Regulators  in  Illi- 
nois have  issued  a  ruling  similar  to  the 
New  York  Teleport  precedent,  and 
Massachusetts  is  leaning  toward  a 
similar  result. 

The  significance  of  interconnection 
with  the  local  phone  company  is  that 
it  will  allow  anybody — cable  TV  oper- 
ators, landlords,  cellular  phone  com- 
panies— to  become  a  local  phone 
company  merely  by  finding  custom- 
ers and  routing  them  through  the 
local  network.  Competitors  in  the 
early  days  of  the  phone  industry 
couldn't  survive  because  subscribers 
on  different  networks  couldn't  com- 
municate with  each  other.  If  phone 
companies  at  the  turn  of  the  century 
had  been  pushed  to  interconnect,  the 
industr)'  might  well  have  remained 
competitive. 

Interconnection  has  worked  well 
for  the  cellular  phone  companies.  Al- 
though they  can  currently  handle  only 
an  infinitesimal  fraction  of  local 
phone  calls,  a  new  wireless  technol- 
ogy called  personal  communications 
networks  would  be  able  to  reach  a 
mass  market  of  people  in  their  homes 
and  offices — on  top  of  the  current  car 
phone  market.  As  personal  communi- 
cations keep  moving  from  wires  to  the 
airwaves,  the  Federal  Communica- 
tions Commission  is  looking  into  al- 
locating some  of  the  radio  frequency 
spectrum  for  these  PCNs. 

Says  Craig  McCaw,  of  McCaw  Cel- 
lular Communications:  "As  all  the 
elements  go  in  place,  you'll  have  con- 
tinuous coverage  so  that  when  Henry 
Kravis  leaves  New  York  and  gets  to 
Aspen,  that  critical  phone  call  can  find 
him  on  the  ski  slopes  that  otherwise 
would  keep  him  in  New  York." 
McCaw  has  started  testing  PCNs  in 
Orlando,  Fla.  and  Seattle,  Wash. 

The  cellular  companies  will  need 
partners.  Some  of  the  partners  may  be 
cable  television  operators.  Four  years 
ago,  when  the  telephone  companies 
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Compaq  presente  PCs 


1  for  people  with  basic  needs, 
(But  not-so-basic  wants.) 


If  you  want  to 

look  good,  we  can 

help  you  out  in  a  hurry 

with  standard  features 

such  as  accelerated 


'-'Cj 


Your  need  for  speed  is  met  two  ways. 

The  COMPAQ  DESKPRO  386N  is  powered 

by  Intel's  16-MHz  386SX  microprocessor 

while  the  COMPAQ  DESKPRO  2m  is 

powered  by  a  12-MHz  286  microprocessor 


"SIM..!' 


Everyone  needs  a  little  peace  and  quiet. 

That's  why  both  PCs  employ  dual-speed  fans  and  a  fixed  disk  drive 

time-out  to  ensure  quiet  operation. 


COMPAQ,  DESKPRO,  Rfijistpfed  Li  S  Palenl  anH  TraJomflfk  Officv  PiiNiud  names  mentinnHl  liprcin  may 
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People  want  their  personal  space.  Our  CPU 

footprint  is  a  trim  /5"  wide  by  14.T  deep 

So  it  won 't  take  over  your  desk. 


There  are  times  when  you  need  a  little  outside 
help.  Built-in  parallel,  serial  and  pointing 
deuice  interfaces  let  you  connect  a  mouse, 
modem  and  printer  without  using  a  slot. 


These  days,  you  want  a  sense  of  security. 

Especially  if  you  work  on  a  network. 

A  range  of  software  and  hardware  features  are 

built  in  to  safeguard  data  and  PC  components 


You  need  tools  that  work  the  way  you  work. 

That 's  why  you  'II  find  the  flexibility  to  use  a 

S'k-  or  S'h-inch  diskette  drive,  a  fixed  disk 

drive  or  even  a  diskless  model. 


The  COMPAQ  DESKPRO  386N  and  COMPAQ  DESKPRO  286N  Personal  Computers  are  not-so-basic 
solutions  for  both  stand-alone  and  networked  computing.They  were  designed  from  the  ground  up  not  just 
to  be  the  most  affordable  COMPAQ  PCs  ever,  but  to  live  up  to  our  mandate  of  simply  working  better. 

This  means  they  deliver  optimized  performance  and  a  long  list  of  integrated 
features,  ii  means  they  offer  the  flexibility  to  be  easily  configured  to  your  needs. 
It  also  means  they've  survived  the  industry's  most  exhaustive  tests  for  reliability 
and  for  compatibility.  Things  you  simply  cannot  place  a  price  tag  on. 
So  when  you  compare  COMPAQ  with  lower-priced  alternatives, 
look  beyond  the  basics.  You'll  find  COMPAQ  delivers  the  better  value.  For  more  details 
and  the  location  of  your  nearest  Authorized  COMPAQ  Computer  Dealer,  just  call  1-800-231-0900, 
Operator  135.  In  Canada,  1-800-263-5868,  Operator  135. 

comPAa 

It  simply  works  better. 


ij2^| '  I '  1 '  1 '  I '  "  I  'i 


1  n;\'i'innH'i'\'\'\H'\'\'\'t'\'i'\'\'\H'\n'\n'\'V'\n'\H>\H>yv'\nivv>vv^VV'v\>v\' 

lEaaiiUimiMlMMMIl^        V  ■ '" 


w 


I 


\ 


Dial  C  for  change 


MCI 


1963 

AT&T  introduces  Touch-Tone  phone. 


1968 

FCC  announces  Carterfone  decision,  permitting  non-AT&T 
phones,  modems  and  other  equipment  to  be  attached  to  the 
national  phone  network. 


1971 

FCC  allows  competing  carriers  to  set  up  long-distance  telephone 
networks  parallel  to  that  of  AT&T  in  order  to  provide  specialized 
private-line  services. 


1978 

District  of  Columbia  circuit  court  announces  Execunet  decision, 
allowing  MCI  to  interconnect  with  AT&T's  network,  to  provide 
switched  services. 


1981 

FCC  allots  airwave  space  for  two  cellular  phone  franchises  in 
every  city — one  for  the  local  telephone  company  and  one  for  a 
competing  provider. 


1982 

AT&T  settles  antitrust  case  by  agreeing  to  break  itself  into  eight 
piec«ic?of  Jan.  1,  1984.  Judge  Harold  Greene  retains  control  of 
the  divc'jtiture  indefinitely. 


1990 

Under  current  FCC  Chairman  Alfred  Sikes  the  FCC  begins 
considering  the  possibility  of  allotting  ain/vave  space  for  a  new 
mobile  service,  "personal  communications  systems." 


1990 

New  York  State  Public  Service  Commission  grants  Teleport 
Communications  Group  the  right  to  interconnect  its  fiber-optic 
network  with  New  York  Telephone  central  switching  offices. 


At  the  turn  of  the  century,  competition 
was  rampant  m  the  telephone  industry. 
Then,  AT&T  settled  antitrust  charges 
in  1913  and  became  a  regulated  monop- 
oly. Competition  is  growing  again, 
helped  by  technology,  entrepreneurs 
and  pro-competition  regulators. 


first  began  lobbying  Congress  for  the 
right  to  get  into  the  cable  TV  business, 
the  cable  TV  industn,'  could  do  little 
more  than  cower.  Fiber  optics  was  all 
but  unheard  of  by  most  cable  opera- 
tors. No  longer.  Cable  operators  are 
still  afi-aid  of  the  telephone  compa- 
nies, but  now  they've  figured  out  that 
they  ha\'e  some  ammunition  for  the 
political  battle:  They  have  wires  that 
pass  at  least  80%  of  U.S.  homes  and 
go  into  60%  of  them.  Technology 
developed  in  the  last  two  years  makes 
it  possible  for  cable  firms  to  offer 
phone  service. 

Cellular  companies  and  cable  oper- 
ators make  for  fascinating  bedfellows. 
Their  networks  overlap  nicely  in  most 
neighborhoods  of  the  country.  The 
cable  operator  would  send  calls  from  a 
portable  PCN  phone  down  its  wires, 
which  already  exist  on  virtually  every 
street.  The  cellular  network  would 
receive  the  traffic  at  its  cell  sites,  which 
already  serve  every  metropolitan  area. 
In  Trenton,  N.J.,  for  example,  Com- 
cast Corp.  is  awaiting  FCC  approval  to 
test  a  telephone  service  that  would 
exploit  this  synergy.  There,  Comcast 
happens  to  own  both  the  cable  fran- 
chise and  the  cellular  license  not  be- 
longing to  the  local  phone  utility. 

The  cable  companies  could  be  a 
powerful  weapon  for  an  aggressive 
telephone  company  that  wants  to  be 
able  to  compete  in  phone  service  out- 
side its  home  area.  PacTel,  for  exam- 
ple, is  one  of  the  nation's  biggest 
cellular  operators  in  its  home  market. 
It  just  got  an  option  to  acquire  a  cable 
operation  in  Chicago,  smack  in  the 
middle  of  sibling  Ameritech's  fran- 
chise. Is  PacTel  merely  interested  in 
being  a  cable  operator? 

Until  recently,  local  phone  compa- 
nies simply  did  not  compete.  But  a 
few  years  ago  an  Arco  laboratory  be- 
came so  dissatisfied  with  the  phone 
service  it  was  getting  in  Piano,  Tex. 
from  gte's  local  unit  that  it  asked 
Southwestern  Bell  in  Dallas  to  do  the 
job  instead.  GTE  contested  and  the 
Texas  regulators  objected,  but  the  FCC 
upheld  Arco's  right  to  choose,  and  a 
federal  court  upheld  the  FCC. 

Competition  is  coming  to  the  local 
telephone  monopoly,  bringing  with  it 
all  kinds  of  new  services  for  the  Infor- 
mation Age.  The  smartest  thing  that 
politicians  and  regulators  can  do  is  get 
out  of  the  way.  ^M 
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These  days,  with  new  postal  rates  and 

more  complex  mailing  options,  most  businesses  could 

find  themselves  in  the  dark.  That's  why  Pitney  Bowes, 

with  over  70  years  of  experience  in  developing  mail 

systems  and  solutions,  is 

committed  to  not  only  guide  you  through  all  the  changes, 

but  also  to  show  you  how  to  gain  substantial 

savings. 


No  matter  what 

size  your  business,  large  or  small,  we  can  show 

you  how  to  make  your  mail  more  deliverable  and  help 

you  meet  all  the  technological 

challenges  coming  your  way.  To  find  out  how  Pitney 

Bowes  can  help  your  business  make  the  transition 

through  the  new  postal  rates  and  changes, 

CiW  1-800-MR-BOWES.  Ext.  3031 


Get  Smarter.  Get  Tougher.  Get  Better.  Get  Pitney  Bowes.  fpPitneyBowes 


PUTERS/COMMUNICATiONS 


Some  companies  fail  because  they  are  late  with 
technology.  Others  are  too  early.  E-beam  chipmaking 
may  well  be  a  dramatic  case  of  too  early. 

Optical  illusions 


By  Kathleen  K.  Wiegner 

It  is  gospel  in  computer  land  that 
being  late  with  a  new  technology  is 
death  to  a  company.  Less  often  noted 
is  that  being  too  early  can  also  be 
deadly.  Consider  all  the  little  compa- 
nies that  pinned  their  hopes  on  galli- 
um arsenide  as  a  replacement  for  sili- 
con in  making  computer  chips.  Few 
of  them  have  survived  and  even  fewer 
have  made  money.  There  was  nothing 
wrong  with  their  technology;  they 
simply  underestimated  the  longevity 
of  the  technology  they  were  hoping  to 
replace. 

A  similar  fate  may  lie  ahead  for  the 
new  technology  used  to  put  micro- 
scopic electronic  circuits  onto  silicon 
chips.  Currently  the  patterns  are 
etched  onto  silicon  wafers  in  an  opti- 
cal process.  Light  is  shone  through  a 
stencil,  or  mask,  passes  through  a  lens 
that  shrinks  the  image,  and  then  falls 
on  a  photosensitive  film  coating  the 
wafer.  The  resulting  pattern  of  ex- 
posed areas  determines  where  the  wa- 
fer is  etched  away  in  a  later  step.  The 
process  is  almost  as  old  as  the  integrat- 
ed circuit  industry  itself 

But  light  is  too  coarse  for  the  tiniest 
circuits  in  today's  chips.  The  wave- 
length of  light  is  about  0.4  microns  (a 
human  hair  is  75  microns).  The  latest 
family  of  random-access  memory 
chips  are  drawn  in  0.8-micron  lines. 
In  the  near  ftiture,  chipmakers  keep 
saying,  something  has  to  give. 

All  this  was  not  lost  on  Martin 
Lepselter,  a  29-year  Bell  Labs  veteran 
when  he  retired  in  1986.  Lepselter, 
now  61,  holds  60  patents  on  chip 
technology.  During  his  years  at  Bell, 
Lepselter  worked  on  a  machine  that 
uses  a  beam  of  electrons  to  etch  tiny 
chip  patterns  onto  silicon  wafers  di- 
rectly, without  the  stencil,  the  reduc- 
ing lens  or  the  photosensitive  film.  As 
part  of  its  postdivestiture  restructur- 
iiig,  AT&T  was  preparing  to  dump  this 


Martin  Lepselter  of  Lepton  Inc. 
His  description  of  opticai  cliip- 
making:  "Everyone  is  waiting  for 
tlie  heavyweiglit  ciiamp  to  retire." 


particular  line  of  research.  Lepselter 
figured  that  if  he  could  get  a  license 
from  AT&T — which  had  spent  over  ten 
years  and  $75  million  on  E- beams — 
he  could  start  a  company  with  very 
little  money. 

Lepselter,  though,  had  a  tough 
time  getting  any  ftinding  at  all.  He 
was  turned  down  by  venture  capital- 
ists, the  Defense  Department  and  Se- 
matech,  the  semiconductor  industry 
consortium.  Finally  Japan's  Canon 
put  up  $5  million  in  exchange  for 
marketing  rights  for  all  Asia.  Lep- 
selter is  bitter.  "Sematech  is  an  old- 
boys  club,"  he  says.  'The  American 
chip  companies  arc  an  endangered 
species.  But  we  could  get  foreign 
money."  So  he  took  it. 

The  domestic  companies  put  for- 
ward strong  reasons  for  their  lack  of 


interest.  Lepselter  says  his  E-beam 
machines  can  draw  direcdy  on  silicon 
wafers  with  lines  as  small  as  0.04 
microns.  But  they  are  slow,  process- 
ing about  5  wafers  an  hour,  against  an 
optical  system's  60.  And  so  long  as 
optical  systems  continue  to  deliver, 
there  is  no  compelling  reason  for 
chipmakers  to  make  the  investment  in 
a  switch.  In  fact,  the  market  for  E- 
beam  equipment  has  shrunk  since 
1985.  This  year  it  will  be  around  $  1 00 
million,  half  of  it  held  by  a  company 
called  Etec,  to  which  AT&T  began 
licensing  its  technology  in  the  1970s. 
Lepselter's  firm  has  no  appreciable 
revenue  yet. 

E-beam  machines,  which  sell  for  $4 
million  to  $6  million  apiece,  have 
captured  a  smallish  niche.  They  are, 
used  in  conjunction  with  optical  ma- 
chines. Rather  than  drawing  the 
whole  chip,  they  draw  certain  features 
that  require  very  high  resolution. 
They  are  also  used  to  create  some  of 
the  masks  for  optical  systems. 

But  so  far  it  looks  as  if  the  U.S. 
outfits  were  smart  in  turning  Lep- 
selter down.  The  optical  process  never 
quits.  First,  engineers  switched  to 
shorter  wavelengths  of  deep  ultravio- 
let light  to  get  finer  detail.  Now  they 
are  figuring  out  how  to  use  the  phys- 
ics of  light  interference  to  get  0.35- 
micron  precision — good  enough  for 
the  coming  generation  of  64-megabit 
DRAM  chips.  Result:  "There. is  no 
significant  market  for  anything  but 
optical  tools  through  the  end  of  this 
century  and  into  the  next,"  states  G. 
Dan  Hutcheson,  president  of  VLSI 
Research,  a  semiconductor  market  re- 
search firm. 

If  and  when  optical  chipmaking 
runs  out  of  juice,  E-beams  face  yet 
another  threat,  from  X  rays.  X  rays  are 
akin  to  light  but  much  finer.  Their 
main  drawback  is  that  they  come  not 
out  of  a  cheap  light  bulb  but  rather 
out  of  particle  accelerators  costing 
$25  million  and  up. 

Remember  electric  cars?  They  were 
all  the  rage  in  the  early  1900s  and 
again  the  subject  of  fervent  research 
after  the  1973  oil  embargo.  The  elec- 
tric car  may  yet  displace  the  gasoline 
car,  but  when  that  happens  the  origi- 
nal proponents  will  be  long  gone.  On 
the  gravestones  of  some  companies  is 
written:  "Too  late."  On  others:  'Too 


126 


Forbes  ■  March  18,  1991 


"In  Mississippi,  we've  found 

a  superior  work  force  in  an  affordable  location 

-a  tough  combination  to  beat" 


I  I  hen  the  competition  is 
▲  ^  ▲  worldwide,  corporate 
^^^V      strategies  must  be 


global  as  well. 
Successful  businesses  demand 
imaginative,  innovative  people 
with  a  vision  for  the  future, 
and  a  location  where  the  operating  costs 
aren't  out  of  this  world.  They're  dis- 
covering both  in  Mississippi,  the  State 
of  Change. 

Take  Mobile  Telecommunications 
Technologies  Corporation  (Mtel).  This 
communications  industry  leader  intro- 
duced SkyTel,  the  unique  satellite 
messaging  system  that  NASA,  the  White 
House,  and  corporate  and  government 
leaders  worldwide  depend  on  to  keep 
them  in  touch  with  their  clients  and 
constituents.  An  international  company 
with  operations  in  the  Far  East,  Europe, 
and  throughout  the  United  States,  Mtel 
coordinates  its  worldwide  efforts  from 
the  company's  headquarters  in  Jackson, 
Mississippi,  where  a  top-quality  labor 
force  and  economical  operating  costs  give  Mtel  a  decisive  edge  in  today's  global  business 
arena. 

"A  company's  most  valuable  asset  is  its  human  resource,"  says  John  Palmer,  Mtel's 
Chairman  and  Chief  Executive  Officer.  "Mississippi  boasts  an  excellent  university 
system  featuring  state-of-the-art  technology  and  research  centers.  This  system  provides 
Mtel  with  well-qualified  professionals  holding  advanced  degrees  as  well  as  with  tech- 


John  Palmer 

Mobile  Telecommunications 
Technologies  Corporation 

nically  trained  candidates.  Our  Missis- 
sippi work  force  welcomes  the  challenge 
of  interacting  withpeopleandideasthe 
world  over" 

In  addition  to  a  superior  work  force, 
Mtel  has  discovered  that  business  operat- 
ing costs  in  Mississippi  are  among  the 
lowest  in  the  nation.  In  fact,  savings  are 
so  significant  that  Mtel  relocated  its 
customer  service  division  to  Jackson 
from  Washington,  D.C. 

"We  cut  our  overhead  dramatic- 
ally including  a  50%  reduction  in 
the  cost  of  comparable  office  space," 
Palmer  says.  "When  professional 
services,  taxes,  and  the  overall  cost  of 
living  are  included,  the  savings  are  even 
more  substantial  Simply  put,  Mississippi 
is  good  for  our  bottom  line." 

You  cant  argue  with  success.  When 
plans  were  made  for  a  multi-million  dol- 
lar, computerized  back-up  system,  Mtel 
considered  several  cities,  but  the  final 
choice  was  again  Jackson,  Mississippi. 
"In  Mississippi,  we've  found  an  envi- 
ronment and  attitude  that  compliments  the  realities  of  today's  business  world-the  ideal 
location  for  us  to  fully  develop  our  potential,"  Palmer  says.  "The  leadership  and  innovation 
that  Mtel  carries  across  international  borders  was  bom  and  cultivated  in  Mississippi." 

For  more  information  on  the  State  of  Change,  call  or  write  Governor  Ray  Mabus  or 
J.  Mac  Holladay,  Director;  Mississippi  Department  of  Economic  and  Community 
Development,  P.O.  Box  849,  Jackson,  Mississippi  39205;  (601)  359-3449. 
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Is  Lotus 
a  buy? 
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Richard  A.  Shaffer  is  founder  of  Technologic 
Partners,  a  technology  consulting 
company  in  New  York  City,  and  publisher  of 
Technologic  Computer  Letter. 


The  recent  rebound  in  technology 
stocks  has  all  but  bypassed  Lotus 
owners.  At  a  recent  20,  Lotus  shares 
are  down  34%  in  the  last  year,  going 
right  against  a  trend  that  has  lifted  the 
typical  software  stock  33%  in  value. 
But  don't  give  up  on  Lotus.  This  is  a 
large  company  ($684  million  in  sales) 
with  a  majority  market  share  in 
spreadsheet  software  and  $245  mil- 
lion in  cash.  Lotus  could  rise  again. 

This  year  Lotus  Development 
Corp.  will  march  new  products  into 
the  battle  to  preserve  its  majority 
share  of  the  lucrative  market  for 
spreadsheet  software.  The  quality  of 
those  products,  and  how  well  custom- 
ers accept  them,  should  provide  inves- 
tors with  clear  signs  about  the  future. 
The  results  probably  won't  show  in 
earnings,  but  1991  could  be  a  turning 
point  in  Lotus'  long  climb  back. 

Lotus  has  a  lot  of  climbing  to  do.  Its 
aftertax  profit  margin  has  dropped  to 
3.4%,  half  that  of  the  typical  software 
outfit.  The  company  that  once  owned 
the  spreadsheet  business  has  lately 
been  losing  ground  to  Borland  Inter- 
national's Quattro  Pro.  Now  Micro- 
soft threatens  to  take  away  still  more 
with  its  powerful  and,  of  course,  Win- 
dows-compatible Excel.  In  addition, 
Lotus  has  lost  technical  leadership  in 
its  core  business,  squandered  manage- 
ment time  on  a  failed  merger  attempt 


with  Novell  and  launched  a  flurry  of 
products  that  have  met  with  only  a 
modicum  of  success. 

There  were  some  marketing  mis- 
cues  as  well.  Why,  for  example,  didn't 
Lotus  use  its  mailing  lists  of  1-2-3 
users  to  counter  Borland's  aggressive 
direct  marketing  campaign  for  Quat- 
tro Pro?  And  why  didn't  it  provide 
live  upgrades  actually  in  stores,  rather 
than  requiring  users  to  purchase  a  box 
and  documentation  from  dealers  and 
send  away  for  the  disks? 

The  copyright  lawsuits  it  has  used 
to  crush  small  competitors  will  be  less 
helpful  against  Borland  and  Micro- 
soft, whose  spreadsheets  are  less  simi- 
lar to  those  that  Lotus  publishes.  In 
addition,  Lotus  can  no  longer  be  as 
reliant  on  inertia  to  keep  it  ahead  of 
the  competition  because  it  is  becom- 
ing easier  for  spreadsheets  from  other 
companies  to  read  and  write  informa- 
tion in  1-2-3  form. 

But  that's  the  bad  news,  and  it's  all 
well  known.  The  good  news  is  that 
Lotus  remains  the  leader  in  spread- 
sheets, far  and  away.  An  estimated 
20%  of  personal  computer  users  use 
spreadsheets,  and  most  of  them  use 
1-2-3.  Few  products  have  dominated 
any  market  as  thoroughly  as  1-2-3  has 
in  personal  data  analysis.  As  recently 
as  1989,  Lotus  accounted  for  nearly 
70%  of  PC  spreadsheet  sales.  But  in 
1990  Lotus'  share  slipped  below 
60%,  even  though  the  company  deliv- 
ered several  new  versions. 

The  decline  isn't  yet  over.  This  year 
I  think  Lotus  will  again  lose  share  of 
the  spreadsheet  market,  although  its 
loss  will  be  less  than  last  year's. 
Despite  the  market  share  decline, 
however,  Lotus  shipped  between 
20%  and  25%  more  units  of  1-2-3  in 
1990  than  in  1989.  Recent  estimates 
place  its  installed  base  at  slightly  less 
than  2  million  units,  with  more  than 
6  million  users.  By  comparison,  Bor- 
land has  built  an  installed  base  of 
about  750,000  units  of  Quattro  Pro, 


and  Microsoft  has  a  PC  Excel  installed 
base  of  400,000  units. 

In  addition,  sales  at  Lotus  continue 
to  grow  about  20%  a  year.  That 
would  be  a  respectable  pace  in  any 
business  except  personal  software, 
where  sales  at  the  premier  companies 
have  been  rising  at  two  or  three  times 
that  rate. 

Although  the  operating  margin  of 
7%  was  poor  last  year  and  probably 
will  get  worse  in  1991,  the  showing 
isn't  quite  so  bad  as  it  looks.  Lotus 
took  a  nonoperating  charge  for  its 
purchase  of  Samna,  the  word-pro- 
cessing software  company. 

Lotus  is  ahead  on  network  applica- 
tions. Most  important  is  Notes,  a 
combination  calendar,  bulletin  board, 
conferencing  system  and  data  access 
tool.  Notes  could  well  turn  out  ta  be 
an  essential  connection  among  users' 
networks  and  applications  across 
many  different  computer  systems. 

There  also  is  a  promise  in  the  con- 
sulting division  that  Lotus  has  created 
to  take  advantage  of  the  growing 
demand  for  client-server  computing, 
a  new  approach  in  which  large  and 
small  systems  cooperate  through  a 
computer  network. 

The  greatest  turnaround  potential, 
however,  lies  in  fliture  products.  Lo- 
tus is  likely  to  take  a  run  at  the  leaders 
in  other  areas,  such  as  word  process- 
ing (which  is  why  it  paid  about  five 
times  sales  for  Samna)  and  presenta- 
tion graphics  (where  Microsoft's 
Windows  is  the  big  winner  for  now). 

Most  important,  Lotus  needs  to 
restore  the  sense  of  focused  innova- 
tion that  marked  its  early  days.  Hints 
of  what  the  company  can  do  are  evi- 
dent in  Improv,  the  compelling  new 
Lotus  spreadsheet  for  Next  comput- 
ers. If  Lotus  can  be  similarly  compel- 
ling later  this  year  with  1-2-3  for 
Windows  and  for  the  Apple  Macin- 
tosh, the  company  will  have  gone  a 
long  way  toward  dispelling  doubts 
about  its  technical  leadership.  Prod- 
uct reviews  and  comments  in  the  press 
will  tell  us  a  lot.  If  the  reviews  are 
good,  buy  the  stock. 

Lotus  can  turn  things  around.  It 
can  begin  to  regain  market  share 
in  spreadsheets,  establish  some  im- 
portant new  products  as  corporate 
standards  and  eliminate  lingering  per- 
ceptions of  corporate  arrogance  and 
technical  complacency.  ■■ 
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Imagine  what  a  Canon  Color  Laser  Copier 
could  do  with  a  pie  chart. 


The  Canon  Color  Laser  Copier  200 
could  do  a  lot  for  your  business.  And 
Digital  Image  Processing  is  the  reason. 

It  reproduces  graphics,  slides  and 
photos  with  clarity  comparable  to 
professional  printing.  As  well  as  letting 
you  digitally  reduce  by  50%,  enlarge  up 
to  400%  or  edit  instantly. 


And  with  automatic  feeding  and 
sorting  functions,  as  well  as  a  quick 
20  black-and-white  copies  per  minute, 
it's  one  color  copier  that's  all  business. 

To  find  out  more,  make  it  your 
business  to  call  1-800-OK-CANON, 
or  write  us  at  Canon  USA  Inc. 
P.O.  Box  3900,  Peoria,  IL  61614. 


Canon  ^^.onn 

COLOR  LASER  COPIER  ^UU 

The  Digital  Difference. 
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Cleared  to  land 


COMMENTARY  BY  PETER  HUBER 


Peter  Huber,  a  senior  fellow  of  the  Manhattan 
Institute,  is  the  author  of  Liability:  Tlie  Legal 
Revolution  and  Its  Consequences. 


I  FLY  SMALL  PLANES,  not  commercial 
jets,  but  the  basic  rules  are  prett\' 
much  the  same.  Don't  run  out  of  fijcl. 
Maintain  altitude  and  separation. 
Aviate.  Navigate.  Communicate. 

The  communicate  part  requires  dis- 
cipline. Things  happen  tcrriblv  fast  in 
the  air,  so  pilots  and  controllers  have 
to  use  words  sparingly  and  precisely. 
The  controller  says:  "USAir  1493, 
cleared  to  land,  runway  24  left."  Or 
"SkyWest  5569,  cleared  for  takeoff, 
runway  24  left."  "Cleared"  is  sup- 
posed to  mean  cleared.  When  a  con- 
troller says  "cleared"  at  the  wrong 
time,  as  one  apparently  did  in  Lx)s 
Angeles  on  Feb.  1,  there's  a  good 
chance  people  are  going  to  die. 

In  this,  the  age  of  information,  we 
live  and  die  by  what  we  say  and  hear. 
Not  long  ago  a  plane  crashed  on  Long 
Island  because  a  pilot  didn't  utter  two 
magic  words:  "ftiel  emergency."  After 
Canada  went  metric,  a  ftiUy  loaded 
commercial  jet  flying  at  high  altitude 
abrupdy  became  an  unpowercd  glider 
because  someone  hadn't  grasped  the 
difference  between  a  liter  of  fuel  and  a 
gallon.  The  worst  accident  in  aviation 
history — a  runway  collision  of  two 
jumbo  jets  at  Tenerife  in  the  Canar\^ 
Islands — involved  confiision  about 
three  litde  words:  "cleared  for 
takeoff." 

How  might  fatal  misunderstand- 
ings of  this  kind  be  reduced?  There  are 
several  schools  of  thought.  One  pro- 
poses to  perfect  human  beings.  Stick 
more  controllers  in  the  Los  Angeles 
tower.  Forcibly  retire  pilots  at  age  60. 


Crack  down  on  nuclear  power  plant 
operators  caught  sleeping  on  the  job. 
Screen  oil-tanker  captains  for  alcohol- 
ism or  drug  abuse.  But  some  of  these 
solutions  (like  forcible  retirement  of 
the  most  experienced  pilots)  turn  out 
to  be  counterproductive.  Others  (like 
drug  testing)  elicit  howls  of  protest 
from  well-lawA'ered  loonies  who 
maintain  that  flying  high  is  a  basic 
civil  right.  And  in  anv  e\'ent,  quite  a 
few  of  the  people  we  are  trving  to 
perfect  came  of  age  when  rock  K'rics — 
sung,  appropriately  enough,  by  a 
band  called  The  Grateful  Dead — ex- 
tolled the  joys  of  "Drix'in'  that  train/ 
High  on  cocaine."  We  can  and  obvi- 
ously should  work  hard  to  improve 
the  humans  in  both  cockpit  and  tow- 
er, but  part  of  the  glor\'  of  the  human 
condition  is  that  we  are  all  so  differ- 
ent, variable,  and  in  some  measure 
imperfectible. 

Other  safety  pundits  conclude  that 
if  we  aren't  really  capable  of  control- 
ling high-tech  machines,  we  must  get 
rid  of  them.  Split  wood  not  atoms, 
forget  about  flying,  shun  the  high 
tech,  and  all  will  be  well.  This  is 
nonsense,  of  course;  atoms  and  flying 
are  safer  than  the  alternatives,  and 
today's  unparalleled  safct)'  of  cars,  jets 
and  wonder  drugs  is  due  largely  to  the 
complex  wonders  of  modern  high 
technology. 

A  more  promising  approach  is  to 
develop  means  of  communication 
that  humans  just  can't  ignore.  Some 
already  work  quite  well.  As  the  plane 
drifts  toward  the  ground,  an  elec- 
tronic voice  in  the  cockpit  bellows 
"Pull  up!  Pull  up!"  Pull  up  too  fast 
and  the  stall  horn  will  blare,  and  the 
stick  shaker  will  rattle  the  yoke  in 
your  hands.  "Sudden  acceleration"  in 
cars  (once  attributed  to  cruise  con- 
trols gone  haywire)  has  been  largely 
cured  by  transmission  interlocks, 
which  prevent  a  shift  from  park  to 
drive  until  the  fat-footed  driver 
works  out  the  difference  between  the 
accelerator  and  the  brake. 

But  the  biggest  improvements  in 
safct)'  will  often  require  cutting 
humans  out  of  the  decisional  loop 


altogether.  The  thought  horrifies 
tcchno-phobes,  but  machines  have  in 
fact  become  much  more  reliable  than 
people.  Machines  don't  fall  asleep  at 
the  wheel  or  indulge  in  pleasant  sexual 
fantasies  when  they  should  be  check- 
ing the  altimeter  or  ftiel  gauge. 
Machines  work  by  the  book.  If  the 
control-room  operators  had  been 
asleep  at  Three  Mile  Island,  the  plant 
would  still  be  operating  today;  the 
automatic  emergency  cooling  systems 
were  working  fine  until  the  operators 
refiised  to  believe  the  gauges  and  shut 
down  the  pumps.  The  new  fly- by- 
wire  jets  go  a  step  further:  They  are 
programmed  so  diat  the  pilot  simply 
can't  perform  unsafe  maneuvers;  no 
matter  how  hard  he  )'anks  at  the  yoke, 
an  intermediate  computer  will  pass  on 
only  safe  commands  to  the  elevators 
on  the  tail.  As  a  result,  these  jets 
even  crash  by  the  book:  flat,  slow  and 
without  stalling,  so  that  more  passen- 
gers will  surx'ive. 

We  will  never  put  a  complete  end  to 
hardware  failures  like  a  cargo  door 
that  bursts  open  or  an  engine  that 
shears  oftTrom  a  wing.  But  accidents 
of  this  kind  have  become  compara- 
tively rare.  The  more  common  ones 
involve  humans  who  said  or  heard  the 
wrong  thing.  From  my  own  cockpit 
experience  I'm  convinced  that  our 
pilots  and  air  traffic  controllers  consti- 
tute one  of  the  most  disciplined,  re- 
sponsible and  reliable  teams  Vou'll 
ever  find.  But  they're  still  human,  the 
airspace  and  airports  are  crowded, 
and  planes  move  fast.  The  humans  are 
good — very  good — but  sometimes 
they  still  aren't  good  enough. 

The  FAA  is  now  pushing  ahead  with 
improved  ground  radar  at  airports. 
This  will  be  an  important  advance  but 
one  still  too  dependent  on  humans  in 
the  loop.  Our  longer-term  objective 
should  be  to  land  planes  in  Los  Ange- 
les in  much  the  same  way  we  land 
Tomahawks  in  Baghdad.  The  critical 
work  will  then  involve  the  design  of 
chips  and  software  in  Silicon  Valley, 
where  mistakes  can  be  caught  and 
corrected  at  leisure.  The  job  won't 
really  be  completed  until  the  comput- 
ers on  the  ground  talk  directly  to 
those  in  the  planes.  "Cleared  to  land" 
will  then  become  a  string  of  bits  trans- 
mitted widi  inhuman  precision  by 
one  machine  and  executed  with  slav- 
ish exactitude  by  another.  ^M 
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you  can't  help  but  notice  it.  Worse,  you  can't  help 
but  breathe  it.  That  brown-gray  haze  we've  often 
come  to  call  the  air  ^•^  You  know  the  major 
cause:  traffic.  What  you  may  not  know:  There 
are  solutions  that  will  let  us  drive  without  signifi- 
cantly polluting  the  air  tm^  One  of  the  best  b  natu- 
ral gas.  Vehicles  that  nin  on  clean  natural  gas 
reduce  carbon  monoxide  and  reactive  hydrocar- , 
bons  by  80%  —  which  helps  reduce  urban  smog. 
^m^  Someday,  we  may  all  be  driving  natural  gas 
cars.  Until  then,  natural  gas  is  the  ideal  fuel  for  fleet 
vehicles  —  buses,  taxis,  delivery  vans,  garbage 
trucks  and  the  like  —  that  return  to  a  central  depot 
every  night  to  be  fueled,  tm^  In  fact,  nearly  30.000 
natural  gas  vehicles  are  in  place  now.  Thousands 
more  soon  will  be,  in  order  to  comply  with  the 
U.S.  Qovernment's  Clean  7\ir  mandate.  We  have  the 
natural  gas  here  in  North  America.  We  have  the 
know-how.  But  most  important,  we  have  the  need. 
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Never  before  has  it  been  easier  or  cheaper 
to  become  a  ham  radio  operator. 

Communicating 
with  the  world 


By  Steve  Kichen 

In  keeping  up  with  the  latest  Gulf 
war  developments,  no  civilians  have 
been  better  informed  than  those  with 
shortwave  radios.  ThcyVe  been  mon- 
itoring everything  from  United  Arab 
Emirates  Radio  to  the  BBC  to  the 
Voice  of  the  Islamic  Republic  of  Iran 
to  Netherlands  Radio — besides 
what's  offered  over  U.S.  airwaves. 

You,  too,  can  easily  listen  in  to 
these  and  other  international  broad- 
casts, and  even  ham  radio  conversa- 
tions, simply  by  having  a  good,  short- 
wave radio  receiver  (see  box,  opposite) . 

But  if  you'd  like  to  go  one  step 
fiarther  and  become  a  ham  broadcast- 
er, getting  an  FCC  license  has  never 


been  easier.  You  don't  e\'en  need  to 
know  Morse  code  any  more. 

Modern  equipment  is  cheaper  and 
simpler,  too,  and  there  are  more 
things  \'ou  can  do  with  a  ham  opera- 
tion than  in  the  past. 

There  are  about  1  million  licensed 
ham  (as  in  "theatrical  ham")  radio 
operators  around  the  world,  includ- 
ing 494,000  in  the  U.S.  and  another 
35,000  in  Japan.  Their  ranks  include 
ever\'one  from  heads  of  state  ( King 
Hussein  of  Jorcian,  King  Juan  Carlos 
of  Spain,  former  Prime  Minister  Rajiv 
Gandhi  of  India)  to  astronauts. 

David  French,  a  news  anchor  at 
Cable  News  Network,  has  been  a  ham 


operator  since  1982  and  has  ham 
stations  both  at  CNN  and  at  his  home 
in  McLean,  Va. 

"Ham  radio  is  an  interesting  way  of 
finding  out  what  is  on  other  people's 
minds,"  says  French,  who  takes  to  the 
air  on  his  ham  units  several  times  a 
week.  "There  are  those  times,  two  or 
three  a  year,  when  something  news- 
worthy is  happening  and  a  ham  radio 
comes  in  handy — especially  with  nat- 
ural disasters  such  as  a  hurricane  or 
the  San  Francisco  earthquake,"  he 
says.  When  the  earthquake  occurred, 
he  fijrnished  CNN  with  sound  bites 
recorded  from  hams  he  contacted. 
But  only  rarely,  French  says,  does  he 
get  real  scoops  that  way. 

You  need  a  license  to  operate  a  ham 
radio  in  the  U.S.;  the  Federal  Com- 
munications Commission  offers  five 
amateur  le\'els.  Each  step  up  grants 
additional  privileges  and  requires  a 
new  test.  Until  mid-February  of  1991 
all  lex'cls  required  knowledge  of 
Morse  code.  But  now  you  can  get  a 
second-stage  "technician"  license 
without  putting  in  the  time  to  be- 
come proficient  in  Morse. 

Operators  insist  it  is  still  worth  the 
effort  to  learn  Morse  code,  however. 
Not  onlv  do  all  other  levels  of  amateur 
licenses  require  it,  but  sometimes  it  is 


David  French, 
CNN  news  anchor, 
tunes  ham  rig 
in  his  office 
"An  interesting 
way  of  finding 
out  what's  on 
people's  minds." 
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■  the  only  way  to  communicate  at  all. 
"When  reception  is  bad,  such  as  on 
crowded  frequencies,  Morse  code  can 
get  through  under  conditions  that 
other  signals  cannot  support,"  ob- 
serves Luck  Hurder,  a  deput)'  manag- 
er at  the  American  Radio  Relay 
League,  in  Newington,  Conn. 

Operating  a  ham  radio  can  be  al- 
most as  easy  as  tuning  your  TV  set. 
You  no  longer  have  to  fiddle  with  a 
dial  for  hours  in  search  of  a  good 
signal.  Modern  rigs  can  scan  the  air- 
ways at  high  speed  in  search  of  signals. 
'The  actual  propagation  of  radio 
waves  hasn't  changed,  but  the  elec- 
tronics in  modern-day  amateur  radio 
are  absolutely  astounding  and  reason- 
ably priced,"  says  Hurder. 

Ham  radios  can  reach  long  dis- 
tances by,  for  example,  bouncing 
high-frequency  signals  off  the  iono- 
sphere, enabling  broadcasters  to  send 
messages  to  the  other  side  of  the 
world.  Today's  hams  also  use  satellites 
and  repeater  stations,  and  even 
bounce  signals  off  the  moon  and  me- 
teor showers. 

Many  hams  get  started  by  a  mentor, 
known  as  an  "Elmer"  in  the  fraternity. 
Teaching  aids — books,  cassettes  and 
computer  programs — help  you  bone 
up  for  the  licensing  exam. 

In  addition  to  Morse  code  and 
voice,  amateur  operators  now  have 
other  ways  to  send  and  receive  infor- 
mation. Radio  teletype  has  long  al- 
lowed hams  to  communicate  by 
means  of  typed  messages. 

Packet  radio  is  a  newer  and  more 
flexible  way  to  send  typed  messages, 
and  it  includes  error-checking  proce- 
dures to  make  sure  the  message  has 
been  received  correcdy.  This  format 
has  become  popular  with  younger 
hams,  since  most  of  them  are  already 
accustomed  to  working  with  personal 
computers.  Many  of  the  mars  (mili- 
tary affiliate  radio  system)  messages 
coming  to  the  U.S.  from  servicemen 
in  the  Persian  Gulf  reach  their  destina- 
tion through  packet  radio. 

Setting  up  a  ham  station  can  cost 
from  a  few  hundred  dollars  to  $5,000 
or  more,  if  you  add  special  amplifiers, 
antenna  tuners  and  computer  inter- 
face boards.  Many  enthusiasts  have 
two  or  more  radios:  one  to  cover  high 
firequencies  (HF),  from  2  to  30  mega- 
hertz, one  for  very  high  frequencies 
(VHF),  over  30  megahertz,  and  possi- 

Forbes  ■  March  18,  1991 


The 
whole 
world 
news 


All  you  need  to  hear  an 
astonishing  amount  of  in- 
formation from  all  over 
the  world  is  a  world  band 
shortwave  radio.  Costing 
just  a  few  hundred  dollars 
at  your  local  electronics 
store,  most  shortwave  re- 
ceivers can  pull  in  fre- 
quencies from  about  2  to 
almost  30  megahertz. 
Within  this  broad  range 
you  will  find  hundreds  of 
national  broadcasters, 
many  in  English,  includ- 
ing Voice  of  America,  BBC, 
Radio  Moscow  and  Kol 
Israel,  to  name  a  few.  You 
can  also  listen  to  ham  op- 
erators on  the  bands  set 
aside  for  their  use. 

Ham  operators  often 
communicate  on  what  is 
called  a  single  sideband 
(SSB).  Make  sure  your 
world  band  radio  receives 
SSB  so  you  can  listen  in.  You 
can  find  this  feature  in 
portable  shortwave  radios 
costing  as  little  as  $100. 
One  popular  midsize  mod- 
el, about  as  big  as  a  hard- 
cover book,  is  the  Sangean 
ATS-803A,  which  lists 
for  $249  but  can  common- 
ly be  found  for  less.  Vir- 
tually the  same  radio  is  sold 
as  the  Radio  Shack  DX- 
440,  priced  at  $200. 

TheSonyICF-2010is 
a  bit  more  expensive.  It  car- 


ries a  suggested  retail 
price  of  $430  but  can  be 
picked  up  for  $300  or  less 
from  discounters.  Perfor- 
mance is  on  a  par  with 
some  of  the  more  expensive 
tabletop  units;  the  radio 
also  picks  up  the  air  band 
( 1 16  to  1 36  megahertz) 
that  is  used  by  air  traffic 
controllers  as  well  as  by  a 
number  of  international 
broadcasters. 

Desktop  radios — the 
size  of  stereo  receivers — 
come  with  additional  fea- 
tures and  greater  ability  to 
pull  in  and  isolate  weaker 
signals.  They  range  in  price 
from  $785  for  the  Yaesu 
FRG-8800  to  $5,459  for 
the  ICOM  IC-R9000. 

The  Passport  to  World 
Band  Radio,  updated  year- 
ly, tells  you  the  schedules, 
frequencies  and  languages 
of  broadcasts  from  more 
than  1 50  countries.  Passport 
is  published  by  Interna- 
tional Broadcasting  Ser- 
vices and  sells  for  about 
$16.95  at  bookstores,  radio 
stores  and  by  mail  order 
(P.O.  Box  300,  Penn's 
Park,  Pa.  18943). 

Note:  Don't  be  sur- 
prised if  you  have  to  wait 
for  the  shortwave  radio 
you  want.  The  Gulf  war  has 
caused  a  run  on  all  short- 
wave receivers.      -S.K.  IH 


bly  one  for  satellite  communications. 

Some  hams  spend  as  much  on  an 
antenna  as  on  their  radios,  while  oth- 
ers get  by  with  stringing  up  a  couple 
of  inexpensive  wires.  But  by  using 
satellite  relays  you  can  make  do  with 
an  antenna  similar  in  size  to  those 
used  for  television  sets;  some  fairly 
effective  antennas  can  be  mounted  in 
an  attic  space. 

Ham  operators  have  to  follow  a  few 
simple  rules,  and  the  FCC  listens  in  to 
see  they  are  adhered  to.  Operators 
must  stay  within  official  amateur 
band  frequencies,  and  no  private 
codes  are  permitted.  Profanity  and 
indecencv  are  not  allowed.  And  the 


amateur  bands  can't  be  used  for  busi- 
ness purposes,  criminal  activities,  ad- 
vertising or  broadcasting  music.  Fi- 
nally, ham  operators  are  not  permit- 
ted to  accept  money  for  any  of  the 
communication  services  that  they 
provide. 

But  simply  communicating  with 
fellow  hams  all  around  the  world  is 
reward  enough  for  most  operators.  "I 
once  reached  Kazakhstan  in  the  Sovi- 
et Union,  a  guy  named  Nikolai,"  re- 
calls CNN's  French.  "When  you  get  on 
the  air  you  don't  know  who  you're 
going  to  talk  to — airline  pilots,  engi- 
neers, people  in  faraway  places.  It  can 
be  anybody."  WM 
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PLAN  YOUR  ESTATE  NOW  SO  IT  DOESN'T 
FALL  TOO  FAR  FROM  THE  TREE. 


If  you  thought  you  could  leave  the  task  of  estate 
planning  to  some  time  m  the  distant  future,  think  again. 
lb  protect  more  of  your  assets  for  your  heirs  and  pay 
less  in  estate  taxes,  you  need  to  jump  into  it  right  now 

The  New  England  can  help  you  to  preserve  your 
estate  ]ust  the  way  you  want  it.  One  of  our  representa- 
tives will  work  with  you,  your  accountant,  and  your 
lawyer  to  reduce  your  estate  taxes  and  increase  your 
family's  financial  security  And  provide  you  with  the 


very  best  in  estate  planning  produas-from 
Survivorship  Life  to  traditional,  universal,  and 
variable  life  insurance. 

For  our  free  and  informative  brochure 
on  estate  planning,  call  1-800- 622-2448, 
Ext.  214.  Because  in  order  to  protea  your 
future,  you  need  to  plant  the  seeds  today 
The  New  En^and.  Your  Financial  Partner, 
Your  Financial  Future. 


The  New  England 

Your  Financial  Partner 


The  name   ITie  New  England  '  and  the  monogram  are  registered  service  marks 
of  New  England  Mutual  Life  Insurance  Company,  Boston,  Massachusetts. 
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Tax-deductible  home  equity  loans  may  seem  perfect 
for  financing  cars,  home  improvements,  college  or 
investments,  but  they  still  have  to  be  repaid. 


Betting 
the  ranch 


If  THERE'S  A  credit  crunch  on,  you 
wouldn't  know  it  from  the  hoopla 
about  home  equity  loans,  or  hels. 
The  newspaper  and  TV  ads  are  almost 
irresistible:  prime  rate,  no  points,  no 
prepayment  penalties — and,  best  of 
all,  tax  deductibility  of  the  interest. 

But  before  you  run  off  to  your 
favorite  lender,  here  are  some 
things  to  keep  in  mind. 

Check  out  those  interest  rates 
ver)'  carefiilly.  Most  HELs  and 
home  equity  credit  lines  are  vari- 
able rate  loans,  often  laced  with 
artificial  sweeteners.  Some  start 
off  at  the  prime  rate  but  then  add 
1  V2%  to  2%  after  12  months.  So 
your  9'/2%  loan  could  quickly 
jump  to  11V2%. 

And  remember,  the  rate  is  vari- 
able .  If  you  are  looking  to  borrow     "* 
for  a  long  period,  inflation  could 
kill  you  down  the  road.  Some  hels 
have  caps  as  high  as  18%. 

A  fixed  rate  hel  can  make  a  lot 
more  sense,  but  you  may  have  to  pay 
extra  for  it.  Rates  of  1 1  V2%  are  typi- 
cal. But  that's  before  the  extras  are 
figured  in. 

Example:  One  would-be  borrower 
responded  to  an  enticing  hel  pitch 
letter  from  his  bank.  To  his  astonish- 
ment, he  found  that  to  get  the  10^2% 
fixed  rate  on  a  $30,000  loan,  he 
would  have  to  pay  $1,200  (4%)  in 
loan  origination  fees,  $200  in  mort- 
gage tax,  $350  in  legal  fees,  $269  for 
title  'j'-jurance  and  $75  in  other 
charges,  'n  all,  the  $30,000,  15-year 
loan  woi  ^d  have  cost  him  $2,100  up 
front.  About  the  only  thing  the  bank 
waived  was  lii  appraisal — on  proper- 
ty it  had  alreaci    appraised. 

Yes,  yes,  you  say,  but  at  least  I  can 
borrow  extra  to  pay  the  points  and 
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fees,  and  can  take  most  of  that  amount 
as  a  tax  deduction  right  away.  Not  so 
fast.  Points  and  other  fees  on  HELs  are 
not  deductible  in  the  first  year  unless 
the  money  is  used  for  home  improve- 
ment or  acquisition. 

And  not  all  of  your  loan  interest 


may  be  tax  deductible  in  the  first 
place.  Remember:  Interest  on  hels 
above  $100,000  is  not  ordinarily  de- 
ductible. And  if  the  total  amount 
borrowed  against  your  home  (or 
homes)  exceeds  $1.1  million,  a  por- 
tion of  your  interest  payments  won't 
be  deductible  then,  cither. 

Additionally,  there's  this  major  trap 
with  HELs — the  human  tendency  to 
pay  only  the  minimum  due  each 
month,  and  to  postpone  making  seri- 
ous dents  in  the  principal.  That's  what 
gets  so  many  people  in  trouble  with 
credit  card  debt.  In  many  cases,  an 
installment  loan  could  be  more  suit- 
able, especially  for  car  loans. 

Example:  Say  you  need  two  cars.  If 
you  take  out  a  $50,000,  three-year 
auto  loan  at  11%,  your  monthly  pay- 
ments come  to  $1,637  per  month.  At 
the  end  of  three  vcars,  vou  will  have 
repaid  $58,929,  including  $8,929  in 


(nondeductible)  interest. 

If  )'ou  have  a  $50,000  home  equity 
loan,  however,  it's  awfully  tempting 
to  pay  only  the  interest  due  each 
month — telling  yourself  you'll  repay 
the  base  amount  of  the  loan  in  a  lump 
sum,  at  some  future  date.  At  12%, 
those  interest  pavments  will  come  to 
$18,000  over  three  vears.  Even  after 
taxes,  that's  about  $  1 2,500  (assuming 
you  are  in  the  top  tax  bracket).  And 
you  still  have  to  repay  the  $50,000. 

Then  there's  this  unpleasantness 
about  hels:  Real  estate  prices  have 
yet  to  bottom  in  many  areas.  If  you 
ha\'e  to  sell  your  home  in  a  hurry — 
you're  transferred,  say,  or  get 
sacked — you  could  wind  up  owing 
more  than  the  house  fetches,  or  net- 
ting too  small  an  amount  to  qualify 
for  another  home. 

Where   else    might   you    borrow, 
then,  if  you  do  need  extra  cash?  Why 
not  try  your  friendly  stockbro- 
a    ker?  In  most  cases,  margin  loans 
i     entail  no  fees,  no  hassles  and  no 
waits — as    long    as    you    have 
enough  cash,  stock,  bonds  or  mu- 
tual ftinds  in  your  account. 

Margin  loans  arc  variable  rate 

loans  and  are  priced  at  a  markup 

over  either  the  broker  loan  rate  or 

the  broker's  base  lending  rate, 

generally  around  9%.  The  rate 

you  pay  also  depends  on  how 

much  you   borrow.   At  Merrill 

Lynch,  for  example,  where  the 

base  lending  rate  is  8%%,  you'll 

pay  11%%  for  loans  up  to  $10,000; 

10%  on  loans  of  $50,000  to  $75,000; 

and  91/2%  on  loans  over  $100,000. 

Tax  deductibility.^  Margin  interest 
can  be  deducted  dollar-for-doUar 
against  capital  gains,  dividend  and 
interest  income.  Any  interest  expense 
you  can't  deduct  in  a  given  year  can  be 
carried  forward  indefinitely. 

But  keep  in  mind  the  usual  caveats 
about  margin  borrowing:  If  the  mar- 
ket value  of  your  securities  (your  col- 
lateral) drops  below  about  30%  of 
your  loan,  you'll  get  a  margin  "main- 
tenance" call.  You'll  have  to  come  up 
with  fresh  cquit)^  or  liquidate  the 
securities. 

Moral:  Different  loans  have  differ- 
ent pros  and  cons.  But  don't  let  the 
lure  of  tax  deductibilitv  mislead  you 
into  thinking  that  an  hel  is  automati- 
callv  the  best  way  to  go.  A  home  is  a 
terrible  thing  to  lose.        -W.G.F.  ■■ 
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PERSONAL  AFFAIRS 


\  Can  computers  rationalize  the  pricing  of 
:  fine  art?  Collectors,  banks  and  tax 
I  collectors  hope  so.  But  dealers 
have  their  doubts— and  fears. 

An  electronic 
market  for  art.^ 


By  Christie  Brown 

How  DO  YOU  KNOW  what  a  piece  of 
art  is  really  worth?  The  only  foolproof 
answer,  of  course,  is  to  sell  it. 

But  the  next  best  thing  is  to  know 
exactly  how  much  it  sold  for  in  the 
past,  and  how  similar  works  have 
done  in  the  marketplace.  While  all 
works  of  art  are  unique,  of  course, 
similar  works  done  by  the  same  artist, 
during  the  same  period,  usually  main- 
tain similar  price  relationships. 

Enter  Centrox,  which  bills  itself  as 
the  world's  first  on-line,  image  data- 
base for  art.  It  is  brand  new  this 
month,  and  has  the  art  world  buzzing. 
Says  Jon  Bourassa  of  Citibank  Art 
Advisory  Services,  one  of  the  largest 
art-loan  makers,  with  reportedly  over 
$250  million  in  art  loans  last  year: 
"The  speed  and  visual  information 
make  this  ideal  [for  evaluation]." 

It's  no  trick  to  compile  and  print 
numbers  and  other  data  on  art  sales 
and  auctions,  of  course.  The  Art  Sales 
Index,  for  example,  lists  120,000  auc- 
tion results  and  dates  back  to  1969.  It 
is  indispensable  to  dealers  and  serious 
collectors.  Cost:  $198. 

But  Centrox  breaks  new  ground  by 
constandy  updating  such  informa- 
tion, and  putting  the  numbers  and 
words  together  with  high-resolution 
color  pictures.  The  Centrox  database 
already  contains  all  the  catalog  infor- 
mation and  auction  results  on  all  ma- 
jor paintings  and  sculpture  sold  at  1 72 
auction  houses  worldwide  since 
1989.  It  will  also  include  a  registry  of 
stolen  art.  All  available  with  the  touch 
of  a  few  computer  keys. 

The  Centrox  system  will  also  list — 

Forbes  ■  March  18,  1991 


and  show — works  that  subscribers 
wish  to  sell.  There  arc  no  commis- 
sions charged  by  Centrox  on  any  sales 
or  deals  from  one  individual  subscrib- 
er to  another.  It  is  designed  as  an 
information  service. 

Here's  how  Centrox  works:  Say 
you  own  a  1912  oil  painting  by  Marc 
Chagall.  Enter  a  search  in  Centrox 
and  within  seconds  the  screen  will 
show  all  the  ChagaUs  you  want  to  see 
that  were  sold  in  the  last  two  years, 
including  their  prices  and  the  images. 
Such  information  should  give  a  good 
idea  of  the  value  of  your  painting. 

The  potential  of  such  a  service 
scares  the  daylights  out  of  some  deal- 
ers. Why?  Collectors  can  easily  be- 
come as  savvy  about  prices  as  they  are. 
In  stock  market  terms,  the  bid- ask 
spread  on  many  items  in  the  not  very 
efficient  art  market  will  narrow. 
Notes  Thomas  Segal,  a  Boston  dealer 


in  contemporary  art:  "A  collector 
could  come  to  a  dealer  and  say,  for 
example,  'You're  asking  $5,000  for  a 
Baselitz  painting,  and  I  saw  that  12 
were  up  for  sale  worldwide,  and  each 
sold  for  $2,000.' " 

Centrox  doesn't  come  cheap.  The 
basic  cost  is  $9,000,  which  includes  a 
special  personal  computer  and  moni- 
tor powerful  enough  to  produce 
high- resolution  color  images.  (The 
Centrox  system  uses  a  386  Intel  chip 
with  80  megabytes  of  capacity.  The 
images  would  just  be  blurs  on  normal 
computers.)  There  is  also  a  monthly 
charge  of  $75,  plus  on-line  charges  of 
$1.12  per  minute.  Scanning  equip- 
ment, which  allows  users  to  enter 
pictures  of  their  art  into  the  system, 
costs  an  additional  $15,000. 

Some  dealers  are  already  sold,  in- 
cluding heavyweights  like  contempo- 
rary art  dealer  Hans  Neuendorf  of 
Frankfiirt  and  Didier  Aaron  of  New 
York,  who  specializes  in  old  masters. 
Thomas  Segal  also  insisted  on  getting 
in  on  Centrox's  ground  floor.  "Who 
could  I  hire  for  $  1 0,000  that  knows  as 
much  as  this  system?"  he  asks. 

Banks  that  lend  money  against  art 
are  also  enthusiastic.  Indeed,  one  of 
the  primary  backers  of  Centrox  is  the 
French  investment  bank  Banque 
Worms.  Two  banks  are  among  the 
system's  14  charter  subscribers,  and 
Citibank  is  another  likely  customer. 

Even  as  Centrox  is  being  intro- 
duced, another  electronic  system — 
which  does  not  operate  on-line — is 
also  taking  root. 

Artfact,  founded  by  Stephen  Abt  of 
North  Kingstown,  R. I.,  is  an  archival 
database  listing  over  50,000  auction 
records  and  color  images  from  35 
auction  houses,  mostly  in  the  U.S.  It 
includes  prices  on  everything  from 
fine  art  to  antiques. 

Artfact's  data  are  on  compact  disks 
that  are  updated  quarterly.  Charges? 
For  the  first  year,  $4,500,  and  about 
$2,200  for  subsequent  years. 

Introduced  in  January,  Artfact  has 
at  least  one  notable  customer:  the 
Internal  Revenue  Service.  Art  evalua- 
tors  at  the  iRS  in  New  York  are  using  it 
to  help  winkle  out  errors  in  art  valua- 
tions for  tax  purposes.  "We'U  see  how 
it  works  for  the  next  few  years,"  says 
Jeffrey  Schutzman  of  the  iRS,  who 
checks  over  5,000  art  estimates  a  year 
on  tax  returns.  ^M 
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Mike  Ackerman  left  the  CIA  in  protest  over 
congressional  meddling.  He  now  makes  a  handsome 
living  doing  CIA-type  work  for  private  business. 

Spook  for  hire 


By  Joel  Millman 

Dropping  a  half-million  dollars  rn  a 
business  deal  may  not  sound  like 
much.  But  how  about  in  cash?  From  a 
helicopter? 

At  5  feet  10  inches,  with  graying 
temples  and  a  hint  of  middle-age 
paunch,  50-vear-old  Emanuel  C.  Ack- 
erman, Mike  to  his  friends,  is  no 
ordinary  consultant.  When  the  hostile 
takeover  turns  lethal,  companies 
phone  Ackerman. 

The  Ackerman  Group,  based  in 
Miami,  is  a  $3.5  million  (revenues) 
security  firm.  Its  specialt}'  is  hostage 
negotiation.  Ackerman  also  provides 
countrv  profiles  for  businessmen  trav- 
eling overseas.  In  the  profiles  business 
he  has  plenty  of  competition,  from 
British  firms  like  Argen  and  Control 
Risk  to  Nashville's  Business  Risk  In- 
ternational. But  kidnapping  is  his  spe- 
cial niche. 

Most  corporate  security  experts 
come  from  the  "overt"  agencies — the 
FBI  or  Secret  Service — standard  police 
types.  Ackerman  hires  covert  types, 
many  of  them  alumni  like  himself  of 
the  CIA's  Clandestine  Services.  In  his 
words,  "guys  who  use  the  back  door, 
and  can  flash  a  wad  of  cash." 

That 's  why  Mike  Ackerman  found 
himself  flying  over  northern  Guate- 
mala, searching  for  the  bandits  who 
had  kidnapped  the  boss  at  a  U.S.- 
owned  oil  rig.  Posing  as  a  company 
executive,  he  chartered  a  helicopter 
and  personally  paid  the  $500,000 
ransom.  The  drop  was  made  and  the 
kidnappers  scattered,  leaving  the  rig 
boss  unharmed.  Four  days  later,  act- 
ing on  information  provided  by  Ack- 
erman, Cjuatemalan  authorities  ar- 
rested the  kidnappers — and  recovered 
most  of  the  ransom. 

Ackerman  views  kidnapping  as  a 
business.  From  Pakistan's  low-cost 
swaps  to  "blue-chip"  grabs  in  Colom- 
bia, the  market,  he  says,  has  wide 
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Emanuel  C.  (Mike)  Ackerman 
Miami's  ex-CIA  Itidnap  specialist. 


swings.  The  top  traders  use  fear  and 
grief  to  bid  up  the  ransom — some- 
times to  millions  of  dollars  for  a  single 
victim.  Knowing  how  to  negotiate  in 
each  market,  and  when  to  pay,  is  what 
Ackerman  sells.  And  "if  you  show  you 
can  get  an  arrest,"  Ackerman  says, 
"the  cops  will  let  you  operate." 

A  Phi  Beta  Kappa  at  Dartmouth, 
Ackerman  joined  the  CIA  in  1963  and, 
except  for  a  stint  in  the  Air  Force, 
spent  a  happy  1 1  years  there.  Fluent  in 
Russian  and  Spanish,  Ackerman  was  a 
natural,  shuttling  between  Latin 
America  and  Europe,  tracking  inter- 
national terrorists.  He  earned  a  repu- 
tation as  a  recruiter,  building  the 
agency's  network  of  informants  with  a 
mixture  of  cash,  guile  and  trust.  The 
"false  flag"  was  a  favored  technique, 
posing  as  a  Russian  agent  while  re- 
cruiting students,  or  as  a  Caribbean 
businessman  while  probing  Cubans. 

CIA  agents  are  permitted  to  retire  at 


age  50,  but  Ackerman's  departure  was 
not  by  choice.  In  1975  he  became 
incensed  at  congressional  meddling  in 
CIA  actions  by  the  likes  of  the  late,  left- 
wing  Senator  Frank  Church.  Acker- 
man refiised  to  swallow  the  politi- 
cian's guft'.  He  denounced  Congress 
in  a  vitriolic  memoir.  Street  Man,  and 
ran  for  the  seat  of  a  Florida  represen- 
tative on  the  Intelligence  committee. 
He  lost.  In  1977  he  opened  Ackerman 
&  Palumbo  with  another  retired 
agent.  He  bought  out  Louis  Palumbo 
in  1 989,  renaming  the  firm  the  Acker- 
man Group. 

Companies  like  Morgan  Bank, 
Bank  of  America,  Chevron  and  Mobil 
arc  among  the  1 75  firms  that  pay  up 
to  $8,500  a  vear  to  subscribe  to  his 
Risknet  service,  a  24-hour  news  ticker 
carried  on  telephone  lines  to  individ- 
ual pc:s.  Kentuckv  Fried  Chicken  out- 
lets being  barbecued  in  Lima?  Clients 
know  within  hours.  A  truly  alarming 
event — such  as  the  Red  Army  Fac- 
tion's remote-bomb  murder  of  a 
Deutsche  Bank  executive  last  year — 
will  prompt  a  detailed  study,  culled 
from  police  sources  in  several  nations. 

"Emergency"  work — kidnappings, 
mainly,  but  also  sabotage  and  product 
contamination  threats — accounts  for 
about  half  of  Ackerman's  business. 
For  training  bodyguards  and  assess- 
ing the  kidnap-proof  qualities  of  a 
potential  office  site  or  residence,  he 
charges  a  flat  fee  of  $1,000  a  day. 
Hundreds  of  companies  indirectly  re- 
tain the  services  of  the  Ackerman 
Group  when  they  subscribe  to  kid- 
napping and  terrorism  policies  with 
the  Chubb  insurance  group. 

The  Ackerman  Group  still  averages 
three  or  four  hostage  negotiations  a 
year.  Four  years  ago,  when  Occiden- 
tal Petroleum  lost  a  man  in  Colombia, 
it  used  Ackerman  to  negotiate  his 
freedom — paving  him  nearly  $2,000 
a  day  for  some  18  weeks,  in  addition 
to  $1 -million-plus  in  ransom. 

The  war  in  the  Gulf  has  been  good 
for  business — more  companies  are 
signing  up  for  his  news  service— as 
has  the  Cold  War  thaw.  The  Acker- 
man Group  recentlv  sent  its  first  rep- 
resentative to  Moscow,  where  Acker- 
man may  have  an  unlikely  new  ally: 
The  KGB  says  it  welcomes  his  help  in 
making  the  region  safe  for  corporate 
America,  whose  investment  the  Sovi- 
et Union  badlv  needs.  WM 
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Breatiie  easier  underwater. 


Re 


Lelax. 

A  Range  Rover  is  virtually  dunk 
resistant. 

Its  anti-lock  braking  system  is  capable 
of  stopping  straight  even  on  roads  that 
bear  a  striking  resemblance  to  small 
ponds. 

And  with  the  added  traction  of  perma- 
nent 4-wheel  drive,  a  Range  Rover  can 
grip  the  kind  of  rain-soaked  pavement 
that  sends  ordinary  luxury  cars  slip- 


sliding  away. 

Of  course,  what  makes  a  Range  Rover 
and  its  owner  even  more  comfortable 
during  torrential  downpours,  Nordic 


GRANGE  ROVER 


blizzards,  or  whatever  else  the  sky  has  to 
offer,  are  its  abundant  amenities. 

Why  not  call  1-800-FINE  4WD  for  a 
dealer  near  you? 

It's  very  rare  that  an  investment  of 
around  1?43,()0()  can  make  you  feel  quite 
this  secure.  Even  in  the  midst  of  a  blind- 
ing typhoon,  you'll  be  at  the  helm  of  a 
rather  seaworthy  vehicle. 

One  designed  to  relieve  a  little  of  that 
cabin  pressure. 
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Politician  does  well 

In  THE  BULL  market  of  the  1980s,  the 
American  Stock  Exchange  was  the 
sleepy  sister  among  the  capital  mar- 
kets. But  a  former  U.S.  congressman, 
of  all  people,  is  waking  the  Amex  up. 

After  just  over  a  year  as  head  of  the 
Amex,  former  Representative  James 
R.  Jones,  51,  has  turned  the  sleepy 
sister  into  an  active  competitor.  Re- 
versing the  trends  of  the  1980s,  the 
Amex's  total  stock  volume  for  1990 
surpassed  3.3  billion  shares,  up  more 
than  6%  from  1989.  On  Nasdaq, 
meanwhile,  volume  was  down  slight- 
ly, and  New  York  Stock  Exchange 
volume  fell  5%. 

Jones,  an  Oklahoma  Democrat, 
served  in  the  House  from  1972  to 
1986,  chairing  the  Budget  Commit- 
tee, sitting  on  the  Ways  &  Means 
Q)mmittee  and  drafting  international 
trade  bills.  "In  Congress,  members 
have  to  transcend  different  disci- 
plines," he  says.  But  on  Wall  Street, 
"you  have  very  bright  people  who  are 
very  narrowly  focused." 

So  Jones  narrowed  his  focus.  He 
hammered  awav  on  the  theme  of  sur- 

American  Stock  Exchange  Chairman  James  Jones 
A  jolt  of  energy  for  a 
formerly  sleepy  market. 


vival  in  a  global  marketplace.  One  of 
his  first  mo\'es  was  to  set  up  what  he 
calls  "skunk  works" — after  the  entre- 
preneurial think  tanks  of  Silicon  Val- 
ley— in  which  Amex  staffers  could 
work  with  member  brokerage  firms 
to  create  nev\'  securities  to  trade  on  the 
exchange. 

One  result?  So-called  equit}' deriva- 
tives— especially  warrants  that  allow 
in\'estors  to  trade  puts  and  calls  on 
broad  foreign  market  indexes — ac- 
counted for  15%  of  the  Amex's  equit)' 
volume  in  1990.  The  biggest  hit: 
Nikkei  puts,  a  series  of  warrants  en- 
abling U.S.  investors  to  profit  if  the 
Japanese  stock  market  fell.  As  the 
Nikkei  stock  axerage  lost  some  39% 
of  its  x'alue  last  \'ear,  the  Amex  puts 
became  a  godsend  to  Wall  Street  firms 
starving  for  commission  volume  and 
trading  profits. 

Another  of  Jones'  pet  projects  is  an 
"incubator"  market  for  fledgling 
companies  that  spend  heavilv  on  re- 
search and  development.  Such  com- 
panies, too  small  for  inclusion  on  the 
Amex,  might  be  traded  in  an  experi- 
mental adjunct  market  with  lower 


listing  standards,  rather  like  the  Lon- 
don Stock  Exchange's  successful  Un- 
listed Securities  Market. 

"It  would  be  like  a  baseball  farm 
team,"  says  Jones.  Some  incubator 
companies  could  eventually  graduate 
to  a  ftill  Amex  listing,  and  enable  the 
exchange  to  compete  more  keenly 
with  Nasdaq. 

Later  this  year,  Jones  hopes,  the 
Amex,  in  a  joint  venture  with  Reuters, 
will  launch  an  electronic  market  for 
private  placements  of  unregistered 
foreign  securities.  As  international  ac- 
counting and  reporting  standards 
slowlv  conx'erge  (see  story,  p.  72), 
muses  Jones,  "the  next  step  is  to  open 
it  [the  private  placement  market]  up 
to  the  public." 

How  to  get  in  bed 
with  your  customers 

Japanese  competition  has  turned 
U.S.  semiconductor  equipment  sup- 
pliers into  an  endangered  species. 
Only  one  American  firm  is  left  among 
the  world's  top  five  suppliers:  Applied 
Materials,  Inc.  of  Santa  Clara,  Calif. 
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Applied  Materials,  Inc.'s  Tetsuo  Iwasaki 
Cozying  up  to 
chipmakers  in  Japan. 

Much  of  the  credit  for  Applied  Mater- 
ials' success  goes  to  Tetsuo  Iwasaki, 
44,  president  of  its  Japanese  subsid- 
iary. In  1990  Applied  Materials'  Japa- 
nese sales  of  such  advanced  chipmak- 
ing  devices  as  etchers  and  chcmical- 
vapor-deposition  machines  generated 
$280  million,  a  RiU  third  of  the  com- 
pany's total  revenues. 

How  did  Applied  Materials  suc- 
ceed when  other  U.S.  chipmaking 
equipment  suppliers  struck  out  in  Ja- 
pan.'' By  cozying  up  to  its  Japanese 
customers  in  a  way  that  would  make 
many  American  firms  uncomfortable. 

Soon  after  setting  up  the  Japan 
division  in  1979,  Iwasaki  convinced 
Applied  Materials'  chairman,  James 
Morgan,  to  commit  $63  million  to 
build  a  technology  center  in  Japan  for 
joint  research  with  such  big  custom- 
ers as  Toshiba,  Hitachi  and  NEC.  As  a 
result,  when  production  of  semicon- 
ductors began  steadily  moving  across 
the  Pacific  to  Japan  in  the  Eighties, 
Applied  Materials  already  had  direct 
relationships  with  its  Japanese 
customers. 

On  the  other  hand,  most  U.S.  sup- 
pliers put  their  distribution  networks 
in  the  hands  of  big  Japanese  trading 
houses.  Iwasaki  says  that  was  a  fatal 
mistake  in  a  specialized  business  in 
which  close,  long-term  relations  with 
customers  are  vital.  Iwasaki  knows 
what  he's  talking  about.  Before  set- 
ting up  Applied  Materials'  Japanese 
subsidiary,  he  had  peddled  the  firm's 
chipmaking  equipment  for  Kane- 
matsu  Gosho,  a  big  Japanese  trading 
company.  -HiROKO  Katayama 


The  music  man 

For  ONLY  the  fifth  time  in  its  33-year 
history,  the  music  industry's  presti- 
gious Grammy  awards  show  was 
staged  in  New  York  City  last  month. 
The  man  behind  bringing  the  Gram- 
mys  back  East:  Edwin  Cooperman, 
chairman  of  American  Express  Trav- 
el Related  Services.  Cooperman 
headed  the  committee  of  New  York 
business  executives  who  courted  the 
Recording  Academy's  officials,  who 
in  turn  decided  where  to  hold  the 
extravaganza. 

Cooperman,  an  avid  music  fan,  has 
substantially  increased  Amex's  pres- 
ence in  show  business.  For  example, 
he  recently  worked  out  a  deal  with 
Cineplex  Odeon,  one  of  North  Amer- 
ica's biggest  theater  chains,  enabling 
moviegoers  to  pay  with  the  American 
Express  card  at  Cineplex  ticket 
booths.  That  will  give  Amcx  a  piece  of 
the  $5  billion  that  the  nation's  film 
audiences  spend  ever)'  year  at  the  box 
office. 


Cooperman  is  leading  American 
Express  into  another  competitive  are- 
na: concert  promotion.  A  service 
called  American  Express  Gold  Card 
Events  was  launched  in  late  1988.  It 
enables  gold  card  holders  to  purchase 
preferred  seating  to  such  shows  as 
Paul  Simon's  Bom  at  the  Right  Time 
tour.  Participating  members  also  get 
first  crack  at  other  cultural  and  sport- 
ing events  before  they  go  on  sale  to 
the  general  public.  In  major  cities  like 
New  York,  where  local  scalpers  con- 
trol the  tickets  for  many  popular 
shows,  the  program  is  already  a  big 
success. 

Cooperman,  47,  taught  law  at 
West  Point.  "I  like  to  operate  under 
an  old  British  military  credo:  'Those 
that  dare,  win,'  "  he  says.  Pointing  to 
the  replica  of  an  old  four-star  gener- 
al's helmet  he  keeps  in  his  office  to 
remind  him  of  his  business  strategy, 
Cooperman  adds:  "You've  got  to  be 
a  Patton.  You  can't  take  no  for  an 
answer."  -Peter  Newcomb 


Edwin  Cooperman,  chairman  of  American  Express  Travel  Related  Services 
Pushing  American  Express  into 
a  starring  role  in  entertainment. 
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THERE  WHEN  IT  COUNTS. 


Even  after  being  extinguished, 
fires— especially  industrial  fires- 
can  remain  life  threatening. 
Because  during  a  blaze,  substances 
such  as  mercury,  formaldehyde 
and  acids  used  in  industry  can  be 
released  into  the  air  in  deadly 
concentrations. 


"It's  a  case  of 
what  you  can't 
see  or  smell 
being  able  to 
kill  you,"  warns 
industrial  hygien- 
ist  Dr.  Roger 
Hallstein. 


Dr  Hallstein,  who  manages  our 
ndustrial  hygiene  laboratory- 
one  of  the  few  labs  of  its  kind  in 
the  country— heads  up  a  highly 
qualified  team  ready  to  work 
days,  nights  and  weekends'.  Using 
state-of-the-art  equipment,  they 
analyze  air  samples  whenever 
necessary  And  provide  crucial 
data  and  recommendations 
to  deal  with  harmful  or  lethal 
contamination.  In  short,  they 
save  lives. 

Continental  has  a  lot  of  dedi- 
cated people  like  Dn  Hallstein. 
People  who  are  there  when  it 
counts.  People  who  have  helped 
make  us  a  leading  property/ 
casualty  insurer  and  a  strong, 
solid  company  They  Ye  why  for 
over  135  years,  we've  met  our 
obligations  to  our  insureds,  our 
employees,  our  distributors  and 
shareholders. 


ffl 


"^  Insi 


iflK^r  Continental 
insurance. 


411    <  ^ 


■'■'   ' 


i^JJ 


■LJJ 


BY  ERIC  S.  HARDY 


iCn  just  the  past  four  weeks,  the  Wil- 
bhire  index  had  a  total  return  (includ- 
ing dividends)  of  10.3%.  That's 
enough  for  David  Elias,  an  invest- 
ment adviser  in  Buffalo,  to  advise 
caution.  Elias  thinks  that  uncertainty 
over  the  timing  of  the  expected  eco- 
nomic recovery  and  the  prospects  for 
disappointing  first-quarter  earnings 
could  set  off  a  correction.  "We  have 
been  taking  at  least  a  third  of  our 
money  off  of  the  table  on  any  stock 
with  a  25%  profit,"  he  says. 

In  particular,  Elias  recommends 
avoiding  oil  stocks  and  basic  indus- 
tries such  as  steel  and  aluminum.  "If 
you  want  to  participate  in  a  cyclical 
stock,  you  want  to  own  a  growth 
cyclical  like  Kimberly-Clark,  which 
could  come  in  with  double-digit  earn- 
ings in  the  next  two  years,"  he  says. 
As  for  noncyclicals,  Elias  favors 
Philip  Morris,  Schering-Plough  and 
Wal-Mart. 

Even  though  overall  first-quarter 
earnings  may  be  soft:,  there  will  be 
some  individual  surprises.  For  exam- 
ple, the  Wall  Street  analysts  tracked  by 
the  Institutional  Brokers  Estimate 
System  were  predicting  that  Hewlett- 
Packard  would  earn  70  cents  a  share  in 
the  December  quarter.  But  the  Palo 
Alto,  Calif  computer  company  re- 
ported 83  cents;  its  stock  climbed 
24%  between  Feb.  7  and  Feb.  21. 

In  the  last  two  weeks  the  Wilshire 
index  gained  2.4%;  the  Dow,  2.9%. 


Closeup  on  the  market 
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Yield:  3.1%                          j^ 

^ 

t^ 

^ 

•%l 

/VVr-^-J^'ltt//^ 

Performance 

Price 

Total  return 

j»  /^w^Sf^^ 

Last  4  weeks 

9.9  % 

10.3% 

w  / 

Since  12/31/90 

11.6 

12.1 

*\?^/^ 

Since  peak  10/9/89 
Since  5-year  low  12/4/87 

-1.8 
58.1 

2.8 
77.4 

1000 

^     i              1              ! 

1               !               1               1 

1 

i 

wmassm 

'82           '83           '84           '85 

'86           '87           '88 

'89 

'90            '91 

The  best  performing  stocks                                                             1 

Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)  ^ 

RelvoP       1 

Square           flRHI 

;       51% 

15 

7,833 

2.2:|h| 

Hewlett-Packard 

471/4 

24 

15 

14,763 

24^^ 

KLM  Royal  Dutch  Airlines 

UVs 

20 

10 

958 

1.8         1 

Reebok  IntI 

19^8 

20 

13 

9,804 

2.8          1 

Amgen 

951/2 

19 

NM 

13,272 

1.8          i 

The  worst  performing  stocks 


Company 

Price 

2-week  change 

P/E 

Avg  vol  (thou)  ^ 

RelvoP 

Laldlaw 

163/4 

-14% 

16 

14,285 

2.8 

Turner  Broadcast  Sys 

131/2 

-12 

NM 

420 

1.4 

Metro  Mobile  CIS 

12V4 

-12 

NM 

1,224 

1.6 

Trlnova 

211/2 

-12 

14 

935 

14,698 

1.6 

Oracle  Systems 

9 

-11 

22 

0.9 

Index  or  investment  Price  or  rate        2 

Wilshire  index 

6,000  stocks,  capitalization  weighted 

Wilshire  index 

5,000  stocks,  equal  weighted 

Dow  Jones  industrials 

30  stocks,  divisor-adjusted  price  average 

S&P  500 

Capitalization  weighted  cross  section,  major  stocks 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

Amex 

Capitalization  weighted  total  return-,  stocks,  warrants 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

Amex  international  market  index 

Capitalization  weighted,  50  largest  ADRs 

Note:  All  data  for  periods  ending  2/21/91.  Wilshire  index  reflects  pr' 
since  the  index  was  created.  Stocks  listed  above  have  market  capit 
Calif.  ^Average  daily  volume  over  a  2-week  period.  'Average  daily  . 
Stanley  Capital  international  perspective.  '^For  period  ending  2/22,-- 
Information.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage 


Price  or  rate 

3,460.0 
20.6 

2,891.8 
365.0 
199.3 
341.8 
446.4 

325.63 


week  change 

2.4% 

5.2 

2.9 

2.4 

2.3 

2.1 

L'.fi 


Slice.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity 
5,500  million  or  more.  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica, 
the  last  2  weeks,  divided  by  the  average  daily  volume  during  the  preceding  3  months.  "  Morgan 

,  .ei,  Cornell  University,  using  Ford  Database  from  Ford  Investor  Services.  *■  Knight-Ridder  Financial 

'■iVI:  Not  meaningful. 


Index  or  investment 

Europe,  Australia,  New  Zealand  and  Far  East* 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

institutional^ 

Approximately  200  stocks  with  high  institutional  ownership 

individual 

Approximately  200  stocks  with  low  institutional  ownership 

Russell  200  index 

2000  small  market  value  stocks,  capitalization  weighted 

Gold'  (composite  quote  of  6  major  dealers) 

Yen'(per$U.S,) 

Commodity  index'  (CRB  futures  index,  1967=100) 

Oil' (W  Texas  Intermediate) 

T  bills' (90  days) 

Broker  loan  rate' 


211.21 
$18.45 
5.93% 
9.00% 
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M:Vt-^i;l]J!l;M.'JiM 


S&P  500  P/E*  vs.  Aaa  bondst 


S&P  500  companies 

Ratio  of  estimate  Increases  to  decreases 


Forecasting  the  S&P  500 


Aaa  bonds 


'87 


'88 


'89 


'90 


'91 


*S&P  500  P/E  Is  the  recent  price  of  the  S&P  500 
divided  by  estimated  earnings  over  the  next  12 
months.  tProjected  price-to-coupon  ratio  for 
Moody's  Aaa  corporate  bond  Index. 


0.70 


0.50 


0.30 


0.10   -• 


Year 

Estimated 
P/E 

%  change 
current  estimates 
vs.  3  months  ago 

expected 
year-to-year 
EPS  growth 

1989' 

15.2 

NA 

-5% 

1990 

15.3 

-6% 

-2 

1991 

13.5 

-7 

13 

1 


MAMJJASONDJF 
1990  1991 


1991  estimates  for  major  industry  groups 

Rising  estimates  Falling  estimates 

tobacco  jJkk.  airlines 

cosmetics      'i       p        automobiles 
drugs  •~.«J  machine  tools 

beverages,  soft  drinl(s        leisure  time 
medical  prods,  equip         tteavy  trucl(S,  parts 


# 


"People  arc  ignoring  the  earnings  forecasts  for  1991 — 
their  thinking  is  that  1991  is  not  going  to  be  an\'  better 
than  1990,  and  so  they're  looking  ahead  to  the  recover}'  of 
1992,"  says  Richard  Pucci,  database  director  for  the 
Institutional  Brokers  Estimate  System.  In  lanuan'  the  ibes 
index  of  estimate  revisions  on  the  S&P  500  hit  its  lowest 
level  since  lanuary  of  1985  as  analysts  cut  four  estimates 
for  every  one  that  they  raised.  But  Pucci  expects  the  index 
to  climb  in  the  next  few  months.  That's  because  with  each 
passing  month,  1992  estimates  will  carr)'  increased  weight 


Who's  hot 


in  the  index,  and  analysts  arc  expecting  an  economic 
rebound  in  1992. 

The  graph  on  the  top  left  shows  the  relationship 
between  the  estimated  p/e  on  the  s&P  500  and  the  project- 
ed price-to-coupon  ratio  for  Moody's  Aaa  corporate  bond 
index.  Pucci  points  out  that  downward  corrections  often 
occur  whenever  the  p/e  ratio  for  stocks,  as  measured  by  the 
.s&P  500  index  against  expected  earnings,  gets  more  than 
15%  above  the  corresponding  ratio  for  bonds.  Right  now 
it  is  18%  above. 


Greatest  increase  in  estimates  over  the  past  three  months 


Company/industry 
Commodore  Intl/computers 
Sysco  Systems/computers 
Tektronix/electronic  systems 
AST  Research/computers 
Atlantic  Southeast  Air/airlines 


mo^s  not 


1990 
EPS 

$0.05 
0.99 

-0.86 
2.38 
2.18 


1991  estimate 3-month 

recent     3-month  change    P/E     price  change     Reason 

$1.44  NM  11  97%         Strong  European  sales  of  Amiga  computer  ' 

2.38  31%  24  60  Increased  demand  for  high-end  products  I 

I 
1.56  26  13  14  Benefits  from  corporate  restructuring  I 

3.58  23  13  77  Increased  demand  for  486-based  PCs  and  lower  costs        I 

I 
2.71  17  11  95  Benefits  from  the  demise  of  Eastern  Air  Lines  I 


Greatest  decrease  in  estimates  over  the  past  three  months 


Company/industry 
GlenFed.'savings  &  loan 
CBS/broadcasting 
Southilown/building  materials 
Shawmut  Natl/banking 


1990 
EPS 


1991  estimate— —  3-month 

recent     3-month  change    P/E     price  change     Reason 


Louisiana  Pacific/forest  prods 


$3.38 

$0.92 

-51% 

6 

-30% 

3.55 

4.37 

-57 

36 

-4 

-1.33 

0.72 

-53 

20 

10 

-1.84 
2.42 

0.59 
1.80 

-52 

-45 

7 
17 

-37 
17 

Soft  real  estate  market 

Heavy  losses  from  major  league 

Slow  demand  for  construction  products 

Increased  non  performing  loans 

Declining  orders  for  wood  products 


'^si^a^Si^mii'M^isiis^^iSL^'&m^imiiisiXiimmsMs^^ 


Note:  Companies  listed  have  a  market  capitalization  of  $100  million  or  more.  Earnings  projections  are  for  Wall  Strreet  consensus  estimates  data  from  3,000  security  analysts 
compiled  by  the  Institutional  l3rokers  Estimate  System,  a  service  of  Lynch,  Jones  &  Ryan  Investment  Services.  Aaa  bond  yield  forecasts  supplied  by  Blue  Chip  Economic  Advisors. 
'Actual.  NA:  Not  available.  NM:  Not  meaningful. 
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It's  The  Lease 
V\fe  Can  Do  lb:  Y)iL 


$290 

a  month. 


Jeep  Cherokee  Laredo. 

Now,  through  March  31,  1991,  you  can 
lease  a  Jeep  Cherokee  Laredo  with  a  4.0 
Utre  190  horsepower  engine  for  the  spe- 
cial rate  of  $299  a  month.  Price  is  based  on 
MSRP  of  Jeep  Cherokee  Laredo  four-door 
four-wheel  drive  model  including  auto- 
matic transmission,  air  conditioning,  and 
destination  charges.  Excludes  title,  taxes, 
and  other  options.  Monthly  payment 
shown  is  for  quaUfied  lessees  through 

There's  Only  One  Jeep! 


Chrysler  Credit  Corporation.  Offer  avail- 
able on  select  1991  vehicles.  Chrysler  will 
provide  $700  cash  to  the  consumer  for  use 
toward  down  payment.  Payment  depends 
on  actual  dealer  price  and  equipment 
level  of  vehicle.  Customer  must  take  from 
dealer  stock.  Option  to  purchase  at  lease 
end  must  be  negotiated  with  dealer  at 
lease  inception.  There  is  a  penalty  for  ex- 
cessive wear  and  tear.  See  participating 
dealer  for  details.  For  more  information, 
calll-800-JEEP-EAGLE. 


Advantage:  Chrysler^ 


kS  SHSjSS"         *Advantage  Gold  Key  Lease  Details  T»:,-ii  48  months,  1st  Payment  $299.  Down  Payment  $1,890,  Refundable  Security  Deposit  $325,  Advantage  Gold  Key 
^»  CREDIT  Lease  Cash  Provided  $700,  Toul  ('-='•  Advance  $3,214,  Total  Allowable  Miles  60,000,  Excess  Miles  (over  60,000)  .08/mile,  Total  Payments  $14,352. 

Jeep  is  a  registered  trademark  of  Chrysler  Corporation.  ^    Buckle  up  for  safety. 


STATISTICAL  SPOTLIGHT 


Natural  gas  is  a  sure  winner— but  it  may  take  time. 
Here's  a  way  to  profit  while  waiting. 

Alternative 


profits 


By  Eric  Hardy  and  Robert  C.  Balancia 


Though  it  has  often  disappointed 
investors,  the  natural  gas  business  has 
a  brilliant  ftiturc.  Gas  burns  cleaner 
than  coal  or  fuel  oil,  producing  less 
carbon  dioxide  and  almost  no  sulftir 
dioxide  per  unit  of  heat.  Its  supply  is 
immune  to  turmoil  in  the  Middle 
East.  Demand  for  natural  gas  is  likely 
to  be  boosted  bv  the  Clean  Air  Act  of 
1990  and  tougher  state  environmen- 
tal laws.  For  example,  natural  gas 
already  fuels  30,000  cars  in  the  U.S. 
This  number  is  expected  to  rise. 

Here's  a  way  to  bet  on  this  brilliant 
ftiture  without  having  to  wait  for 
profits  to  develop  when  demand  for 
natural  gas  finally  overtakes  supply,  as 
it  inevitably  must:  Buy  shares  in  a 
diversified  gas  company,  one  combin- 


T 


1^  ^ 


ing  a  core  gas  utility  business  with 
some  less  regulated  activities.  The  ta- 
ble below  lists  ten  such  companies,  all 
with  dividend  viclds  of  at  least  5%  and 


stock  prices  no  higher  than  50% 
abo\'e  book  value. 

New  York- based  Argus  Research 
estimates  that  Brooklyn  Union  Gas' 
long-term  earnings  growth  rate  will 
be  in  the  6%-to-8%  range — thanks  in 
large  part  to  the  utilit\'''s  diversifica- 
tion. In  addition  to  gas  distribution, 
Brooklx'n  Union  is  engaged  in  gas 
exploration,  pipeline  construction 
and  propane  distribution  to  industrial 
customers.  "We  stick  to  businesses  we 
know  something  about,  and  we  rely 
on  the  managers  to  run  those  subsid- 
iaries," says  Brooklyn  Union  Presi- 
dent Robert  B.  Catell. 

Chesapeake  Utilities'  main  activity 
is  the  heavily  regulated  business  of 
distributing  gas  to  homes  and  fac- 
tories. But  it  gets  46%  of  its  revenues 
from  long-distance  gas  transmission 
(regulated  at  the  federal  level),  energy 
exploration  and  the  distribution  of 
propane  and  oil  products.  It  also  has 
nonenerg)'  interests:  software  devel- 
opment, financial  consulting  and  real 
estate. 

Oneok,  based  in  Tulsa,  Okla.,  gets 
26%  of  revenues  from  businesses  oth- 
er than  the  sale  of  natural  gas.  Those 
businesses,  including  contract  drilling 
and  the  extraction  of  so-called  gas 
liquids,  haven't  done  well  lately  but 
would  profit  greatly  from  an  upturn 
in  oil  prices.  ^ 


More  than  just  gas 

These  natural  gas  companies  get  the  majority  of  their  revenue  from 
price-regulated  utility  operations,  but  they  have  diversified  into 


Company/nonutility  subsidiaries 

Berkshire  Gas/propane  distribution;  appliance  rental 
Brooklyn  Union  Gas/gas  exploration;  electric  cogeneration 
Chesapeake  Utilities/gas,  propane  &  oil  transmission 
Connecticut  Natural  Gas/commercial  heating  &  cooling  svcs 
Energen/gas  exploration;  propane  distribution 

EnergyNorth/prtiijane  distribution;  electric  cogeneration 
National  Fuel  Gas/gas  exploration  &  wholesale  distribution 
Oneok/oil  &  gas  production;  contract  drilling 
South  Jersey  Inds/ga?  storage  tank  maintenance;  mining 
Washington.  Energy/oil  &  ik  explor;  pollution  control  tech 

*  As  a  percent  of  total  revenue.  E;  Estimate, 

ZouKe%:  Media  General  via  Lotus  One  Source:  Duff  &  Phelps. 


less-regulated  businesses,  most  of  which  are  energy-related.  They 
have  good  yields  and  some  growth  prospects,  too. 


Non- 

utility 

Recent 

Latest  12  months 

EPS 

Price/ 

Debt/ 

revenue* 

price 

EPS 

P/E 

1991E 

book 

equity 

Yield 

12% 

14 

$1.21 

11.6 

$1.30 

109% 

143% 

9.4% 

10 

27^4 

2.24 

12.4 

2.56 

140 

105 

6.6 

46 

12 

1.20 

10.0 

1.18 

127 

80 

7.1 

12 

17'/8 

1.63 

II.O 

2.60 

139 

115 

8,0 

8 

17 

1.39 

12.2 

1.70 

139 

69 

5,5 

12 

16'/8 

1.50 

11.3 

1.50 

139 

115 

6,2 

12 

23'/8 

1.71 

13.5 

2.11 

133 

82 

6,2 

26 

14 

1.15 

12.2 

1,41 

115 

65 

5.8 

15 

WA 

1.36 

13.7 

1.75 

135 

59 

7,7 

20 

19Vi 

1.44 

13.4 

1.70 

141 

102 

7.0 

£^-:^^«m  fij^i^mt^m^rMfi- 


146 


Forbes  "March  18,  1991 


Interested  in  convertible  bonds?  Make  sure 
you  find  out  about  the  payback  period. 

Caution  on 
converts 


By  Eric  Hardy  and  Warren  Midgett 

Owners  OF  CONVERTIBLE  bonds  have 
been  in  clover  of  late.  The  stock  mar- 
ket rally  has  increased  the  values  of  the 
stocks  into  which  the  bonds  arc  con- 
vertible while  the  decline  in  interest 
rates  has  raised  bond  prices. 

And  if  the  stock  and  bond  markets 
stop  moving  in  tandem  and  only  one 
market  continues  rising,  convertible 
bondholders  will  still  benefit;  they 
have  a  stake  in  two  markets.  You  can 
think  of  a  convertible  cither  as  a  bond 
with  a  stock  call  option  attached  or  as 
shares  of  stock  with  some  incidental 


bondlike  features.  Here,  we  use  the 
latter  approach.  Each  of  these  con- 
vertible bonds  and  preferreds  can  be 
thought  of  as  a  wav  of  getting  into  the 
common  through  a  back  door. 

Take  Bruno's  6.5%  bond  maturing 
in  2009.  It  is  convertible  at  any  time 
into  66%  shares  of  Bruno's  common. 
At  a  recent  1 7 'A,  the  underlying  com- 
mon on  a  $1,000  face  value  bond  is 
worth  $1,150.  The  bond  sells  for 
$1,260,  $110  extra.  This  spread  is 
called  the  conversion  premium. 

What  docs  the  buver  of  the  convert- 


ible bond  get  for  the  premium?  A 
better  yield  than  on  the  common.  The 
bond  has  a  $65-a-ycar  coupon;  66% 
shares  of  the  stock  pav  annual  divi- 
dends totaling  only  $  12  at  the  current 
indicated  rate  of  18  cents  a  share. 

The  bond  buyer  pays  $  1 1 0  to  re- 
ceive $53  a  year  more  income.  Thus 
the  premium  is  recouped  in  2.1 
years — an  attractively  short  payback 
period.  Other  things  being  equal,  you 
want  convertibles  with  shorter  pay- 
back periods.  Note:  If  you  don't  like 
the  stock,  don't  buy  the  convertible. 

We  consulted  Value  Line  Convert- 
ibles and  Standard  &  Poor's  to  find 
convertibles  with  short  payback  peri- 
ods. The  table  lists  convertible  issues 
with  at  least  $50  million  outstanding 
and  at  least  a  BBB-  rating  from  Stan- 
dard &  Poor's.  One  caution:  Before 
buying,  look  carefuUv  at  the  provi- 
sions determining  when  the  issuer  can 
call  the  securit}'.  In  a  call,  the  conver- 
sion premium  is  lost  immediately. 

And  remember  this:  Convertibles 
can  lose  as  well  as  gain.  If  interest  rates 
go  up  and  stock  prices  go  down, 
holders  of  convertible  bonds  get  a 
double  whammv.  ^ 


How  to  pay  more  for  a 

Stock  and  come  out  ahead 

The  payback  period  is  the  time  it  takes  for  the  buyer  to  recoup  his 
conversion    premium   via   an   enhanced   yield.    These   convert- 

ibie  bonds  (top)  and  convertible  preferred  stocks  (bottom)  have 
relatively  short  payback  periods. 

Issue/terms 

Price- 
convertible 

stock 

Conversion 

value             premium 

convertible 

Yield- 
con 

Break- 
even 
(years)^ 

nmon  stock' 

Bruno's/6.5%  of  2009 
Champion  lntl/6.5%  of  2011 
Home  Depot/ 6%  of  1997 
Kirby/7.25%  of  2014 
Lafarge/7%  of  2013 

Noble  Affiliates/7.25%  of  2012 
Old  National  Bancorp/8%  of  2012 
Omnicom/7%  of  2013 
Park  Communication/6.88%  of  2011 
Wetterau/7%  of  2000 

$1,260 

970 

1,160 

990 

835 

$17.25 

29.75 

48.00 

9.00 

1425 

$1,150 
856 
996 
809 
644 

$110 
114 
164 
181 
191 

$65.00 
65.00 
60.00 
72.50 
70.00 

$12,00 
5.76 
2.49 
0.00 
18.08 

2.1 
1.9 
2.8 

2.5       1 
3.7 

1,010 
940 

1,140 
910 

1,105 

14.50 
23.25 
25.50 
15.00 
30,25 

739 
775 
1,029 
783 
917 

271 
165 
111 

127 
188 

72.50 
80.00 
70.00 
68.75 
70.00 

8.15 
27.98 
42.72 

0.00 
19.39 

4.2 

3.2        : 

4.1        i 

1.9 

3.7 

Cooper  lndustrles/$1.60 
Cypress  Minerals/$3.75 

GATX/$3.88 

in/$5.oo 

James  River/$3.38 

28.88 
46.25 
46.13 
84.50 
43.50 

:i>.00 
20.25 
33.38 
57.25 
27.63 

26.40 
40.76 
38.38 
82.84 
33.90 

2.47 
5.49 
7.74 
1.66 
9.60 

1,60 
3.75 
3.88 
5.00 
3.38 

0.59 
1.61 
1.27 
2.49 
0.74 

2.5 
2.6 
3.0 
0.7 
3.6 

'indicated  dividend  rate  times  number  of  common  shares  into  which,  torijartibie  bond  or  preferred  stock  is  converted 

yield  and  stocl<  yield. 

Sources.-  Vaiue  Line  Options  and  Convertibles;  Standard  &  Poor's;  ''•'.  -- 

^Conversior 

premium  div 

ided  by  difference  between  convertible 
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Land . . .  what  else  can  give  you  so  mueh  pleasure  now  and  for  years  to  eome? 

be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm     ' 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jev^^elry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 


^■^e  land  we're  offering  is  far 
I  from  the  crowds  and  rat  race  of 
A  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303   1WF7 
Ft.  Garland,  CO  81133. 
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Obtain  the  Property  Report  required  by  f-ederai  law  and  re. - ,       ,  ..   ,       ,,...  .dofai  agency  ha;, 

judged  the  merits  or  value,  if  any.  of  tfiis  properly  Equal  Crecli;  dud  Houamg  Oppoilumly  A  slalement  and  offering 
statement  lias  been  filed  witti  ttie  Secretary  of  State  of  tfie  Slate  of  New  York  Ttie  filing  does  nol  constitute  approval 
of  ttie  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  Slate  has  in  any  way  passed 
upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
Ranches.  NYASei  53  A  statement  of  Fiecord  filed  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 
to  be  offered  to  New  Jersey  residents,  but  does  not  pass  upon  its  merits  or  value.  Obtain  the  New  Jersey  Public 
Offering  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO,  Florida  AD  20537 
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MONEY  &  NVESTMENTS 


With  state  income  taxes  increasing,  it's  more 
;  important  than  ever  to  look  for  municipals 
I  that  are  exempt  from  your  state's  levies. 

States  rights 
bond  fiinds 


BYBENWEBERMAN 


Ben  Weberman  is  a  columnist 
for  Forbes  magazine. 


Read  my  lips:  Bv  recent  count,  eight 
states  raised  taxes  in  1990.  Man\'  are 
going  at  it  again — with  budgets  out  of 
balance  and  credit  deteriorating. 

The  good  nev\'s  is  that  the  aftertax 
return  on  the  right  kind  of  municipal 
bonds  is  worth  more  for  those  in 
higher  tax  states — provided  thev  buy 
bonds  that  are  exempt  from  state  lev- 
ies. This  means  buying  bonds  issued 
by  the  state  .you  li\'e  in  or  a  go\ern- 
ment  within  that  state. 

Expressed  as  taxable  equi\alent 
yields,  these  returns  are  usualh'  well  in 
excess  of  what  could  be  earned  b\'  the 
average  taxpayer  on  mortgage  securi- 
ties, corporate  bonds  and  securitized 
credit  card  debt.  They  are  e\'en  greater 
than  those  of  U.S.  Treasun'  bonds, 
which  are  exempt  from  taxes  in  most 
states,  although  interest  pa\'ments  are 
subject  to  federal  tax. 

The  value  of  tax-exemption  of  in- 
terest comes  down  to  the  rate  each 
state  charges  its  taxpayers.  California 
takes  9.3%,  while  Texas  has  no  in- 
come tax.  Thus  tax-exempt  interest  of 
6%  earned  by  a  California  resicient  on 
a  local  bond  would  be  the  same  as  if 
9.6%  were  taken  on  an  instrument 
subject  to  31%  federal  and  9.3%  state 
le\'ies.  A  6%  exempt  \'ield  on  a  Texas 
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instrument  v\ould  be  worth  onh' 
8.7%  to  a  Texas  resident,  estimates 
Nancy  Utterback,  Kidder,  Peabod\''s 
\'ice  president  of  municipal  research. 

The  decision  to  invest  in  an  obliea- 
tion  within  the  state  of  residency  or 
outside  rests  on  many  factors — onh' 
one  of  which  is  the  tax  rate.  Percep- 
tion of  risk  is  important  in  setting 
yields  acceptable  to  in\estors.  New 
York  debt,  for  instance,  trades  at  a 
considerably  higher  rate  of  return 
than  do  issues  from  other  communi- 
ties that  are  beliexed  to  be  less  risky 
geographic  areas — even  when  worth- 
while analysis  shows  comparable 
credit  qualit\'. 

Investors  who  ha\e  a  reliable  ac- 
count executi\e  capable  of  helping  in 
selection  of  municipal  bonds  and  will- 
ing to  take  a  markup  of  onh'  three- 
c]uarters  of  a  point — $7.50  per 
$1,000  bond— would  do  well  to  bu\' 
such  issues  directK'.  Minimum  order 
should  be  $25,000,  akhough  a  few 
salespersons  will  handle  $10,000  for 
accounts  that  provide  other  commis- 
sion business. 

Barring  such  exceptionally  fortu- 
nate circumstances,  in\'estors  should 
consider  purchase  of  a  tax-free,  long- 
term  mutual  bond  fund.  A  front-end 
load  (commission)  of  4%  to  4.75% 
may  be  charged,  although  some  of  the 
largest  distributors  take  no  fee.  These 
include  Fidelity',  Dreyfus,  Vanguard 
and  Scudder. 

More  important,  in  m\'  opinion, 
for  long-term  inx'estors  is  the  annual 
operating  expense.  These  range  from 
a  yen'  low  25  basis  points  (0.25%  a 
year)  to  well  o\'er  1  %  a  x'car  for  some. 
As  an  example,  among  the  no-load 
funds,  Drc\'fus  can  run  expenses  of 
0.75%  each  year,  and  Fidelir\'  is  in  the 
0.6%-to-0.7%  range  for  most  of  its 


tax-free  bond  funds.  Vanguard 
charges  around  0.25%  annually. 
Oxerhead  expense  ratios  are  listed  in 
the  annual  mutual  fund  roundup  of 
Forbes  (.SV/;f. .?,  1990). 

The  task  of  selecting  in-state  bonds 
has  been  eased  for  individuals  with 
smaller  portfolios  b\'  the  proliferation 
of  state-designated,  long-term  tax-ex- 
empt bond  funds.  Fidelit\'  of  Boston 
has  single-state  funds  from  the  high- 
tax  states  like  California  and  New 
York — with  three  in  each,  in  fact — as 
well  as  Connecticut,  Massachusetts, 
New  Jersey,  Pennsylvania,  Michigan, 
Minnesota  and  Ohio.  Flagship 
Funds,  a  small  distributor  in  Dayton, 
Ohio,  has  14  small  single-state  funds 
charging  a  4.2%  load,  including  Ari- 
zona, Florida,  Georgia,  Kentucky, 
North  Carolina  and  e\en  Tennessee. 

The  test  for  fund  selection  is  the 
measure  of  taxable  ec]ui\'alent  returns. 
Does  it  pay  to  buy  a  Treasury,  where 
interest  is  exempt  from  state  lexies,  to 
bu\'  An  in-state  bond,  fund  or  unit 
in\estment  trust,  or  to  buy  a  fund 
comprising  bonds  from  many  re- 
gions—a national  fund?  In  nearly  ev- 
er\'  case,  the  taxable  ec]ui\alent  yield 
on  a  tax-free  bond  is  greater  for  some- 
one in  a  3 1  %  federal  tax  bracket  than 
what  could  be  earned  on  a  taxable 
issue,  e\en  on  a  U.S.  Treasun'  bond  of 
similar  maturity. 

A  sur\ey  of  single-state  funds 
shows  that  Nev\'  York-denominated 
mutual  funds  have  yields  ranging 
from  6.35%  to  6.54%.  The  top  mar- 
ginal tax  rate  is  7.7%.  This  makes  the 
interest  paid  on  these  funds  ee]ual  to 
9.97%  to  10.27%  on  bonds  whose 
interest  is  subject  to  federal  and  state 
taxes,  such  as  mortgage  obligations, 
corporate  debt  and  bank  bonds. 

California  residents  earn  only 
6.17%  to  6.41%  on  funds  focusing 
on  obligations  of  the  state  and  its 
authorities,  but  a  high  tax  rate  of 
9.3%  brings  the  taxable  equivalent  to 
9.86%  to  10.24%  for  someone  whose 
federal  tax  rate  is  31%. 

Before  deciding  to  invest  in  a  state- 
designated  fund,  be  sure  that  the  in- 
state aftertax  equixalent  return  is 
worthwhile.  Also  check  into  the  axer- 
age  maturity  and  quality  of  the  issues 
in  portfolio  before  making  up  \'our 
mind.  All  it  takes  is  a  few  free  phone 
calls  using  the  800-numbers  listed  in 
Forres'  mutual  fund  roundup.      ■■ 
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This  bull  market  is  for  real  and  it  isn't  over  yet. 
Buy  small-cap  stocks  on  any  pullback. 

The  young  bull 


BY  KENNETH  L  FISHER 


Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based 
money  manager.  He  has  written  two  books:  The 
Wall  Street  Waltz  and  Super  Stocks. 


This  bull  market  isn't  over.  Not 
that  it  won't  be  punctuated  with 
short,  sharp  pullbacks  occurring 
almost  kamikaze-like  at  the  most 
unpredictable  times.  It  will.  The  first 
such  pullback  came  during  the  first 
half  of  January.  I  have  no  idea  when 
the  next  will  arrive.  These  early-cycle 
bull  pullbacks  can  gut-wrench  you  as 
badly  as  any  amusement  park  roller 
coaster  ride.  But,  normal  for  a  bull 
market,  corrections  are  almost  de- 
signed to  scare  you  away.  Don't  let 
these  pullbacks  spook  you. 

A  business  writer  for  a  local  paper 
called  the  other  day  and  expressed  the 
confiision  of  many  when  he  said, 
"How  can  this  market  be  so  turbo- 
charged  when  the  economy  is  so  clear- 
ly dismal?  Is  there  no  reality  to  this 
thing?"  But,  yes,  it  is  for  real  and 
rooted  in  reality. 

First,  folks  forget  that  stocks  have 
always,  simply  always,  rallied  long 
and  strong  in  the  middle  of  recessions. 
Market  bottoms  happen  long  before 
economic  bottoms.  Sometimes  bull 
markets  begin  just  a  few  months 
before  a  recession  ends.  At  times  it  has 
been  as  long  as  a  year,  but  stocks 
always  head  up  while  the  economy  is 
still  seriously  tanking. 

And  by  my  measurement,  once  the 
market  has  made  a  major  up-move  in 
mid-recession,  stocks  have  always 
stayed  strong  until  at  least  a  year  after 


the  recession  has  died.  If  \'ou  studv 
market  historx'  vou  won't  be  surprised 
b\'  this  bull  market  that  was  spawned 
mid-recession,  nor  the  likely  next 
spring-like  up-leg,  probably  starting 
this  spring.  Ultimately,  this  small- 
cap-led  bull  market  will  probably  last 
two  to  fi\'e  \'ears,  and  small-cap  stocks 
will  probabh'  ad\'ance  200%  to  300% 
before  it  is  over. 

There  is  no  myster}'  as  to  why  the 
market  shoultl  turn  up  before  the 
economy  does.  It's  because  of  the 
long  lag  between  changes  in  mone- 
tar\'  policy  and  economic  results. 
After  a  long  expansion,  as  money 
tightens  and  the  Fed  fights  inflation 
by  tightening  further,  we  get  reces- 
sion. When  the  Fed  figures  that  out 
and  loosens,  it  does  so  while  business 
is  terrible — right  here  and  now — and 
Main  Street  has  no  immediate  use  for 
the  Fed's  money  with  aggregate 
demand  in  rugged  recession. 

So,  the  only  place  the  new  money 
can  flow  is  to  Wall  Street — via  lower 
interest  rates,  which  lead  to  higher 
bond  prices.  The  money  flow  is 
through  banks  using  their  Fed-inject- 
ed liquiditv  to  buv  Treasurx'  securi- 
ties, which  for  them  is  the  least  risky 
of  all  loans.  And  when  bonds  rise  after 
a  long  bear  market,  stocks  explode. 

Mass  psychology  improves,  and 
eventually  the  money  works  its  way 
around  to  Main  Street.  By  then  the 
improved  business  conditions  are 
more  than  enough  to  sustain  the  bull 
market.  But  long  before  it  stimulates 
the  economy,  the  easier  money  stimu- 
lates the  stock  and  bond  markets. 

The  perverse  beauty  of  this  lag  is 
that  the  more  and  longer  the  economy 
weakens,  the  more  the  Fed  reacts  with 
ever  looser  money,  which  mainlines 
its  way  to  Wall  Street.  Less  is  more. 
The  less  economic  strength  there  is, 
the  more  Wall  Street  gets  injected, 
unintentionally,  with  bigger  dosages 
of  money.  Count  on  it. 

Bears  seem  fixated  on  debt,  the 


federal  budget  deficit,  fears  of  a  bank- 
ing failure  crisis,  imploding  real  estate 
prices  and  another  shoe  dropping  in 
the  war.  Maybe  even  depression. 

None  of  these  worn-out  old  argu- 
ments will  drag  down  this  bull  mar- 
ket. As  I  have  said  in  the  past,  we  don't 
have  too  much  debt.  We  may  even  still 
have  too  little.  While  the  debt- 
doomers  will  think  I'm  nuts,  I  think 
they're  nuts.  By  my  count,  I'm  sure 
our  society  can  shoulder  at  least  twice 
the  debt  it  has  now  before  running 
into  the  threshold  level  where  any  real 
debt  problems  arise. 

Massive  banking  failures  before 
this  recession  ends?  What's  wrong 
with  that?  We  have  massively  too 
many  banks  now.  Bankruptcies  al- . 
ways  abound  before  recessions  end. 
That's  partly  what  they're  about.  The 
war?  Study  the  history  of  stocks  dur- 
ing wars:  bullish.  And  we  will  no 
more  have  a  depression  in  1991-92 
than  I'm  going  to  be  heavyweight 
champion  of  the  world. 

I'm  ver}'  proud  of  my  market  calls  in 
this  cycle.  Starting  with  my  Sept.  18, 
1989  column,  just  weeks  before  the 
broad  market's  peak  and  running 
through  1 1  subsequent  monthly 
bearish  columns,  I  argued  for  falling 
prices.  Since  Oct.  22,  1990  five 
successive  columns  have  urged  being 
fully  invested,  and  most  impoitant, 
doing  so  in  smaller-cap  stocks.  En 
route  I  have  recommended  50  small- 
cap  names.  At  the  risk  of  tempting 
fate,  I'll  say  that  despite  the  breathtak- 
ing runup  to  date,  it's  not  too  late  to 
get  on  board  the  small-cap  express. 

We  just  ended  a  four-year  period  of 
flat  small-cap  stock  returns.  After  pri- 
or such  four-year  flat  periods,  the 
subsequent  average  annual  three-year 
and  five-year  returns  for  small-cap 
stocks  have  been  slightly  better  than 
25%.  So,  despite  the  35%  small-cap 
runup  since  October,  if  you're  not  in 
now,  use  any  material  pullback  as  a 
chance  to  load  up.  If  you  are  in,  hang 
on,  and  use  pullbacks  to  upgrade  your 
holdings  for  the  next  up-leg. 

To  add  to  the  50  stocks  I  have  cited 
before  (49  of  which  are  still  fine)  here 
are  5  more  good,  still-cheap  small-cap 
stocks:  Applied  Magnetics  ( 1 1)  ^  Brown 
Group  (27),  IBP.  Inc.  (23),  ma  Hanna 
(23),  Standard  Rejjister  (13,  o-t-c). 
(P.S.:  Sell  Orion  Pictures.,  suggested  at 
1 1  in  February — I  goofed.)  ^ 
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I  feel  a  little  like  the  kid  in  school  who,  after 
experiencing  severe  pain,  discovers  that 
I  posted  to  his  back  is  a  sign  that  reads  "Kick  me!" 

A  shoirt-seller's 
nightmare 


BY  FREDERICK  E.ROWE  JR. 


Frederick  E.  (Shad)  Rowe  Jr.  is  the  general 
partner  of  Dallas'  Greenbrier  Partners, 
a  hedge  fund. 


"Most  people  arc  unaware  of  the 
financial  misery  visited  upon  short- 
sellers  and  their  families  by  the  devas- 
tating bull  market  of  1991.  Many 
short-sellers  have  seen  their  equity 
evaporate,  and  many  have  been  the 
victims  of  cruel  and  unusual  short 
squeezes.  So  please,  please  be  as  gen- 
erous as  you  possibly  can.  .  .  ." 

Such  might  be  the  wording  of  an 
appeal  for  charity  for  the  families  of 
bears  caught  in  one  of  the  great  short 
squeezes  of  recent  times.  However, 
short-sellers  looking  for  svmpathv 
from  long-side  players  should  per- 
haps not  hold  their  breath. 

I  buy  stocks  and  I  also  sell  short. 
Over  the  last  couple  of  months  stocks 
in  general  are  up  about  20%.  My 
long  list  of  shorts  is  up  about  40%. 
This  is  not  exactly  what  I  had  in 
mind.  As  I  sit  huddled  by  the  stock- 
quote  machine  by  day  and  lie  staring 
at  the  ceiling  by  night,  I  tn'  to  figure 
out  what  I  missed.  I  have  reviewed 
the  various  negative  themes  and  ideas 
explored  in  these  columns  and 
sought  advice  when  available.  Like 
the  Beatles,  I  tr\'  with  a  little  help 
from  my  friends. 

First,  I  failed  to  fijUy  grasp  what 


drives  professional  money  managers. 
An  anon\'mous  friend  who  manages 
portfolios  worth  billions  expressed  it 
to  me  this  way:  "If  I  get  caught  with 
cash  in  a  bull  market,  I  get  fired. 
Period.  Am  I  buying  stocks?  You  bet. 
Am  I  buying  stocks  with  my  own 
money?  Hell,  no.  I  may  be  ignorant, 
but  Tm  not  stupid." 

Once  a  big  rallv  gets  under  wav,  it  is 
not  up  to  institutional  investors  to 
spend  a  lot  of  time  thinking.  Like  the 
dutiful  horsemen  in  Alfred,  Lord 
Tennvson's  poem  "The  Charge  of  the 
Light  Brigade": 

Theirs  not  to  make  reply, 

Theirs  not  to  reason  why, 

Theirs  but  to  do  and  die. 

And  while  institutional  investors 
fear  for  their  jobs,  short-sellers 
caught  in  a  huge  rally  must  often 
cover  in  order  to  protect  their  equity 
and,  almost  as  important,  their  san- 
it\' — regardless  of  whether  the  origi- 
nal, fundamental  security  analysis 
that  led  to  the  short  sale  is  valid. 
Further,  while  there  may  be  honor 
among  thieves,  there  is  little  honor 
among  short-sellers.  Anxious  to 
catch  up,  many  short-sellers  not  only 
covcreci  their  own  shorts,  they  also 
bought  long  other  heavily  shorted 
stocks,  as  did  thousands  of  other 
traders.  Playing  this  game,  inciden- 
tally, is  very  simple.  Short  interest 
statistics  are  published  monthly.  If 
you  want  to  play,  all  you  have  to  do 
is  pick  out  stocks  to  buy  long  that 
have  large  short  positions  relative  to 
their  total  shares  outstanding  and  to 
their  average  daily  trading  volumes. 

But  be  careful.  In  general,  most 
hcavilv  shorted  stocks  have  terrible 
flindarncntals.  The  people  who  short- 
ed thcrn  originally  put  a  good  deal 
more  thought  into  their  investment 
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decisions  than  d(j  the  people  who  arc 
now  buying  them.  Scjueezing  shorts, 
as  one  friend  obser\'ed,  is  a  little  like  a 
game  of  musical  chairs,  with  a  couple 
of  important  differences.  There  are 
perhaps  2,000  players  and  1,000 
chairs.  And  since  there  is  no  music, 
the  players  can  sit  down  any  time  they 
want  to. 

The  whole  spectacle  of  investors 
racing  to  buv  companies  with  fre- 
quently terminal  problems  is  another 
illustration  of  Keynes'  dictum  that 
there  is  nothing  more  disastrous  than 
a  rational  investment  policy  in  an 
irrational  world.  Where  else  but  the 
stock  market?  Can  you  imagine,  for 
example,  diners  culling  restaurant  re- 
views anci  then  descending  en  masse 
on  a  restaurant  described  as  follows: 
"The  food  is  inedible,  the  service  is 
nonexistent,  the  atmosphere  is  op- 
pressive, the  plumbing  doesn't  work 
and  the  neighborhood  is  extremelv 
menacing"? 

I  happen  to  believe  that  the  Federal 
Reserve  is  going  to  have  a  hard  time 
jump-starting  the  economv.  As  one 
banker  pointed  out  to  me,  "There  is 
no  credit  crunch.  There  is  a  eredit- 
qualit}'  crunch."  Lending  standards 
are  more  important  than  interest 
rates.  A  dollar  borrowed  is  a  dollar 
earned,  and  all  that,  but  obviouslv  a 
loan  that  is  going  to  be  repaid  is  more 
expensive  to  the  borrower  than  one 
that  ha-s-  no  chance  of  being  repaid, 
regardless  of  interest  rates.  I  cannot 
imagine  bankers  lowering  their  lend- 
ing standards  to  the  almost  nonexis- 
tent levels  of  a  few  vears  ago.  Bankers 
have  been  chastened.  Or  at  least  they 
should  have  been. 

In  the  meantime,  the  stock  market 
rally  will  probably  go  on.  And  while 
investors  invest  and  short-sellers 
cover.  Wall  Street  is  racing  to  fill 
demand  with  a  long  list  of  new  equitv 
offerings.  Barring  some  unforeseen 
change  in  psychology,  or  a  collapse  in 
the  bond  market,  the  stock  market 
will  top  when  the  supply  of  shares 
exceeds  the  demand.  In  other  words, 
when  new  stock  issues  can't  be  sold. 

Please  forgive  me  for  not  providing 
in  this  issue  what  I  consider  to  be  an 
attractive  list  of  short-sale  candidates. 
I  feel  a  little  like  the  kid  in  school  who, 
after  experiencing  severe  pain,  discov- 
ers that  posted  to  his  back  is  a  sign  that 
reads  "Kick  me!"  ■■ 
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WALL  STREET  IRREGULAR 


HONEYft  HVESTMENTS 


Buying  closed-end  funds  at  a  discount 
may  seem  a  sure  bet,  but  it  is  not. 

Those  tricky 
discounts 


Mark  Hulbert  is  editor  of  the  Alexandria,  Va.- 
based  Hulbert  Financial  Digest.  His  newest 
book  is  The  Hulbert  Guide  to  Financial 
Newsletters  (New  York  Institute  of  Finance), 


Buying  closcd-cnd  mutual  funds  at  a 
discount  to  their  net  asset  xalues  used 
to  be  one  of  Wall  Street's  \'en'  few 
free  lunches.  Professor  Burton  Mal- 
kiel,  author  of  the  bestsellingv4  Ran- 
dom Walk  Down  Wall  Street,  made 
popular  the  notion  that  the  market 
can't  be  beaten,  but  he  made  an  excep- 
tion in  early  editions  of  his  book.  He 
said  that  b\'  buying  closed-end  funds 
at  a  discount  one  coulcl  beat  the  mar- 
ket simply  bv  waiting  for  the  discount 
to  close  or  narrow. 

Does  it  work  today?  Can  you  beat 
the  market  by  exploiting  this  alleged 
pricing  anomaly?  Apparently  not. 
The  two  inyestment  letters  I  follow 
that  focus  on  closed-end  funds  haye 
not  beaten  the  market.  This  means 
that  the  anomaly,  to  the  extent  it  ever 
did  exist,  has  for  the  most  part  been 
discounted  away.  Those  opportuni- 
ties remaining  today  are  available  only 
to  the  long-term  investor. 

The  unique  opportunities  that  exist 
among  closed-end  funds  derixe  from 
the  fact  that  they  trade  above  or  below 
their  net  asset  values.  This  is  because, 
unlike  open-end  mutual  funds,  the 
only  way  to  buy  or  sell  shares  of  a 
closed-end  fund  is  by  buying  from  or 


selling  to  other  investors.  Anci  de- 
pending on  how  eager  the\'  are  to  buy 
or  sell,  a  closed-encl  fund  ma\'  trade 
significantly  abo\e  or  below  its  net 
asset  xalues.  The  core  idea  behind 
most  closed-end  in\estment  strategies 
is  to  buy  those  funds  trading  at  a 
discount  and  sell  (or  short)  those 
trading  at  a  premium. 

How  do  such  strategies  fare?  Con- 
sider the  performance  ot'The  Investor's 
Guide  to  Closed-End  Funds,  eciited  b\' 
Thomas  J.  Herzfeld,  a  widely  quoted 
expert  on  closed-end  funds.  Over  the 
two  years  that  m\'  Hulbert  Financial 
Diciest  has  been  tracking  his  serx'ice, 
Herzfelcfs  "balanced"  portfolio  of 
closed-entl  funcis  gained  just  1.7%,  in 
contrast  to  a  2 1 .2%  total  return  for  the 
Wilshire  5000.  His  model  portfolio  of 
closed-end  bonti  funds,  a  more  recent 
addition  to  his  letter,  has  also  lagged 
the  market,  gaining  0.9%  in  1990,  in 
contrast  to  an  8.6%  gain  for  Shear- 
son's  Treasun'  Composite  Index. 

Another  closed-end  adxisorv  ser- 
\'ice  the  Hi-D  began  following  in 
1990— The  Scott  Letter,  edited  by 
George  Scott — did  somewhat  better, 
but  it  also  lagged  the  market.  The 
axerage  of  its  stock  and  bond  portfo- 
lios broke  even  last  x'car,  in  contrast  to 
an  8.6%  gain  for  buying  and  holding 
bonds  and  a  6.2%  loss  for  stocks — for 
an  average  gain  of  1.2%. 

Why  haven't  these  letters  per- 
formed better?  Commissions  were 
one  drag  on  their  performance,  since 
inxestors  in  closed-end  funds  must 
pay  a  brokerage  commission  to  buy  or 
sell  them.  Last  year,  for  example, 
Herzfeld's  balanced  portfolio  had  a 
turnover  rate  of  nearly  100%.  With  an 
assumed  1%  discount  brokerage 
commission,  this  reduced  his  portfo- 
lio's 1990  return  by  about  2%. 

A  more  fundamental  problem  with 


buying  closed-end  funds  at  a  discount 
is  that  there  is  nt:»  assurance  those 
funds  will  trade  at  net  asset  value  any 
time  soon.  And  e\'en  if  the  discount 
e\'entually  narrows,  there  is  no  guar- 
antee the  narrowing  will  occur  quick- 
ly. Since  these  letters  pursue  a  relative- 
ly short-term  strategy',  they  tend  not 
to  stick  v\'ith  the  funds  long  enough  to 
profit  from  that  narrowing. 

Buying  closed-end  funds  at  a  dis- 
count wcHild  be  a  much  more  attrac- 
ti\e  prospect  if  in\'estors  could  count 
on  those  discounts  to  vanish.  And 
there  is  a  small  group  of  closed-end 
hands  that  do  provide  this  assurance. 
These  are  the  dual  purpose  Rinds, 
which  ha\'e  fixed  termination  dates,  at 
which  times  the  funds'  shareholders 
will  receive  full  value  for  their  assets. 
Investors  in  these  funds  thus  have 
assurance  that  at  some  future  date  the 
current  discount  will  disappear. 

Currently  a  number  of  letters, 
including  Herzfeld's  and  Scott's,  are 
recommending  Quest  for  Value  Dual 
Purpose,  which  will  be  liquidated  in 
1997.  At  that  time,  holders  of  the 
income  shares — who  will  have  re- 
ceived all  interest  and  dividend  in- 
come earned  along  the  way — will  re- 
ceive $  1 1 .60  per  share.  Owners  of  the 
capital  shares  will  receive  whatever  is 
left.  As  a  unit,  the  capital  and  income 
shares  trade  at  a  10%  discount. 

The  letters  I  follow  especially  favor 
Quest  for  Value's  capital  shares.  If  the 
stock  market  does  well  over  the  next 
six  years,  the  riskier  capital  shares  will, 
of  course,  outperform  the  income 
shares.  But  don't  be  fooled  by  the 
seemingly  fat  discount  reported  on 
the  capital  shares  bought  indixidually. 
On  Feb.  21,  for  instance,  the  capital 
shares  closed  at  13%  against  a  report- 
ed net  asset  of  $18.58,  seemingly 
ofTering  a  25%  discount.  The  $18.58 
is  an  erroneous  figure,  calculated 
without  regard  to  the  income  interest 
that  belongs  to  the  income  holders. 
For  similar  reasons,  the  13%  premi- 
um reported  for  the  income  shares  is 
also  erroneous.  It's  better  to  think  of 
these  two  types  of  shares  as  a  unit 
trading  at  a  10%  discount. 

The  bottom  line  on  closed-end 
funds:  Other  things  being  equal,  it's 
better  to  buy  at  a  wide  discount  than 
at  a  narrow  one.  But  don't  run  up 
transaction  costs  tr^'ing  to  exploit 
small  fluctuations  in  the  discount.  ^M 
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Fidelity  Brokerage®  Means  Value 


Depend  on 

Fidelity  Brokerage 

24  Hours  A  Day 


At  Fidelity  Brokerage,  you  have  24  hour  access  to 
Registered  Representatives  for  account  service,  order 
placement  and  helpful,  objective  investment  information 
for  today's  volatile  market. 

Wide  Range  of  Investments 

Fidelity  Brokerage  offers  you  a  complete  range  of  investments 
to  meet  your  needs  through  changing  market  conditions.  You  can 
choose  from  U.S.  Treasury  Securities,  zero  coupon  and  municipal 
bonds,  unit  investment  trusts  as  well  as  stocks  and  over  600  mutual 
funds.  You  can  adjust  your  portfolio  with  a  phone  call. 

Prompt,  Accurate  Trades  with 
Savings  up  to  76%* 

As  a  leader  in  discount  brokerage,  Fidelity  offers  you  commis- 
sions as  much  as  76%  below  full-cost  brokers'  charges.  And  we 
control  our  quality  and  costs  by  handling  all  of  our  own  processing 
operations,  from  order  placement  on  our  Instatrade®  order  system 
-T  .        ^   1      w^  to  mailing  your  trade  confirmations  the  next  business  day 

Never  Any  Sales  Pressure 

Fidelity  service  means  helphil,  objective  investment  information  and  prompt,  courteous  attention.  You  can  call  our 
Registered  Representatives  24  hours  a  day-whenever  it's  convenient  for  you. 

Ask  for  a  Free  FidelityPlus  Fact  Kit 

Find  out  how  we  can  help  you  meet  your  financial  goals.  Also,  ask  about  our  self-directed  IRAs  and  Keoghs. 

Visit  a  Fidelity  Investor  Center  or  Call  24  hours 

1-800-544-7272 


Safety  of 
U.S.  Treasuries 


U.S.  Treasuries  are  one  of  the 
world's  safest  investments.  And  the 
income  on  Treasuries  is  exempt 
from  state  and  local  taxes.  Our 
Fidelity  Representatives  can  pro- 
vide information  to  help  you  pick 
the  Treasury  that's  right  for  you, 
whether  you  need  your  money  in  3 
months  or  30  years.  Call  Fidelity 
Brokerage  today. 


FMeHly 


Investments 

Brokerage  Services 


*Based  on  an  October  1990  survey  of  full-cost  brokers.  Minimum  commission  $36.  Fidelity  Brokerage  Services,  Inc. ,  161  Devonshire  Street, 

Boston,  MA  021 10.  Member  NYSE,  SIPC.  CODE:  FORB/PLU/031891 
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BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 


My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or 
9)— including  some 
very  famous  names 
—which  I  believe 
MARTIN  ZWEIG  could  take  a  bath  " 
I'll  rush  you  the  Performance  Ratings 
for  the  next  3  months  ($45  value)  as 
a  BONUS  with  your  trial  to  The  Zweig 
Forecast  I'd  also  like  to  send  you,  as 
a  gift,  the  hardcover  edition  of  my 
book,  "Winning  on  Wall  Street," 
showing  the  long-term  performance  of 
my  key  market  indicators  which 
helped  make  The  Zweig  Forecast 


»1  IN  PROFITS  for  the  whole  decade 
through  6/90  among  all  advisory 
services  tracked  by 
Hulbert  (Past  results 
do  not  guarantee 
future  results  )  Call  to- 
day for  bonus  Per- 
formance Ratings  and 
gift  book  with  your 
Zweig  Forecast  trial 
Time  IS  crucial 


EXTRA  BONUS 


Three-Month  Trial  $55. 
One  Year  S265.  VIsa/MC. 
1-800-633-2252  Ext.  9057. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  NY  11710 


Discover. 


...America's  most  powerful 
stock  advisory. 

Preferred  by  professional  investors, 
■VectorVest  has  made  money  every  year, 
out-performing  the  market  by  87.2% 
since  Januarj'  1988. 
Vector'Vest  calls  the  market,  analyzes, 
ranks,  and  gives  Buy,  Sell,  Hold  advice 
on  over  2,500  stocks  each  week. 

For  powerful  perfor- 

I  mance,  subscribe  now  at 

I  our  special  quarterly  rate, 

13  issues  for  $59, 

I  and  receive  a  $267  value 

Discovery  package  FREE. 

1  CaU  1-800-237-8400 

text  579)  or  send  check  or 

^'"^         money  order. 

Dept.  102,  P.O.Box  577,  Bath,  OH  44210 

Money  back  guarantee         m    ^£ 


FRANCHISING 


^ 


S  roc  K    .\  1)V  I  SORY 


Franchise 

your  business! 

For  the  expert  help  you  r>eed  to 
become  a  franchisor,  call 
the  franchise  specialists. 

New  York         Chicago       Lot  Angelas 

(212|922.iaO0     (70S|4ai  2M0       (21  ]|  33a-0«00 

1-800-877-1103 


FRANCHISE  YOUR 
BUSINESS  S2 .900 


IN  30  DAYS 

1  Year  Free  Consultation 

Top  Franchise  Pros. 
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J  FRANCHISES 


THAT 
-^SELL 
609-662-6446 
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FINANCIAL  SERVICES 


Receive  Value  Line 
for  only  $65 

An  Introductory  subscription  to  The  Value  Line  Investment 

Survey  brings  you  the  2000-page  Investors  Reference  Servlce- 

'Vcdue  Line's  most  recent  Ratings  and  Repwrts  on  1700  stocks.  You^ 

will  also  receive  ancilyses  of  about  130  stocks  each  week  for  10 

weeks  for  $65,  Available  only  once  every  two  years  to  any 

household.  Special  Offer  J.K.  LaMer"*  1991  Tax  Guide  (Retail 

price  $12.95)  With  your  subscription  you  will  also  receive  the  1991 

edition  of  J.K.  Lasser's  'Your  Income  Tax"  (499  pages)  covering  • 

Late  Brcciklng  Tax  Ujxlate  Supplement  •  Tax  Alert  Hotline  •  Income 

Tax  Forms  and  Worksheets...  (Available  while  supplies  last)  Your 

subscription  to  Value  Line  may  be  tax-deductible.  Consult  your  tax  y 

\advlsor.  Send  check  or  money  order  along  with  name,  address  and/ 

zip  code  together  with  tWs  ad  or: 

?  CaU  ToU-Free  1-800-633-2252 

(Ext.  2686-Dept.  916L 18)  American  Express. 

MasterCard  or  Visa.  24  hours  a  day.  7  days  a 

week.  30  day  Money- Back  Guarantee. 

Tlie  Value  Line  Inyeatment  Suryey* 

711  Third  Avenue  NY.  NY  10017 


BUSINESS  OPPORTUNITIES    ■    BUSINESS  OPPORTUNITIES 


S    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  i  RANCHES 

FOR  SALE  BY  OWNERS 
MANY  OFFERING  OWNER  FINANCINQi 
To  Lrst  or  Buy  Call  Toll  Free  1-800-999-SALE 
^^^r^    NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


INCORPORATE  IN  DELAWARE! 


Specialists  In  setting  up  Delaware 
corporations.  General,  Aircraft, 
Boat  &  Stielf  Corporations. 
Vflauurf    CallWrtle  for  FREE  KIT: 

m^fistrv        P  O-  ^x  *^^^ 
I^W    ->^    Wilmington,  DE 19899 

ii    l)kl.  800-321-CORP- 302-652-6532 


REPOSSESSED  VA  &  HUD  HOMES 

available  Iron  government  Irom  $1  without  credit 
check  You  repair  Also  drug  seizures  and  tax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H-1030  lor  repo  list  your  a'ea 


SEIZED  CARS— Porsche  Ferrari,  Vette. 
etc  Trucks,  boats,  4-wheelefS.  TV's,  stereos 
furniture  by  Drug  Enforcement  Agency  FBI,  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  nov»  Call  (805)  682-7555  EXT  C-1031 


EDUCATIONAL  SERVICES 


National  Distributor  based  in  Philadelphia 
with  cash,  space  to  warehouse  inventory  and 
great  marketing  skills,  seeks  productline  with 
gross  sales  of  $1  MM  or  more  to  sell  through 
dealers.  Will  purchase  inventory  and/or  pay 
goodwill  fee.  No  start  ups.  Call  President 
(2151  625-0500,  Foster  Manufacturing  Com- 
pany, 414  N.  I.llh  St,  Philadelphia  PA  19108 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

foi  Woiv  Lilf  inO  AuOfmic 

EipefKiM  No  Classroom 

Ancn{Jan«  R«]uifW] 

1  •  800-423-3244 

or  send  detaiifd  lesume 
to(  ffee  Evaluation 
Pacific  Western  Llniversity 

i65  Canal  SI   •2300   Deol    185 
Nev.  Orleans   lA  70130 


CAPITAL  AVAILABLE 


For  viable  expansion  projects  and  excit- 
ing start-ups.  $250,000.  USD.  an^  up 
Brokers  Welcome  "^ 

BARCLAY  CONSULTANTS  ''^^ 


(407)  788-6267 


VENTURE  CAPITAL 

Equity,  debt,  joint  venture  tor  Corporate 
start-up  or  expansion.  Real  Estate. 
Venture  funding.  No  Front  Fees.  Brokers 
protected.  Send  business  plan  t<i:  Jim 
IVladden.  World  Venture  Partners.  Ltd  , 
X7II.1  "I'alcs  Drive.  #2011.  Wcstnimstcr. 
Coloiadd  XOd^l)  (30.<)  428-1800  Fav 
(.Mt.1)  428-1924. 


WEIEIMS^Ma 


MIRACLE  POLISHING  CLOTH 

Cleans/polishes   ANY    surface   like    magic 
Instantlyi  Terrific  10  seconid  demonslrationi  Fast 
$3  49  seller  pays  $2  90  prodt'  Big  volume  Cham 
Store  Item  Exclusive  territory 

FREE  SAMPLE  ""'prXiif" 

DfiC      '312-FB      WASHINGTON  AVENUE 
n0(O     ST  LOUIS,  MO  63103-1989  USA 

Phone  or  write:  314-241-8464 


FREE  COLLEGE  TAPE 


•  EXTERNAL  DEGREES  • 

Business  &  Public  Aaministrttion 

Criminal  Justice  Mgt ,  Theology,  LAW 
Financial  aid  available 

TOLL  FREE  24  hn.  (800)  759-0005 

I  L*  SALLE  UNIVERSITY 

Mandeville,  LA  70470-4000 


gain  on  fundamentals.  It  earned 
$3.53  a  share  last  year,  up  from  $3.07 
in  1989  (excluding  gains  from  asset 
sales  and  pretax  charges  of  $220  mil- 
lion). This  year  earnings  estimates  are 
running  only  around  $3.65  a  share.  If 
the  stock,  at  16  times  estimated  earn- 
ings, trades  up  sharply  on  rumors,  our 
advice  is  to  sell  into  strength. 

The  Shearson  swing  factor 

Can  Shearson  Lehman  Brothers  be 
turned  around,  or  is  the  troubled 
securities  firm  a  bottomless  pit?  For- 
mer investment  banker  Walter  Fitz- 
gerald, who  analyzes  finance  and  in- 
surance companies  for  New  York's 
Baird,  Patrick  &  Co.,  thinks  the  situa- 
tion is  far  from  hopeless.  He's  telling 
clients  to  buy  the  stock  of  $24.3  bil- 
lion (revenues)  American  Express 
Co.,  Shearson's  parent.  Recent  NYSE 
price:  25.  There  are  roughly  465  mil- 
lion common  shares  outstanding. 

In  1990  American  Express  earned 
only  34  cents  a  share,  down  from 
$2.70  the  year  before.  But  that  was 
after  taking  $955  million,  or  more 
than  $2  a  share,  of  onetime  charges  at 
Shearson.  As  for  the  rest  of  AmEx, 
Travel  Related  Services,  ids  Financial 
Services  and  Information  Services 
had  record  years.  At  American  Ex- 
press Bank,  profits  were  down  9%,  to 
$111  million.  Minus  Shearson,  the 
company  earned  over  $2  a  share. 

Here's  where  what  Fitzgerald  calls 
"the  Shearson  swing  factor"  comes  in. 
American  Express  has  invested  slight- 
ly more  thai;i  $2  billion  in  Shearson. 
Howard  Clark  Jr.,  AmEx's  former 
chief  financial  officer  and  Shearson's 
boss  since  January  1990,  has  stated 
that  he  wants  to  earn  15%  on  AmEx's 
investment.  That  works  out  to  around 
$300  million  of  profit,  or  roughly  65 
cents  per  AmEx  share. 

How's  Shearson  doing  so  far  in 
1991?  It's  in  the  black.  Of  course, 
Fitzgerald  knows  that  two  months  do 
not  a  year  make.  Nor  can  he  be  sure 
that  there  won't  be  more  writeoffs. 
But  just  suppose,  he  says,  that  Shear- 
son  breaks  even  for  the  year;  this, 
while  the  rest  of  the  company's  profits 
rise  15%.  Then  American  Express 
would  earn  $3  a  share. 

"If  Shearson  turns,"  Fitzgerald 
concludes,  "this  can  be  a  $40  stock 
over  the  next  12  months."  ^M 
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CEOs,  CFOs, 

INVESTOR  REUmONS 

EXECimVES 

YOUR  MOST  IMPORTANT  DOCUMENT 

IS  ABOUT  TO  BE  RELEASED- 

YOUR  ANNUAL  REPORT 

Now's  the  time  to  make  your  annual  report  visible  to  an  active 
institutional  and  private  investor  market— the  2.3  million  readers 
of  FORBES. 

Advertise  in  FORBES  SPRING  ANNUAL  REPORT 
SECTION.  It's  the  first  choice  of  investor  relations  professionals 
because  they  believe  FORBES  will  draw  a  higher  number  of 
requests  per  advertisement. 

For  questions  and  rates,  call  Virginia  Carroll  at  (212)  620-2339 
or  Sarah  Madison  (505)  275-1 282/3. 

Issue  Date:  May  27, 1991    Closing  Date:  March  29, 1991 


To  Forbes  Subscribers 

From  time  to  time,  Forbes  makes  its  subscriber  list  available  to  selected 
companies  and  other  organizations  with  products  or  services  of  interest  to 
the  business  and  investment  community. 

These  users  value  the  opportunity  to  reach  one  of  the  most  influential 
and  economically  powerful  audiences  offered  by  any  magazine.  Forbes,  for 
its  part,  believes  it  is  performing  a  service  to  its  subscribers  in  extending  its 
scope  as  an  information  medium  on  matters  which  can  promote  the  success 
of  a  subscriber's  business  and  personal  affairs. 

Nevertheless,  some  subscribers  may  not  wish  to  have  their  names 
included  in  these  mailings.  If  you  would  like  us  to  delete  your  name  from  this 
mailing  list,  please  let  us  know  by  completing  and  returning  the  coupon 
below  or  simply  attach  the  mailing  label  from  the  cover  of  your  magazine. 

Forbes  Magazine  (Mailing  Lists), 

60  Fifth  Avenue,  New  York,  New  York  1001 1 

I    I  Please  remove  my  name  from  your  mailing  list.  The  name  and  address  as  shown 
on  my  magazine  address  label  is: 


Name 


Address 


City 


State 


Zip 


m 


Did  you  know  that  50,000 
Vision  subscribers  own  a 
private  swimming  pool? 


With  its  200,000  subscribers  and  800,000  readers, 
Vision  magazine  is  the  most  powerful  medium  for 
communicating  with  Latin  America's  ehte. 


You  have  to  have  it. 

Source:  INRA  -  Vision  Readers'  Profile,  December,  1989. 

For  complete  advertising  and  marketing  information,  call  or  contact 
Vision  Inc.,  310  Madison  Ave.,  Suite  14121,  New  York,  New  York  10017.  (212)  953-1308,  Fax  (212)953-1619. 
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"The  more  things  change  . . ." 
70  years  ago  in  Forbes 

(From  THE  ISSUE  OF  Mar  19,  1921) 
"President  Harding  has  selected  an 
official  political  team  which  may 
prove  difficult  to  drive.  President 
Wilson  oftener  than  once  indicated 
plainly  that  he  wanted  only  rubber 
stamps  in  his  Cabinet.  In  choosing 
Charles  E.  Hughes,  Herbert  Hoover 
and  Andrew  W.  Mellon,  President 
Harding  has  not  sought  rubber 
stamps.  Each  is  strong-willed,  asser- 
tive, independent,  accustomed  to 
having  much  of  his  own  way." 


arrogance  by  newspaper  proprietors 
is  scandalously  more  common  than 
generally  imagined." 


Harding's  State 
and  Treasury  Sec- 
retaries Cliarles 
Huglies  (ieft)  and 
Andrew  Mellon. 


"My  hat  is  off  to  Los  Angeles.  It  has 
definitely  established  itself  as  the  me- 
tropolis of  the  West.  It  is  undergoing 
transformation  faster  than  any  other 
city  in  the  U.S.  It  used  to  impress  one 
as  a  muchly  overgrown  village.  It 
now  has  definitely  passed  that  stage. 
It  and  its  environs  have  created  struc- 
tures— mercantile,  amusement,  resi- 
dential— different  from  other  cities. 
It  has  not  been  afraid  to  strike  out 
boldly  along  new  paths.  .  .  .  And  al- 
ways it  forges  ahead  industrially." 

-B.C.  Forbes 

60  years  ago 

(From  THE  ISSUE  OF  Mar.  15,  1931) 
"Political  bosses  have  long  figured 
prominendy — often  notoriously — in 
America.  Certain  cities  now  com- 
plain that  they  are  boss-ridden  by  the 
local  newspaper  potentate.  When  in 
Columbus,  Ohio  this  month  I  heard 
bitter  denunciation  of  one  newspaper 
owner  there.  On  my  last  visit  to  Spo- 
kane, Wash,  there  was  much  similar 
talk.  A  nationwide  investigation 
would  reveal  that  the  usurpation  of 


Ford  Tri-motor  luxury  in  1931. 


"One  of  the  most  cheerful  bits  of 
general  news  for  the  aviation  indus- 
try in  recent  weeks  has  been  an  order 
issued  by  the  Department  of  Com- 
merce. This  order  states  that  conges- 
tion has  become  so  great  on  the  New 
York- Washington  [route]  that  it  has 
become  necessary  to  enforce  more 
strictly  the  right-side  flying  rule." 

50  years  ago 

(From  THE  ISSUE  OF  Mar.  15,  1941) 
"A  few  months  ago,  a  monthly  out- 
put of  1,500  U.S.  military  airplanes 
appeared  to  be  an  utter  impossibility 
in  the  near  ftiture.  But  according  to 
Colonel  John  H.  Jouctt,  president  of 
the  Aeronautical  Chamber  of  Com- 
merce, that  output  should  be  reached 
by  the  middle  of  this  year." 

"Independent,  engine-driven  refrig- 
eration for  trucks  is  made  possible  by 
the  introduction  of  a  compact,  600- 
pound  refrigerator  unit.  Enclosed  in 
a  steel-welded  cabinet  and  installed 
under  truck  or  trailer  chassis,  the  unit 
has  a  15hp  engine  which  provides 
refrigeration  down  to  15  degrees 
Fahrenheit  (when  outside  tempera- 
ture is  90  degrees),  says  the  maker." 

25  years  ago 

(From  THE  ISSUE  OF  Mar.  15,  1966) 
"Since  February  1965  municipal 
bond  prices  have  dropped  an  average 
of  about  14%.  More  than  three- 
fourths  of  the  decline  has  occurred  in 
the  past  six  months.  One  reason  is 
that  soaring  interest  rates  have  driven 
down  the  price  of  all  fixed-income 


securities.  But  municipals  have  an- 
other, special,  problem:  Commercial 
banks,  which  own  about  35%  of  all 
municipals  and  which  have  bought 
them  heavily  in  recent  years,  are  now 
selling." 

"It's  all  right  to  feel  a  little  sympathy 
for  companies  like  Purex,  Control 
Data  and  American  Motors,  which 
currently  are  losing  ground  to  far 
larger  competitors.  But  don't  waste 
any  pity  on  the  small  supermarket 
chains — and  in  that  business  any- 
thing less  than  $500  million  in  sales 
is  small — which  have  to  compete 
against  monster  outfits  like  A&P, 
Safeway  and  Kroger.  For  the  most 
part,  food  chains  in  the  $50  million 
to  $500  million  sales  range  have  been 
outperforming  the  giants." 


Items  from  the  fur-crazy  Sixties. 

10  years  ago 

(From  the  issue  of  Mar  16,  1981) 
"Measiired  in  money,  shoplifting  is 
the  biggest  crime  in  the  U.S.,  with  a 
take  of  $16  billion  in  1979,  or  5%  of 
total  retail  sales — not  including  thefts 
by  store  employees.  (By  contrast, 
bank  robberies  totaled  $47.5  mil- 
lion.) Those  are  the  estimates  of  the 
Atlanta- based  National  Coalition  to 
Prevent  Shoplifting,  which  uses  a 
tiny  budget  (less  than  $500,000) 
from  the  Department  of  Justice  to 
assist  stores  and  retail  groups  in  pre- 
vention programs." 

"Bicycles  and  mopeds  should  get 
the  official  nod  as  vehicles  for  travel 
by  government  employees,  the  Gen- 
eral Accounting  Office  is  telling  Con- 
gress. Bureaucratic  bikers  should  be 
reimbursed  for  official  trips,  the  GAO 
says  in  a  new  report,  suggesting  that 
4  cents  a  mile  would  be  a  reasonable 
rate  for  bikes  and  8  cents  a  mile  for 
mopeds."  ^M 
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The  ultimate  high:  A  man's 
abilities  equalling  his 
opinion  of 'em. 

When  looking  back,  usually 
I'm  more  sorry  for  the 
things  I  didn't  do  than 
for  the  things  I 
shouldn't  have  done. 

I  heard  one  Wheel 
describe  another:  "He's 
absolutely  copeless." 

Tou  can  easily  judge 
the  character  of  others 
by  how  they  treat  those 
who  can  do  nothing  for 
them  or  to  them. 

-Malcolm  Forbes 


Writing  is  the  hardest  way 
of  earning  a  living,  with 
the  possible  exception  of 
wrestling  alligators. 
-Olin  Miller 

The  sinister  thing  about 
writing  is  that  it  starts  off 
seeming  so  easy  and  ends  up 
being  so  hard. 
-L.  Rust  Mills 

It  is  by  sitting  down  to 
write  every  morning 
that  one  becomes  a  writer. 
Those  who  do  not  do  this 
remain  amateurs. 
-Gerald  Brenan 

Asking  a  working  writer  what 
he  thinks  about  critics  is 
like  asking  a  lamppost  what  it 
feels  about  dogs. 
-John  Osborne 

With  60  staring  me  in  the  face, 
I  have  developed  inflammation 
of  the  sentence  structure 
and  a  definite  hardening  of 
the  paragraphs. 
-James  Thurber 


A  Text... 

Have  I  not  commanded 
thee.'  Be  strong  and  of 
good  courage;  be  not 
afraid,  neither  be  thou 
dismayed;  for  the  Lord  thy 
God  is  with  thee 
whithersoever  thou  gocst. 
-Joshua  1:19 


Sent  in  by  Jean  D.  Portell, 
Brooklyn,  N.Y.  What's  your 
favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


The  ideal  view  for  daily 
writing,  hour  on  hour,  is  the 
blank  brick  wall  of  a  cold-storage 
warehouse.  Failing  this,  a 
stretch  of  sky  will  do, 
cloudless  if  possible. 
-Edna  Ferber 

Nothing  you  write,  if  you 
hope  to  be  any  good,  will  ever 
come  out  as  you  had  first  hoped. 

-Lillian  Hellman 

To  me,  writing  is  a  horseback 
ride  into  heaven  and  hell  and 
back.  I  am  grateflil  if  I  can 
crawl  back  alive. 

-Thomas  Sanchez 

Nothing  comes  easily.  My 
work  smells  of  sweat. 
-EricHoffer  .   ^   '^hP 
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More  than  9,000  "Thoughts,"  indexed  by  author 
and  subject,  are  available  in  a  three-volume  boxed 
set  at  $49.50  ($19.50  per  volume  if  purchased 
separately).  Also  available,  a  one-volume  edition  of 
over  3,000  "Thoughts."  Price:  $19.50.  Send 
check  and  order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New 
York,  N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


There  are  three  rules  for 
writing  a  novel.  Unfortunately, 
no  one  knows  what  they  are. 
-Somerset  Maugham 

Novel:  a  short  story  padded. 

-Ambrose  Bierce 

A  novelist  is  stuck  widi  his 
youth.  We  spend  it  without 
paying  much  attention  to  how 
it  will  work  out  as  material; 
nevertheless,  we  must  draw 
on  whatever  was  there  for  the 
rest  of  our  lives. 
-Vance  Bourjailly 

Some  things  can  only  be  said 
in  fiction,  but  that  doesn't 
mean  they  aren't  true. 
-Aaron  Latham 

You  should  approach 
Joyce's  Ulysses  as  the 
illiterate  Baptist  preacher 
approaches  the  Old  Testament: 
with  faith. 
-William  Faulkner 

I  suppose  I  am  a  born  novelist, 
for  the  things  I  imagine  are  ' 
more  vital  and  vivid  to  me 
than  the  things  I  remember. 

-Ellen  Glasgow 

A  curious  thing  about  written 
Uterature:  It  is  about  four 
thousand  years  old,  but  we 
have  no  way  of  knowing 
whether  four  thousand  years 
constitutes  senility  or  the 
maiden  blush  of  youth. 
-John  Barth 

When  I  stepped  from  hard  manual 
work  to  writing,  I  just  stepped 
from  one  kind  of  hard  work 
to  another. 
-Sean  O'Casey 

Adam  was  the  only  man  who, 
when  he  said  a  good  thing, 
knew  that  nobody  had  said  it 
before  him. 
-Mark  Twain 
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